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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


THURSDAY, MAY 31, 1951 


Unirep Srates SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:30 a. m., in room 301, 
Senate Office Building, Senator Burnet R. Maybank (chairman) 
presiding. 

Present: Senators Maybank, Robertson, Bricker, Ives, and 
Schoeppel. 

Also present : Senator Lehman. 

Senator Ives. We will come to order. 

I believe the chairman will be here shortly. 

Charles W. Holman, secretary of the National Milk Producers 
Federation, is to be the first witness this morning. 

You may proceed, Mr. Holman. 


STATEMENT OF CHARLES W. HOLMAN, SECRETARY, NATIONAL 
MILK PRODUCERS FEDERATION 


Mr. Hotman. Senator Ives, I will first identify myself. 

My name is Charles W. Holman. I am secretary of the National 
Milk Producers Federation. 

I might say, Mr. Chairman, that I have prepared a rather lengthy 
statement, but in order to save the time of the committee I have pre- 
pared an abbreviation of the statement, which I will read, but it might 
be that some members of the committee will be interested in the longer 
document at this time. 

Senator Ives. Is it your desire not to be interrupted while you read ? 

Mr. Hotman. It does not matter to me. 

Senator Ives. For continuity, it sometimes helps not to have the 
witness interrupted. You may read it straight through without inter- 
ruption, although I cannot guarantee that someone else may not come 
along in the meantime and inter rupt you. 

Mr. Hotman. The National Milk Producers Federation is a Nation- 
wide organization of dairy cooperatives composed of 91 direct member 
associations and some 600 or more submember groups, with offices at 
1731 I Street NW., Washington, D. C. These members and submem- 
bers of the federation are cooperative associations wholly owned and 
operated by some 450,000 farm families living in 46 States who are 
engaged in the processing and marketing of milk and dairy products. 
About one-fifth of the milk or milk equivalent sold from farms in 
the United States is marketed by producers through cooperatives 
affiliated with the federation. 
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1990 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


I might say, in that instance, a survey which our economics depart- 
ment is making indicates that the dollar value of these products during 
the past year has exceeded a billion dollars. 

I appear before you today to expose extension of title IV and certain 
other provisions of the Defense Production Act of 1950 together with 
the amendments proposed by the administration, notably the attempt 
to saddle upon us subsidies in lieu of fair prices and to shackle us with 
licenses which will give the Government the power of life and death 
over any business enterprise. ~ 

Our experience with this act is a study in disillusionment. Although 
opposed in principle to rigid price controls, the membership of our 
federation last November thought that, since the Congress had decided 
that price and wage stabilization should be synchronous, the Defense 
Production Act of 1950 appeared to be capable of fair and equitable 
administration. We overlooked the fact that in the interpretation 
and administration of an act its apparent good purposes can become 
perverted. We overlooked the fact that the administration of price 
controls and the administration of wage controls were to be in the 
heads of two groups whose policies have turned out to be divergent. 

From the very first it was apparent that policy-making persons 
in OPS wanted to get out of their way any conflicting authority 
that might exist in the laws empowering the Secretary of Agricul- 
ture to support prices for agricultural commodities and to pierce 
ceilings when allowable and necessary. These and other ills which 
I propose to relate caused the revulsion of opinion among dairy- 
farm leaders and resulted in two emergency meetings of the executive 
committee of our federation. The last meeting was held on May 9, 
1951, at which several resolutions were passed which authorized the 
substance of the testimony I am presenting. 

These resolutions were not adopted entirely in revulsion from 
administrative policies. During the past 6 months there has been 
a growing belief among our people that whatever the emergency 
we face, it is one of a chronic character like a low-grade fever and 
may not for a long time reach a stage necessitating the harsh control 
measures which are being instituted. 

We now hold as follows: 

1. Present conditions do not warrant price and wage controls of 
the present and proposed types. The economy of the Nation can 
absorb the strain of the defense program without resorting to these 
types of control. 

2. The price and wage provisions of the Defense Production Act 
have been maladministered. We now have little hope that they will 
be administered without seriously curtailing the production of many 
agricultural commodities and disrupting our economic system to an 
extent not now warranted by the national and international situation. 

For example, although food prices to consumers had risen in Feb- 
ruary of this year about 126 percent over the 1935-39 average, and 
nonfood items had risen about 60 percent, the incomes of industrial 
workers had risen 300 percent and factory payrolls had increased 314 
times over the average of that base period. Between February 1948 
and February 1951 consumer food items were up 10 percent and non- 
food items 9 percent. Industrial workers’ incomes had risen 17 per- 
cent in the comparable period. 
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Milk sold wholesale from farms in February of this year was about 
156 percent above the 1935-39 average but 8 percent below the February 
1948 price level. Butterfat prices at the farm were 144 percent above 
the 5-year base but 12 percent below the level of February 1948, As 
of May 15 of this year the average prices to farmers for milk and 
butterfat sold wholesale were still 98 and 96 percent of parity, respec- 
tively. From the foregoing figures it is apparent that for dairy 
farmers “the time is out of joint.” 

Production costs have risen out of proportion to net returns. In- 
come returns of urban people and of producers of alternative farm 
products such as cotton and livestock are in unfavorable unbalance 
to dairy farmers. Before our people is the threat of price ceilings 
frozen at parity, which would maintain this unfavorable position 
and make it impossible to maintain even the 1950 production volume 
of milk and butterfat. The Wage Stabilization Board within the last 
few days announced unheard-of and appalling ceilings for labor on 
the farms. 

The Office of Price Stabilization has failed and is failing to make 
suitable provisions for milk and butterfat prices to rise to levels that 
will maintain production and prevent the shift of dairy farmers to 
other commodities. Prices of cotton, rice, beef cattle, lambs and veal 
calves are much higher in relation to other commodities than are the 
prices of milk and butterfat sold wholesale. This situation is revealed 
vividly in table I, attached to the formal statement of which this is 
an abbreviation. 

Unless milk and butterfat prices are permitted to rise to a more 
nearly normal relationship with the prices of competing farm com- 
modities, milk and butterfat production will decrease. 

The Defense Production Act does not make it mandatory for the 
Office of Price Stabilization to impose ceilings on farm prices when 
the parity level is reached. 

That, I think, Mr. Chairman, is very important. It is not manda- 
tory that the OPS impose these ceilings. It may impose ceilings at 
any level above parity that would appear to be in the interest of this 
country. The Office of Price Stabilization now has authority to per- 
mit dairy prices to rise above parity, if it were necessary to enable the 
milk production enterprise to compete with the other major livestock 
enterprises and cotton. 

However, announcement by the Office of Price Stabilization of its 
amendment 7 to the General Ceiling rice Regulation imposing ceiling 
prices at the farm level on milk and butterfat as soon as their prices 
reach parity, irrespective of the damage this would do, shows either 
little understanding of the national need or no regard for it. 

Furthermore, although the law permits dairy-product prices to ad- 
vance until milk and butterfat at least reach parity, the OPS has found 
the way to thwart that provision of the law os its control of processor 
and distributor margins. By freezing these margins and providing 
that any price advance in milk go in its entirety to the farmers, it has 
prevented processors and distributors from recovering increased com- 
mission costs and other costs incidental to such allowable price in- 
creases. The result has been that many commercial firms have refused 
to grant allowable price increases to farmers. 


















































1992 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


It is a slow process to increase milk production. It is a quick one 
to decrease it. To effect a production recovery requires a minimum 
of 3 years for the farmer to put a young animal into milk production. 

With little to encourage farmers to retain and milk their cows; 
with the discouraging factors of inadequate price returns, drainin 
of manpower from the farms into both industry and the Arme 
Forces, there is little reason to believe that this year’s total produc- 
tion of milk and butterfat will equal that of last year. It is there- 
fore of utmost importance that the pricmg policies of the Government 
should encourage rather than discourage dairy farmers. 

3. Our Federation has been deeply concerned with the improper 
administration of the Defense Production Act in relation to agricul- 
tural cooperatives. Under the General Ceiling Price Regulation, 
prices of agricultural commodities are permitted to rise at the raw- 
product level until they reach parity. As producer prices increase, 
processors may increase their ceilings on processed commodities to 
“pass through,” on a dollars-and-cents basis, the increased cost of 
these commodities. Such increases paid to the farmers are then 
passed along to the ultimate consumer. The purpose of these pro- 
visions is to let producer prices rise to the parity level but to hold 
processing, wholesaling and retailing margins constant. 

As early as the first week of February we learned that discrimina- 
tory treatment of agricultural cooperatives was being ——— in 
OPS. We did our best to correct it. But on March 22 OPS notified 
the California Fruit Growers Exchange at Ontario, Calif., denying 
it the right to increase prices which were allowed its competitors. 
The federation and other cooperative organizations immediately pro- 
tested the ruling, but it was not until May 11 that an amendment was 
issued to counteract it. That amendment in my judgment is inade- 
quate and does not produce equality of treatment even among the co- 
operatives that are members of our federation. The OPS regulation 
ignores the existence in the United States of cooperative bargaining 
associations which may or may not have plants but which, under pro- 
ducer contracts, act as sales and collecting agencies for their members. 

4. The Cole-Ives amendment to the act has been criticized by the 
United States Department of Agriculture. It has been specifically 
criticized before this committee as not easily administrable—if such 
a word is permitted—by Mr. C. E. Wilson. He said, “Carrying out 
this requirement has proved most difficult and could result in the 
maintenance of ceiling prices considerably above those prevailing 
in areas under marketing agreements.” First, there has been no ex- 
perience in administering the Cole-Ives amendment. Secondly, Mr. 
Wilson overlooked the fact that under the proviso of the Cole-Ives 
amendment the Secretary of Agriculture has authority to determine 
price ceilings in non-Federal-order markets, using the same price 
criteria that exist under the Agricultural Marketing Agreement Act 
of 1937. Consequently, he is in a position, at any time, to adjust 
any inequalities of pricing which might exist between a Federal-order 
market and a non-Federal-order market. 

He can do it both ways—he can either amend the orders under the 
Agricultural Marketing Agreement Act, or he can adjust the prices 
under the Cole-Ives amendment. 
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I note also that Secretary Charles F. Brannan appeared before 
this committee and stated in reference to this amendment that, “The 
amendment would substitute a relatively simple and workable formula 
for one which we believe to be very difficult if not impossible to put 
into effect.” The Secretary overlooked the fact that the amendment 
offered by the administration is merely a paraphrase of one phase of 
the Cole-Ives amendment which is presently in existing law. 

We are convinced that the Cole-Ives amendment could be more 
easily administered than the Agricultural Marketing Agreement Act, 
which, in earlier years, the Department also objected to for the same 
reasons that they now object to the Cole-Ives amendment. 

In regard to this problem, I submit as a part of my evidence a mem- 
orandum prepared by Mr. Otie M. Reed, our economist, who for 9 years 
was an employee of the Dairy Branch of the Department and for 
several years was the Director of the Branch. I also submit copy of 
a letter from Dr. E. W. Gaumnitz, who for about a period of 5 years 
was director of the Dairy Branch, United States Department of 
Agriculture. 

Both of these letters indicate that either of those gentlemen, if they 

were still Directors of the Branch, would have no great difficulty in 
administering the Cole-Ives amendment. 

Today the Federal order system represents about 150,000 dairy- 
farm families whereas under the Cole-Ives amendment the pricing 
arm oe affect more than 700,000 dairy-farm families. 

The administration bill proposes to give the President power 
at will to use subsidies to the farmers when ceiling prices paid by con- 
sumers are so unreasonably low that production cannot be maintained 
without additional compensation paid by the Government. 

The dairy industry has not yet recovered from the harmful effects of 
the butter subsidies in the last World War, and our farmers are 
thoroughly soured in regard to them. 

6. The licensing provisions of the proposed amendment are looked 
upon with disfavor by our members. There is no immediate emer- 
gency which justifies so drastic a regimentation of American economy 
as a licensing system implies. 

7. Neither the administration’s proposal to establish dairy and 
livestock parities annually or Secretary Brannan’s proposal to ‘freeze 
them semiannually are acceptable to us. A study which has been 
made by us indicates that the operations of the parity provisions of 
the proposals would tend to squeeze dairy farmers. 

It is true that the semiannual proposal would not squeeze as much, 
but neither of them do we consider to be as good as the custom in the 
a of making monthly computations of parity. 

8. A matter of great concern to us is the conflict which does exist 
between the Defense Production Act and the Agricultural Act of 
1949 with regard to price ceilings and price supports. Under the act 
of 1949 the Secretary can support prices at levels higher than parity 
if necessary to maintain production in the national interest. Under 
the Defense Production Act, however, OPS could prevent such prices 
from being established above parity, on the grounds that the later 
law takes precedence over the earlier law. 

It is our judgment that, to the extent possible, the pricing of agri- 
cultural commodities irrespective of ceilings should be in the hands 
of the Secretary. 
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As I could not possibly know what may be the final determination 
of this committee in regard to the administration’s request for ex- 
tension of the involved titles and its proposed amendments, I will 
conclude by summarizing the minimum safeguards under which dairy 
farmers can carry on. They are: 

1. Exemption from the provisions of any price control act, of the 
aa Marketing Agreement Act, and the Agricultural Act 
of 1949. ule 

: Retention of the entire Cole-Ives amendment in any price con- 
trol act. 

3. Prohibition of the licensing of business. 

4, Prohibition of agricultural subsidies, direct or indirect. 

5. A mandate requiring equality of treatment for agricultural co- 
operatives and other branches of the industry. 

6. Minimum ceiling prices for dairy products and for the milk and 
butterfat used therein, at such levels as may be determined by the 
Secretary of Agriculture to be necessary to assure an adequate supply 
of such commodities. 

That concludes my direct statement, Mr. Chairman. 

Senator Rosertson. Senator Lehman is in the audience, and we 
would be glad to have the Senator sit with us, if he cares to. 

The chairman has a letter from Mr. M. H. Brightman, executive 
director of the Dairy Industry Committee, representing the Ameri- 
can Butter Institute, National Cheese Institute, American Dry Milk 
Institute, International Association of Ice Cream Manufacturers, 
Milk Industry Foundation, and Evaporated Milk Association, ex- 
pressing the united viewpoint of those organizations that the proposal 
for subsidies in the pending bill are not desirable. 

If there is no objection, I will have that letter published in the 
record following the testimony of Mr. Holman. 

Senator Rosertson. Are there any questions? 

Senator Ives. I would like to ask Mr. Holman one question, if I 
may, Mr. Chairman: 

The bill we have before us, S. 1397, in page 8, section 104, has lan- 
guage dealing with price and wage stabilization, and then on page 9, 
subsection B deals with the milk situation to which you have referred, 
Mr. Holman? 

Mr. Hortman. Yes. 

Senator Ives. I take it you don’t want any of that language in the 
new act, or any new act that may be passed by the Congress; is that 
correct ? 

I just want to get clear on this. 

Mr. Hotman. That is correct, Senator; we don’t want the present 
language of the Cole-Ives amendment changed. 

Senator Ives. In spite of the fact that this language deals with a 
portion of the so-called Cole-Ives amendment, you don’t want any of 
’ this? 

Mr. Hotman. That is correct; we don’t want the present Cole-Ives 
amendment changed. The third part of the Cole-Ives amendment is 
exactly the same in language as the proviso of the Agricultural Mar- 
keting Agreement Act, under which the Secretary is administering 
a very great act for the benefit of the farmers and the people parr y: 

Also, we are a little surprised at his statement, and we believe he 
has been misinformed as to the issues. I have had several conferences 
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with the high officials of the Dairy Branch concerning the Cole-Ives 
amendment. About the only criticism they made to me, and to some 
20 people from all over the United States, concerned the rather ex- 
treme interpretation which they took of the expression “area of pro- 
duction.” 

They assumed that they had to go out and define right down to the 
very finest crossroad limits every area of production in the United 
States before they could even begin to administer the act, all of w hich 
I think is silly. It is well known that, if we should come into m: jor 
war, the administration of the Cole-Ives amendment would have to 
be more or less a rough-and-tumble matter. It could be very adequate, 
and just as adequate and quicker than the Agricultural Marketing 
Agreement Act with which we are in great accord. 

‘Senator Ives. I take it, however, you would prefer to have the whole 
title stricken from any new act that we might pass, or any extension of 
the present act; is that right? 

Mr. Hotman. We would poe 

Senator Ives. That is title IV, dealing with wage and price con- 
trols. You don’t want any of that at all? 

Mr. Hotman. We don’t like it; no, sir. 

Senator Ives. That is the title, you understand, of course, that this 
so-called Cole-Ives amendment appears in? 

Mr. Hotman. Those are my instructions: to request of this com- 
mittee. 

Senator Ives. Have you ever thought what might happen, assum- 
ing that title were to be stricken, and prices suddenly started bouncing 
upward? 

Mr. Hotman. Well, I have personally thought about it a good deal. 
I don’t think that our people generally believe th: at prices would go 
to extremes. They have been more fearful of the fact that wherever 
you give stand-by authority, the Administrator gets very ambitious 
to put it into effect prematurely. 

Senator Ives. Well, your criticism of the act is that it is, particu- 
larly as it now stands, that it deals primarily, I would gather, with 
the administration, rather than with the substance of the language in 
it; is that correct ? 

Mr. Hotman. I think that is fundamentally correct. I stated in 
the early part of my abbreviated statement that in November we 
entered into this thing wholeheartedly, believing, if there was any- 
thing like sympathetic administration of the act, that we could live 
with it. At that time we anticipated an earlier and a broader war. 
Now we are not so sure that we are going to have war, and we believe 
that there is a trend in the other direction with regard to prices. 

Senator Ives. Well, we are rather sure, are we not, that somewhere 
in the neighborhood of 20 percent of our over-all production in this 
country is going to be devoted to the defense effort ? 

Mr. Horman. That is correct. 

Senator Ives. Which means that in certain areas of production 
there are going to be shortages where consumer goods are concerned, 
and that of course is the chief reason for any thought of having price 
controls or wage controls or anything of the kind. To get back 
to the question I just asked you about the administration of that 
act, would you be in favor of title IV, which is the title having wage 
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and price controls in it, if it were administered as you would see 
fit yourself to have it administered ? 

Mr. Homan. Regarding that, I can only say that had it been so 
administered, I am sure that these emergency meetings of our execu- 
tive committee would not have been called, but I am under rather 
explicit directives now in the form of resolutions that have been 
passed. 

Senator Ives. I don’t want to embarrass“you, Mr. Holman, but I 
am trying to find out what the real ertticism here is. I take it one 
of the criticisms is that they were a little delinquent in setting up 
the machinery of administration; is that one? 

Mr. Hotman. No; that isn’t one. It is the method 

Senator Ives. You are satisfied, are you, that the administration was 
set up in plenty of time when they began to get at it in December? 

Mr. Hotman. I am satisfied they got it up about as fast as they 
could. It is the character—— 

Senator Ives. You don’t think they could have set it up any faster 
if they had started in September? 

Mr. Hotman. They probably could have, but they did a rapid job 
of setting it up after they got started. 

I know the Dairy Branch of the OPS was actually manned in about 
10 days. Of course, it had the cooperation of the entire dairy in- 
dustry in finding men. 

Still, some of the men that are in that branch are loaned from the 
industry. They have a very fine personnel there. Our complaints 
are not coming against the Dairy Branch of OPS, but against other 
departments in OPS, where the old OPA tactics are beginning to show 
their heads, and actual discrimination is ee ‘to be exercised 
against the agricultura] cooperatives of the country 

Senator Ives. What I am trying to find out from you, Mr. Holman— 
I realize you only represent the dairy industry, which is a pretty 
important part of Agriculture, comprising about 25 percent. 

Mr. Honan. Just about. 

Senator Ives. That is a rather sizable slice of it. What I am 
trying to find out is what the real objection is on the part of people in 
agric ulture to the idea of standby wage and price controls in an emer- 
gency such as we are in at the present time. 

You say, apparently, it is the way in which they have been carried 
out, or the way in which the stand-by authority has been exercised. 

Mr. Hoiman. Let me illustrate: It is well known to this committee 
that the prices of alternative products to which dairy farmers can 
shift production, at a time when prices were frozen, ranged all the 
way from 120 up to 152 percent of parity. At the same time, the 
prices of dairy products at the farm ranged around 89 to 90 percent 
of parity. We were frozen, indirectly, by the controlling of dealers’ 
margins, at a point where it becomes very difficult for us to maintain 
production. We think that dairy products should not be subject to 
an arbitrary rule applicable to all commodities at the same time. 

We think selective administration would be much better, and we 
know that dairy preducts must go higher than parity if there is to 
be adequate maintenance ofproduction. 

There are plenty of times when a farmer can take an old cow, fatten 
her up a couple of hundred pounds, and send her to the slaughterer 
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and get as much as $300 for her. That is quite a temptation, especially 
if there is only one boy on the farm and his mother and father are 
up to the 60-year-old point, to simply get rid of the cows, either for 
slaughter, or by selling them to the neighbors. 

It takes 3 years to bring a cow to the point of beginning production. 

Senator Ives. Then your real objection is to the administration of 
the act, and not to the idea of having stand-by authority in the act; is 
that it? 

Mr. Hotman. That, I would say,.was what moved our executive 
committee to take this position. 

Senator Ives. That is the thing I want to find out. 

Do you know whether that happens to be the viewpoint of all in 
agriculture, or is that just the dairy part of it ? 

Mr. Hotman. I can only speak for our position. 

Senator Ives. I have been slightly confused by the various resolu- 
tions I have been reading that don’t want wage and price controls, but 
they don’t state whether their criticism concerns the administration 
of the act, or whether the criticism deals with having anything of 
the kind there. 

Mr. Hotman. This resolution is only two short paragraphs. Per- 
haps I can read it: 













The National Milk Producers Federation opposes authority for price and wage 
controls as set forth in the present Defense Production Act and in amendments 
which have been proposed. It opposes subsidies on agricultural products as 
provided for in proposed legislation to extend and amend the present act, and in 
any other legislation. 

The federation does not oppose proposed amendment of the Defense Production 
Act to extend authority for allocations, priorities, credit controls, and the 
requisitioning and condemning of property. 

Senator Ives. I take it from that, then, it does oppose the extension 
of title IV, which deals with price controls and wage controls? 

Mr. Hotman. Yes. However, I think that probably the committee, 
in drafting that resolution, was thinking primarily of agricultural 
commodities. 

Senator Ives. Isn’t it rather difficult to have price controls, for 
example, and not have them apply to agricultural commodities as well 
as to other commodities ? 

Mr. Hotman. Yes; I imagine that would be very difficult. 

Senator Ives. I don’t see how it could be done very well. 

Mr. Hotman. I can give you another illustration: This is a ruling 
of the Wage Stabilization Board on May 17 of this year, in which 
they, (1) authorize agricultural wage increases without Board ap- 
proval up to and including one of the following: 

(a) The base rate plus 10 percent. 

(b) 95 cents per hour. 

(c) The piece rate customarily considered as corresponding to 95 cents per 
hour for the particular work stage of crop season and weather condition. 

(d) $225 per month without room and board. 

(e) $195 per month plus the use of a year-round house and the usual perquisite 
of a full-time agricultural employee. 

(f) $175 per month with room and board. 


I presume that applies to a single man. 


Increases beyond these amounts must receive Board approval. 


83762—51—pt. 3-2 
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Now, there are mighty few farmers in this country that can live 
under that. 

_ Senator Ives. I appreciate that, but that again is the administra- 
tion. 

Mr. Hotaan. That is another one of our accusations of maladmin- 
istration of the act. 

Senator Ives. Thank you very much. 

Senator Rozgerrson. Mr. Holman, how-do you account for the 
fact that the per capita consumption of milk last year was 65 pounds 
less than it was in 1942? 

Mr. Hotman. Well, sir, I have here some short tables, and one of 
them is right to that point. Let me approach it in a slightly different 
way: 

The 1925-39 average of milk cows on farms was 22,952,000. The 
1942 average was 25,081,000. The 1950 average was 22,779,000. 

Now, during that period, the total milk production in 1925-39 was, 
per cow, 4,379 pounds. In 1942, it was 4,740 pounds; in 1950, it was 
5,292 pounds. 

Senator Rogertson. That was due to what? 

Mr. Hoxtman. The artificial insemination program, developing 
rapidly over the country. 

Now, the total milk production in 1950 was about 2,000,000,000 
pounds higher than it was in 1942, so there has been a tendency for 
the cows to decline slightly, but for the total milk production per cow 
to increase very greatly. 

Senator Ronertson. That still doesn’t answer my question about 
consumption. You say to us that consumption last year was 65 
pounds per person less than it was in 1942. We are producing more 
milk than we were in 1942, and why, with all the programs that are 
advertised that milk is the best balanced food not only for children, 
but for adults, and that in food value it is the cheapest food we can 
use, Why has consumption of milk gone down ¢ 

Mr. Houtman. Of course, there is a variation. During the war 
period there was a greater consumption of milk per capita than there 
was in normal times, but the information coming into our organiza- 
tion indicates that the consumption of milk is again beginning to 
pick up considerably. 

I couldn’t give any other reason except it was a war impulse. There 
was a tremendous build-up by the Government for consumption to 
increase very materially, and of course there was tremendous con- 
sumption of fluid milk by the Army. 

Senator Roserrson. Has the price increase of fluid milk had any 
direct effect on this situation? What has been the price increase in 
8 years, from 1942 to 1950? 

Mr. Hotman. There has been a very notable price increase since 
1939. Of course, there has also been a very noticeable increase in costs. 

There has been a tremendous increase in the per capita income of 
the urban groups, so I think that you would find that so far as con- 
sumption of fluid milk and cream is concerned, there hasn’t been 
very much decline. The biggest decline to my knowledge has been in 
the consumption of butter, and part of that is due-— 

Senator Ropertrson. What about the price of butter as compared 
with oleomargarine? MHasn’t that caused a major shift of con- 
sumption ? 
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Mr. Hortman. Oleo ordinarily sells for about one-half the price of 
butter. During the period of 1942 to the present time, the per capita 
production of oleomargarine has gone from 2.7, we will say, up to 
about 6 pounds, whereas the consumption of butter has dropped from 
a high of 15.8 pounds in about that period down to about 10.8. 

Senator Roxnerrson. I understand recently that the Commodity 
Credit Corporation had disposed of all of its surplus butter, and is it 
now buying butter, or is there a firm market for the present supply ¢ 

Mr. Hotman. Well, it is rather notable that during the calendar 
year 1949, the Commodity Credit Corporation bought 114.3 million 
pounds of butter. In 1950, it bought 129.9 million pounds, and that 
makes for the 2 years a total of 242.2 million pounds. 

Senator Rosertson. How much is that in money ? 

Mr. Horman. Well, sir, that butter was bought at about 60 cents a 
pound. At the present time, the purchase price is 66 cents for grade 
A, and 64 cents for grade B. 

Senator Roperrson. Is it your position that when we are moving 
into a period 

Mr. Hotman. If I might, sir, let me make the comparison for this 
year. This year the Department has bought only 220,866 pounds 
of butter. It has bought 115,165 pounds of cheese, and it has bought 
3,615,845 pounds of nonfat dry milk powder. 

It is my prediction that all of the butter and all of the cheese that 
may be purchased during this surplus period will be disposed of by the 
Commodity Credit Corporation before December 1 without loss to the 
Government. 

Senator Ropertson. As you know, Virginia is a large milk-pro- 
ducing State, and I am very much interested in the welfare of the 
dairy farmers. I have supported their program and on your recom- 
mendation I voted to put the Cole-Ives amendment in here, although 
my good friend said he didn’t think it was workable. 

We put it in there, the Secretary says it isn’t workable and though 
you say it is after having given it a fair trial. Certainly the dairy 
farmers have gotten a lot of benefit out of soil conservation, which I 
supported, as well as the support for butter at 90 percent of parity 
when they were producing more than the market would take. 

I want to know if your position is this: That when we move into 
what is generally considered to be a dangerous period of inflation, 
when there is a likelihood of butter going above parity, and a market 
available here and abroad for full production, you don’t want the 
Government to lay a heavy hand upon the producers of milk and milk 
products, but we would like the Government to continue its support 
program so that if we ever have another depression, the Government 
would be there to put a floor under the price? 

Mr. Hotman. That is correct; and that is the reason I am suggest- 
ing to this committee to exempt the Agricultural Act of 1949 from the 
provisions of the defense production bill. 

Senator Rosertson. Well, I just want to see whether your are recom- 
mending that the Government pull out of this farm program alto- 
gether, or just pull out on the ceiling price, and leave the floor price 
—— in there. 

o you want the Government to turn the dairy farmers completely 
loose, repeal the support laws, and don’t put any control price in this 
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emergency on them, and let them go on a strictly private enterprise 
basis, sink or swim according to the way they can make it for them- 
selves ? 

Mr. Horman. No, sir; I haven’t suggested that. 

I don’t think that is a dog-in-the-manger attitude, either. I think it 
is in the interest of the public i in general for such a program of stabili- 
zation to be carried on. 

Senator Roserrson. As I say, I am very much interested in the 
dairy farmers, and I have also got some constituents who don’t pro- 
duce, but do consume, and I have to occ asionally look at the situation 
from their view. 

Are there any further questions ? 

The CuarrMan. I would like to comment on what you said, Senator. 
I would like to say that I supported those amendments last year with 
the same understanding that you did, and Senator Ives, and I don’t 

see how we can exempt all agricultural products under the 1949 act, 
and put a freeze on other things. I don’t see how we can treat one 
group one way and another group another way. 

Senator Ives. Mr. ¢ ‘hairman, I would like to get this thing cleared 
up with Mr. Holman. 

What you are driving at is all agricultural products, isn’t it, not 
just milk that you are recommending be taken out from under the 
1949 act ? 

Mr. Hotman. That is the way I interpret the resolution, Senator. 

Senator Ives. That is what I thought you meant. 

Senator Scuorrpret. Mr. Holman, I would like to ask you this 
question : 

On page 4 of your statement, you point out that on May 18 the 
Wage Stabilization Board freed eA arm wage workers, as you pointed 
out, to an established figure of 95 cents an hour. Now, with the com- 
petition in the defense industries, some of them paying twice and in 
certain categories three times that wage, with the long hours involved 
on the farm working units, and if these workers who go to the farms 
go to a 40-hour week with time and a half for overtime, and these 
controls stay on, what is going to happen to your business? 

Mr. Hotman. Well, there will be quite a squeeze on a great many 
farmers throughout the country, an@ many of them will not be able 
to carry on their enter prises. 

Senator Scuorrren. In other words, you are going to have to get 
more for your milk. 

Mr. Hotman. That is right, sir. 

Senator SCHOEPPEL. And that i is going to mean that the consumer, 
when he picks up his quart of milk at his back door, or gets it from 
his country grocer or city grocer, he is probably going to hesitate to 
keep taking it aw ay in the quantities that he did before. 

Mr. Houtman. That might be true, but I have an implicit belief 
that the purchasing power of the consumer today is so much greater 
than it ever was that prices have now become purely relative. An 
hour’s work today will purchase a great deal more butter, a great deal 
more milk, than at any time in the history of the United States. 

Senator Scuorrren. I agree with you, Mr. Holman. I come from 
an area that is out in the agricultural section, and I know something 
about it. I am not one of the fellows who read about this in books. 
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IT was a kid on the farm, and spent over 30 years there out where it 
was tough to get the job done. The elements weren’t so kind as they 
are in a lot of places. We weren’t assured of good crops at all, all the 
time. 

I agree with you that the relatively high wage level—and that is 
all right with me—should also carry w ith it a relativ ely broader 
understanding of what those wages produce and can buy in relation 
to these agricultural and food products, and I think it is being lost 
sight of in a lot of places. 

Mr. Hotman. I am sure it is. 

Senator Scnorrret. I am just wondering, if these wage levels go 
up to a greater degree in your dairying industry—should they go in 
a lot of areas to time and a half overtime, and you know there is a 
lot of overtime on farms, they don’t look for this 8-hour stuff on 
farms, it may be all right in industry, and it is according to the pattern, 
but you don’t find it on those farms and ranches. 

How much of an impact do you think that will have on your industry 
in these congested areas where you have to have that type of constant 
labor ? 

Mr. Hotman. I think it will have very much of an impact especially 
upon dairy farming. 

Senator Scnorrren. You think obviously, then, in the administra- 
tion of this act, that they should take into consideration that when 
you are in that kind of a position, they should recognize it as per- 
mitting you to go up on your price bracket ? 

Mr. Hotman. That is right. I have stated previously that in my 
judgment, in the judgment of our people, the present price ceilings on 
dairy products must be allowed to go above parity. 

Many of our people think that price ceilings on dairy products 
should be around 120 percent of parity. I personally don’t know. 
I think it should be studied carefully to determine the level at which 
the products will continue to move freely into consumption. 

Senator Scnorrren. Thank you, Mr. Holman. 

The Cuarrman. Are there any further questions, gentlemen ? 

I was late coming because I was attending a meeting of the Appro- 
priations Committee. Was there anything else you desired to say, 
Mr. Holman? 

Mr. Hotman. No, sir; but I would like to have the privilege of 
having my original manuscript printed in the record of the hearing, 
together with the attached tables, from which 1 have quoted. 

The CuairMan. Without objection, that may be done, sir. 

We appreciate your coming here, sir. 

Mr. Hotman. Thank you, “gentlemen. 

(The prepared testimony of Mr. Holman follows: ) 





STATEMENT OF CHARLES W. HoLMAN, SECRETARY, NATIONAL MILK PRODUCERS 
FEDERATION 


The National Milk Producers Federation is a Nation-wide organization of dairy 
cooperatives composed of 91 direct member associations and some 600 or more 
submember groups, with offices at 1731 Eye Street NW., Washington, D. ©. 
These members and submembers of the federation are cooperative associations 
wholly owned and operated by some 450,000 farm families living in 46 States who 
are engaged in the processing and marketing of milk and dairy products. About 
one-fifth of the milk or milk equivalent sold from farms in the United States is 
marketed by producers through cooperatives with the Federation. 
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I appear before you today to oppose extension of title IV and certain other 
provisions of the Defense Production Act of 1950 together with the amendments 
proposed by the Administration, notably the attempt to saddle upon us subsidies 
in lieu of fair prices and to shackle us with licenses which will give the Govern- 
ment the power of life and death over any business enterprise. 

Our experience with this act is a study in disillusionment. Although opposed 
in principle to rigid price controls, the membership of our federation last Novem- 
ber thought that since the Congress had decided that price and wage stabilization 
should be synchronous, the Defense Production Act of 1950 appeared to be capa- 
ble of fair and equitable administration. We overlooked the fact that in the 
interpretation and administration of an aet, its apparent good purposes can 
become perverted. We overlooked the fact that the administration of price con- 
trols and the administration of wage controls were to be in the hands of two 
groups whose policies have turned out to be divergent. 

We also overlooked the fact that the Office of Price Stabilization would imme- 
diately become the mecca for individuals bursting with untried theories just as 
the OPA was the mecca and headquarters of such strange theories during World 
War II. 

At any rate we supported the act in good faith only to find it increasingly 
difficult to live under. This has been due in large part to the abortive view 
taken of it by many who administer it. The result is that our own cooperatives 
are being sabotaged by reckless and unrealistic administrative rulings. 

From the very first it was apparent that policymaking persons in OPS wanted 
to get out of their way any conflicting authority that might exist in the laws 
empowering the Secretary of Agriculture to support prices for agricultural com- 
modities and to pierce ceilings when allowable and necessary. This broke out 
into a conflict between the two agencies over the support price for powdered 
milk. These and other ills which I propose to relate caused the revulsion of 
opinion among dairy farm leaders and resulted in two emergency meetings of 
the executive committee of our federation. The last meeting was held on May 9, 
1951, at which several resolutions were passed. Among them was the following: 

“The National Milk Producers Federation opposes authority for price and 
wage controls as set forth in the present Defense Production Act and in amend- 
ments which have been proposed. It opposes subsidies on agricultural products 
as provided for in proposed legislation to extend and amend the present act, and 
in any other legislation. 

“The federation does not oppose proposed amendment of the Defense Produc- 
tion Act to extend authority for allocations, priorities, credit controls, and the 
requisitioning and condemning of property.” 

The above resolution was not adopted entirely in revulsion from administra- 
tive policies. During the past 6 months there has been a growing belief among 
our people that whatever the emergency we face, it is one of a chronic character 
like a low-grade fever and may not for a long time reach a stage necessitating 
the harsh control measures which are being instituted. We should have known 
that even though the price-control provisions are optional and not mandatory, 
the temptation of such powers would prove overwhelming and industry strait- 
jackets would be applied wherever possible. 

We now hold as follows: 

Present conditions do not warrant price and wage controls of the present and 
proposed types. The economy of the Nation can absorb the strain of the defense 
program without resorting to these types of control. 

The price and wage provisions of the Defense Production Act have been mal- 
administered. We now have little hope that they be administered without 
seriously curtailing the production of many agricultural commodities and dis- 
rupting our economic system to an extent not now warranted by the national 
and international situation. 


AGRICULTURE’S POSITION HAS BEEN PREJUDICED 


For example, although food prices to consumers had risen in February of this 
year about 126 percent over the 1935-39 average, and nonfood items had risen 
about 60 percent, the incomes of industrial workers had risen 300 percent and 
factory payrolls had increased 3% times over the average of that base period. 
Between February 1948 and February 1951 consumer food items were up 10 per- 
cent and nonfood items 9 percent. Industrial workers’ incomes had risen 17 
percent in the comparable period. 
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Milk sold wholesale from farms in February of this year was about 156 per- 
cent above the 1935-39 average but 8 percent below the February 1948 level. 
Butterfat prices at the farm were 144 percent above the 5-year base but 12 
percent below the level of February 1948. As of Aprial 15 of this year the 
average prices to farmers for milk and butterfat sold wholesale were still 97 
and 89 percent of parity, respectively. From the foregoing figures it is apparent 
that for dairy farmers “the time is out of joint.” 

Production costs have risen out of proportion to net returns. Income re- 
turns of urban people and of producers of alternative farm products such as 
cotton and livestock are in unfavorable unbalance to dairy farmers. Before 
our people is the threat of price ceilings frozen at parity, which would main- 
tain this unfavorable position and make it impossible to maintain even the 
1950 production volume of milk and butterfat. 

Here’s a simple but poignant illustration. The morning papers of May 18 
carried a story that the Wage Stabilization Board had freed farm wage workers 
to obtain wages on an hourly basis up to 95 cents per hour. The next step may 
well be time-and-one-half for such workers for over 40 hours a week, and yet 
we are still unable to get the Department of Agriculture to allow a wage re- 
turn for the farm operator in the computation of parity. 


DAIRY PRODUCTS BARRED FROM PROPER PRICE RELATIONSHIPS 


The Office of Price Stabilization has failed and is failing to make suitable 
provisions for milk and butterfat prices to rise to levels that will maintain 
production and prevent the shift of dairy farmers to other commodities. Prices 
of cotton, rice, beef cattle, lambs and veal calves are much higher in relation 
to other commodities than are the prices of milk and butterfat sold wholesale. 
This situation is revealed vividly in table I attached to this statement which 
shows the price relationship of selected agricultural commodities for the months 
of May and June 1950 and April 1951. 

Unless milk and butterfat prices are permitted to rise to a more nearly normal 
relationship with the prices of competing farm commodities, milk and butterfat 
production will decrease. It may be argued that the recently announced plans 
to roll back beef prices will cure a part of this disparity. I do not believe so. 
It is rather optimistic to expect such a result simply by rolling back meat prices 
in the absence of any consumer ration program. Consumers will desire to use 
more beef at the reduced prices. This will mean shortages, and, no doubt, 
black markets and the rest of the problems that arise when such abortive at- 
tempts are made to control prices. 

Let me again emphasize, the Defense Production Act does not make it man- 
datory for the Office of Price Stabilization to impose ceilings on farm prices 
when the parity level is reached. Imposition of price ceilings on a selective 
basis is permissible, and at any level above parity that would appear to be in the 
interest of this country. The Office of Price Stabilization now has authority to 
permit dairy prices to rise above parity, if it were necessary to enable the milk 
production enterprise to compete with the other major livestock enterprises, 
and cotton. 

However, announcement by the Office of Price Stabilization of its amend- 
ment 7 to the General Ceiling Price Regulation imposing ceiling prices at the 
farm level on milk and butterfat as soon as their prices reach parity, irrespective 
of the damage this would do, shows either little understanding of the national 
need, or no regard for it. 

It is a slow process to increase milk production. It is a quick one to decrease 
it. In 1942 per capita consumption of milk and its products averaged 839 
pounds—an all-time high. This had declined to 750 pounds in 1948. Last year 
it increased to 774 pounds. Total milk production is not holding its own in 
relation to population growth. 

With little to encourage farmers to retain and milk their cows; with the 
discouraging factors of inadequate price returns, draining of manpower from 
the farms into both industry and the Armed Forces, there is little reason to be- 
lieve that this year’s total production of milk and butterfat will equal that of 
last year. For the first 4 months of 1951 total butter production showed a 
drastic decline of 19 percent as compared with the same period of last year. 
Cheese production also was down. However, utilization of milk in the form of 
fluid milk is showing a tendency to increase, thus enabling producers in some 
cases to shift their market outlets to where the gains will be more satisfactory. 

It is therefore of the utmost importance that the pricing policies of the Govy- 
ernment should encourage rather than discourage dairy farmers. 
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The Office of Price Stabilization also has been unrealistic in not providing 
in its regulations seasonal differentials for such commodities as butter, cheese, 
and evaporated milk which must be stored. If price controls should be con- 
tinued without reasonable allowances for storage and carrying charges, there 
will be serious disruption in normal marketing procedure. The same is true 
of historical price differentials based on geographical location. 


FARMER COOPERATIVE VICTIMS OF IMPROPER ADMINISTRATION 


Our federation has been deeply concerned with the improper administration 
of the Defense Production Act in relation.to agricultural cooperatives. Under 
the General Ceiling Price Regulation prices of agricultural commodities are 
permitted to rise at the raw-product level until they reach parity. As pro- 
ducer prices increase, processors may increase their ceilings on processed com- 
modities to “pass through,” on a dollars and cents basis, the increased cost of 
these commodities. Such increases paid to the farmers are then passed along 
to the ultimate consumer. The purpose of these provisions is to let producer 
prices rise to the parity level but to hold processing, wholesaling and retail- 
ing margins constant. 

As early as the first week of February we learned that discriminatory treat- 
ment of agricultural cooperatives was being planned in OPS. We began a series 
of conferences with OPS officials and even suggested carefully drawn language 
for an amendment to the regulation which would maintain equality of treatment. 
At one time it looked as if our recommendations would be accepted in their 
entirety but road blocks were put in the way. The first official move was a 
ruling aaginst the California Fruit Growers Exchange at Ontario, Calif., 
denying it the right to increase prices which were allowed its competitors. The 
federation and other cooperative organizations immediately protested the ruling, 
but it was not until May 11 that an amendment was issued to counteract it. That 
amendment in my judgment is inadequate and does not produce equality of 
treatment even among the cooperatives that are members of our federation. 
The amendment is directly solely toward cooperatives that process. The OPS 
regulation ignores the existence in the United States of cooperative bargaining 
associations which may or may not have plants but which, under producer 
contracts, act as sales and collecting agencies for members. 

The amendment leaves up to the Government the question of the legality of 
all cooperative price increases made between January 26 and May 16, 1951. 
While I am advised by our lawyers that there is little likelihood that any court 
would sustain the legality of so unreasonable and so discriminatory an interpre- 
tation, this matter should not be left in so unsettled a state as to require a court 
proceeding. That is particularly true when under the Defense Production Act 
appeals from OPS rulings can only be handled by special courts under special 
procedure, Dealing with those responsible for policy at this juncture is like 
mending a leaky bucket. You patch it up in one place and it promptly bursts 
out in another. 


COLE-IVES PRINCIPLE WORKABLE, BUT UNDER ADMINISTRATIVE FIRE 


The Cole-Ives amendment to the act has been criticized by the United States 
Department of Agriculture. It has been specifically criticized before this com- 
mittee as not easily administrable, by Mr. C. E. Wilson. In reference to that, 
Mr. Wilson said “Carrying out this requirement has proved most difficult and 
could result in the maintenance of ceiling prices considerably above those 
prevailing in areas under marketing agreements.” First, there has been no 
experience in administering the Cole-Ives amendment. Second, Mr. Wilson 
overlooked the fact that under the proviso of the Cole-Ives amendment the 
Secretary of Agricylture has authority to determine price ceilings in non- 
Federal order markets, using the same price criteria that exist under the 
Agricultural Marketing Agreement Act of 1937. Consequently, he is in a position, 
at any time, to adjust any inequalities of pricing which might exist between a 
Federal order market and a non-Federal order market. 

I note also that Secretary Charles F. Brannan appeared before this com- 
mittee and stated in reference to this amendment that “The amendment would 
substitute a relatively simple and workable formula for one which we believe 
to be very difficult if not impossible to put into effect.” The Secretary overlooked 
the fact that the amendment offered by the administration is merely a para- 
phrase of one phase of the Cole-Ives amendment which is presently in existing 
law. 
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I must confess to some degree of wonderment that such a criticism should be 
made by either Mr. Wilson or the Secretary when in my personal experience 
“with the high officials of the Dairy Branch in the Department the only big 
criticism made by them was the difficulty of establishing marketing areas, and 
yet the term “marketing areas” is used in the substsitute proposal before. us 
committee. 

The Cole-Ives amendment offers three criteria for the establishment of mini- 
mum price ceilings. They are (1) parity; (2) prices which is such marketing 
areas will bear the same ratio to the average farm price of milk sold wholesale 
in the United States as the price for such fluid milk in such marketing areas 
bore to such average farm price during the base period; and (3) authority to 
the Secretary to fix reasonable prices after taking into consideration the prices 
of feeds, the available supply of feeds, and other economic conditions in any 
marketing areas in order to insure a sufficient quantity of pure and wholesome 
milk and be in the public interest. 

We have had a long, varied, and somewhat turbulent experience with the 
Government in administering laws. Many times we have been told that actions 
of the Congress could not be administered in a practical way. Later, under 
insistence by the Congress and the people, these same agencies found it 
practicable to put into operation directives which they had previously thought 
might in some way curtail their power. 

So with the Cole-Ives amendment, we are convinced that it could be more 
easily administered than the Agricultural Marketing Agreement Act which, in 
earlier years, the Department objected to for the same reasons that they now 
object to the Cole-Ives amendment. 

In regard to this problem, I submit as a part of my evidence a memorandum 
prepared by Mr. Otie M. Reed, our economist, who for 9 years was an employee 
of the Dairy Branch of the Department and for several years was the Director 
of the Branch. I also submit copy of a letter from Dr. EB. W. Gaumnitz, who for 
about a period of 5 years was Director of the Dairy Branch, United States De- 
partment of Agriculture. 

It should be remembered that administration of this amendment does not eall 
for the same finely chiseled technique which has been developed since 1933 in ad- 
ministering the Federal order markets. It is intended to be a rather rough-and- 
tumble method of handling the market-area problems, but there is no reason why 
the same pricing technique cannot be exercised by the Secretary which is exer- 
cised with regard to the Federal order system. Today the Federal order system 
represents about 150,000 dairy-farm families whereas under the Cole-Ives amend- 
ment the pricing provisions affect more than 700,000 dairy-farm families. 


PROPOSALS FOR SUBSIDIES SHOULD BE KILLED 


The administration bill proposes to give the President power at will to use 
subsidies to the farmers when ceiling prices paid by consumers are so unreason- 
ably low that production cannot be maintained without additional compensation 
paid by the Government. When paid, they constitute an irrefutable admission 
that prices paid by consumers do not represent the fair value of the commodities 
which are subsidized. 

Over a period of time, however, consumers tend to look upon these subsidized 
prices as true market values of the product. Therefore, when subsidies are re- 
moved, consumers resent the rebound of prices to their proper levels. It takes 
years to overcome this resentful state of mind. The dairy industry has not yet 
recovered from the harmful effects of the butter subsidies in the last World War, 
and our farmers are thoroughly soured in regard to them. Even before agricul- 
tural subsidies were inaugurated, we opposed them in principle. We knew that 
for every dollar they might take off the consumer’s grocery bill, they would 
add a dollar to the Nation’s taxpayer. 


LICENSING PROPOSAL IS UNWARRANTED 


The licensing provisions of the proposed amendment are looked upon with dis- 
favor by our members. There is no immediate emergency which justifies so dras- 
tic a regimentation of American economy as a licensing system implies. Our 
opposition to licensing extends back to the Coolidge administration when, under 
the guise of helping, it was proposed to license the cooperatives of the Nation 
without licensing their competitors. A bill to that effect even came out of the 
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House Committee on Agriculture. Our organization was successful in substi- 


tuting on the floor the Dickenson bill which provided assistance to cooperatives 


wherever the administration bill provided for a hair shirt. 

A majority of the American people will do their best to comply with any 
reasonable price-control legislation enacted by the Congress, provided it is 
justly and understandly administered. For those who are trying to comply, all 
that is needed is sympathetic consideration of their problems. For the few 
who willfully disregard the law, criminal penalties are already provided. But 
whenever a business institution is licensed, its existence depends upon the 
license, and only the most extreme emergency could even partially justify such 
an abuse by the Government of human rights. 


ANNUAL OR SEMIANNUAL PARITY BASIS UNACCEPTABLE 


Neither the administration’s proposal to establish dairy and livestock parities 
annually or Secretary Brannan’s proposal to freeze them semiannually are 
acceptable to us. A study which has been made by us indicates that the 
operations of the parity provisions of the Agricultural Act of 1949 should not 
be tampered with and that both of the proposals would tend to squeeze dairy 
farmers. A special memorandum on this point is attached to this statement 
which was prepared by our economist, Mr. Reed. 

If the Congress decides that there must be an extension of the price regulatory 
authority contained in title IV of the act it is our belief that parity should 
be calculated each month as it has been in the past. 


PRICE-SUPPORT PROGRAM SHOULD NOT BE DISTURBED 


A matter of great concern to us is the confict which does exist between the 
Defense Production Act and the Agricultural Act of 1949 with regard to price 
ceilings and price supports. Under the act of 1949 a new modernized parity defi- 
nition has been built. Support prices for agricultural productions based upon 
this parity definition are provided for and made mandatory for many major 
agricultural productions. Under the conditions prescribed by that act the 
Secretary can support prices at levels higher than parity if necessary to maintain 
production in the national interest. Under the Defense Production Act, however, 
OPS could prevent such prices from being established above parity. It is our 
judgment that to the extent posssible, the pricing of agricultural commodities 
irrespective of ceilings should be in the hands of the Secretary. Consequently 
we believe that just as the Agricultural Marketing Agreement Act of 1937 is 
exempted, so should be the Agricultural Act of 1949. 

We do not take kindly to the proposal which would increase tax penalties of 
price offenders. The taxing power of the Government should be used only to 
raise revenue and not to punish offenders. There is an increasing resentment 
over the complexities of tax legislation that ought not to be ignored by the 
Congress. 


MINIMUM SAFEGUARDS UNDER PRICE CONTROLS 


I have tried to tell you about the principal objections which our people have 
to titles 3 and 40 of the Defense Production Act and to proposals related pri- 
marily to those titles in the bill which is before this committee for consideration. 
I feel sure that our views are shared by most of the organizations in the United 
States representing or connected with agriculture. As I could not possibly know 
what may be the final determination of this committee in regard to the ad- 
ministrations’s request for extension of the involved titles and its proposed 
amendments, I will conclude by summarizing the minimum safeguards under 
which dairy farmers can carry on. They are: 

1. Exemption from the provisions of any price-control act, of the Agricultural 
Marketing Agreement and the Agricultural Act of 1949. 

2. Retention of the entire Cole-Ives amendment in any price-control act. 

3. Prohibition of the licensing of business. 

4. Prohibition of agricultural subsidies, direct or indirect. 

5. A mandate requiring equality of treatment for agricultural cooperatives 
and other branches of the industry. 

6. Minimum ceiling prices for daily products and for the milk and butterfat 
used therein, at such levels as may be determined by the Secretary of Agriculture 
to be necessary to assure an adequate supply of such commodities. 
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‘TABLE 1—Comparison of parity prices, and the percentage actual farm prices 
were of parity prices for selected agricultural commodities, May and June, 
1950, and April 1951 
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Corn ...-...-..--.---.----| Bushel (dollars)-- z 1. 59 84 1. 60 85 1.75 93 
Butterfat...........-....-| Pound (cents) - 70. 4 91 70.6 92 77.0 89 
Milk, wholesale. 1 SREY Hundredweight (dollars) | 4.39 88 4. 41 R7 4.81 97 
TRE TREES 6 incccedensen= Fe NG bal iibistadhenls kerdwioae 17. 20 | 135 17. 30 137 19. 90 152 
Ces Cc owners Pound (cents)......-....- |} 29.0 78 29.1 76 | 31.4 93 
| See esse ee 50. 6 68 | 51.1 66 | 52.6 94 
i er _....---| Hundredweight (dollars)_| 19.10 97 19. 20 93 21. 40 96 
I tn ah oe retinitoch Dn nhs chhekeanen | 19.00 129 19.10 130 | 21.80 157 
Veal calves.....- alinoti dance lehas iacunidiasnintinandeabiom 19. 40 132 19. 40 134 22. 20 153 


i { 


1 Per bushel. 


Source: Agricultural prices, published by the Bureau of Agricultural Economics, U. S. Department of 
Agriculture. 


Purchases of butter, cheese, and nonfat dry milk solids under the price-support 
program of the Commodity Credit Corporation, 1949 to date 














, } i akin | Nonfat iry- 
Year Butter Pa heese | snitic weditle 
Millions of pounds 
Calendar year 1949__....-. Mimdlninacmaa eda t is tadaceada | 114.3 25.5 
a a eS Le a saben aren elem pote 129.9 108. 9 
Calendar year 1951 (J inuary- TOURS is se eB 
Total, 1949, 1950, and first quarter, 1951, programs__-_-.- | 242. 2 134. 4 
——— a ———EE t — — 
| Actual pounds purchased 
SRS es Bb ON EE 0 w cacnnceuiccncccnewitskubicetibese cass 220, 866 | 115, 165 | 3, 615, 845 


j 
' i 


Source: Compiled from reports of the Dairy Branch, Production and Marketing Administration, U. 8S. 
Department of Agriculture. 





| Reconstruc- Commodity Credit payments 
| tion Finance to producers 
Fiscal year ending— RN at 
payments to 
slaughterers Cattle! Sheep 2 











June 30, 1944 a rk coe ital Ol aie i 
June 30, 1945 3, 506 $5, 000, 156 |....- : ed 
June 30, 1946 , 471 31, 902, 396 $43, 237, 326 

teint cance claiaadeamastomareaeiecretaiared | 1,847, 749, | 604 36, 902, 552 43, 237, 326 


1 Program began May 19, 1945, and ended June 3, 1946. 
2 Program began Aug. 5, 1945, ‘and ended June 3, 1946. 
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Production and Marketing Administration payments to producers 

















Calendar year | Milk Butterfat 
OO nt teers eee A en | $43, 700, 526 | $5, 975, 947 
Sect heer Re er ce) oe he eee eee ot | 331, O14, 678 | 54, 653, O71 
ca ee See SA Ne i IE | 386, 512, 916 | 97, 674, 234 
aca ae ro ae | 222, 972, 087 64, 059, 963 
RRR = Sees Ce eee Soh ee eee eee -| 984, 200, 207 | 222, 363, 215 





Nore.—Program began October 1943. 


Cash receipts from farming, value of sales of dairy products, and percentage the 


sales of dairy products have of total cash receipts from farming, United States, 
1939-50 

















| | 
| Feowmiane 
Talna of caleg | Value of sales 
Year Cash receipts | V onan at anit of dairy prod- 
from farming | . ducts | ucts is of total 
pre ~ | cash receipts 
|} from farming 
| 
| 
Million dollars | Million dollars 
eit iat Re le es ee 8, 684 | 1,345 | 15.5 
1940... . - a a a SN 9, 130 | 1, 520 16. 6 
Se iinnidsiing pao irae teste ee ee 11, 767 | 1, 899 16. 1 
soe 3 a re ae 16, 069 2, 336 14.5 
a hia 2 Scepalieiaiicaiieas it erliead tai tn aii Si Boe ae 20, 106 2, 807 14.0 
cal a a 21, 164 | 2, 938 13.9 
atelier cient ceed te 22, 289 3, 063 13.7 
i aia Nie le i i as 25, 636 3, 736 14.6 
I ciate ints cinccatteintin ek int cknter ie aee acre gt tian ne ie i ol a 20,35 | 4, 046 13.3 
tees sie ia a a a a ae te 30, 801 | 4, 441 14.4 
cli nee eee aE pineadtce detainee 28, 312 3,778 | 13.3 
PO Rak lctprcuka Duin kon cdicildreissccesonwnabeah 28, 188 | 3, 763 13.3 
i i 





1 Preliminary. 


Source: Agricultural Statistics, 1950, p. 636, 1939-48, 1949-50 from Farm Income Situation January 
February 1951 and Farm Production, Disposition, and Income from Milk, 1949-50, 


Milk cows and milk production on farms, total and per capita, 1925-39 average 
and 1940-50 




















Average . | 
number of | »» | Percapita | Milk produc- 
Year | milk cows on ——— — milk produc-| tion per cow 
| farms during | Proeuction * | tion 
year ! 
| ? | | 
j | j 
| Millions of | 
| Thousands pounds | Pounds Pounds 
OER NN ie alae ll janie 22, 952 100, 369 | SO8 4,379 
Sl ihctctiitinincdeiiexcotiadipean patna lana te ideindeindintmaamtaediniraank w 23, 677 | 109, 502 830 | 4, 625 
Be ikbaOiks cheb ace bceetidaddnadancdcqneeades 24, 312 115, 268 865 4, 741 
ses deiench cts chats sisi celina Unt livin eainitiiatignhe tei taille 25, 081 | 118, 884 S83 4,740 
I sbalinatieetis sulin imcacte inact eslemie ace 25, 574 117, 785 863 4, 606 
ee ee on ee ee ae a 25,775 | 117, 992 | 855 4, 578 
SN Bind sSdcievasieeintinndtin a agtaes Niknin cm week een heeee 25, 329 | 121, 504 | 870 4, 797 
iil etie etait sh wesculnsiateinenatiictacasaticestiaie ihre tian te 24,475 119, 713 S48 4, 891 
1947__._. Sasha a en al ala ae 23, 825 | 119, 065 827 | 4, 997 
i esessds icine onestaceicaabbhcneaetaehebeinkeieds died te aaa 22, 933 115, 527 | 788 5, 038 
Penceckchieadanamee phiidinw ocd angieedbnpeie 22, 745 | 119, 245 799 | 5, 243 
Gc oattonaskncbicniindnéndntias dabbles 22, 779 120, 555 794 | 5, 292 
i i | 


1 Average number on farms during year, excluding heifers not yet fresh. 
2 Excludes milk sucked by calves and milk produced by cows not on farms. 
3 Preliminary. 


Source: Milk Production on Farms and Statistics of Dairy Plant Production, 1950, published by the 
Bureau of Agricultural Economics, U. 8. Department of Agriculture. 
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NATIONAL MILK PRODUCERS FEDERATION, 
EcONOMIcsS DIVISION, 
May 22, 1951. 
Memorandum to: Mr. Charles W. Holman, secretary. 
From: Otie M. Reed, economist. 
Subject: The proposal of the administration to delete the ratio provision of the 
Cole-Ives amendment to the Defense Production Act of 1950. 


In the administration’s proposed bill to amend the Defense Production Act of 
1950, the ratio provision of the so-called Cole-Ives amendment is deleted. This 
portion of the Cole-Ives amendment provides that ceilings may not be fixed at 
the producer level at a price lower than parity, or a price which would maintain 
the same ratio between the farm price of milk sold wholesale as existed in the 
May-June 1950 base period, whichever is higher. 

The administration’s proposal retains the provision in the Cole-Ives amend- 
ment which provides that, if the Secretary of Agriculture finds that the prices 
fixed under the parity or ratio criterion are unreasonable in any marketing area, 
in view of the price and supply of feeds and other economic factors in the market, 
he shall determine the price that would reflect such factors, and insure a suffi- 
cient quantity of pure and wholesome milk, and this price shall become the ceiling 
price. 

In effect, the administration’s proposal would mean that the following admin- 
istrative procedure would be used in fixing ceiling prices in non-Federal order 
markets : 

1, When milk and butterfat prices reach parity for the country as a whole, all 
prices would be frozen at the producer level. 

2. In case protests of the price levels were encountered in different markets, 
the Secretary would then make the finding as to the price that should prevail, 
and this would become the ceiling price. 

Secretary of Agriculture Charles F. Brannan, in his testimony before the House 
Committee on Banking and Currency, May 14, 1951, remarked as follows concern- 
ing the Cole-Ives amendment: 

“To summarize, we do not have and do not believe we can get reliable data 
that would be required by the formula in the law; the provision is therefore 
probably impossible to administer; and if it could be put into effect the resulting 
prices probably would not be consistent with the stabilization objectives of the 
act.” 

This statement of the Secretary follows along the line of argument which has 
been advanced by the Dairy Branch in its discussions of the matter with our 
staff, and those given in January this year when a number of our members from 
non-Federal order markets met with Dairy Branch officials. 

As to the statement that if the provision could be administered, the result- 
ing prices probably would not be consistent with the stabilization objectives of 
the act, I assume that the Secretary means that it would result in prices that 
are too high. 

With respect to the presumed criticism that the ratio provision results in ab- 
normally high prices, it is to be noted that almost any scheme that ties prices 
to a variable on a ratio basis, such as the wholesale price of milk, will result 
in widely varying prices, many appearing too high—many too low. This is be- 
cause there are very marked differences in the basic prices between markets, and 
the application of a percentage figure maintains these differences, accentuating 
the differences with respect to high priced as compared to low priced markets. 

In order to develop a rough indication of the prices that would prevail under 
the ratio provision of the Cole-Ives amendment, I have prepared several tables 
which are attached to this memorandum. 

Table 1 shows for 35 members reporting their prices to the federation and 
operating in non-Federal order markets, the following: 

1. The May-June 1950 average class I price. 

2. The percentage such class I prices were of the seasonally adjusted price 
of milk sold wholesale by dairy farmers in May—June 1950. 

3. The prevailing class I price in such markets in March 1951. 

4. The class I price that would result from the application of the ratio 
developed as per paragraph No. 2 above. 

5. The difference between actual class I prices and the ratio class I prices 
as of March 1951. 

In the 35 markets reviewed, 8 markets would have had lower class I prices, 
and 27 would have had higher class I prices, if actual prices and ratio prices had 
been the same. Some of the deviations are quite large, some are not very large. 
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Of course, the mere application of the ratio is only one test of the reasonable- 
ness of a price in a market. Other factors must be appraised before judgment 
could be rendered in this matter. ; 

It is to be noted that I adjusted the farm price of milk sold wholesale before 
calculating the ratio. I should have liked to have adjusted the class 1 prices by 
their seasonal variation in production, but did not have the time to construct 
such seasonal indexes. However, it has been my experience that class I prices 
vary much less seasonally in non-Federal markets than does the farm price of 
milk sold wholesale, so on the whole the calculations are accurate enough for 
practical purposes. 

In table 2, I have introduced a comparison.of the differences between actual 
class I prices March 1, 1951, with the level of class I prices that would have pre- 
vailed if class I prices had increased the same amount as all prices received 
by farmers since May—June 1950. Only the two sets of differentials are com- 
pared in the table. It is quite interesting to note that if class I prices had 
increased the same amount as the prices received by farmers for all commodities, 
they would on the whole have been considerably higher in most instances than 
those derived by application of the ratio provision of the Cole-Ives amendment. 

As a general statement, it seems to me quite difficult to argue reasonably that 
class I prices should not increase in a fairly close relationship to all farm prices. 
Hence, it seems to me that the ratio provision is one fair test of a reasonable 
price in non-Federal order markets. 

With respect to the criticism that it is an impossible task to ascertain the 
marketing areas, the federation has argued this matter at length with the Dairy 
Branch. The Branch has not receded from its original position in opposition. 
The administration’s proposal, while mentioning marketing areas, does so only 
in the provision providing for review of levels by the Secretary of Agriculture. 
This means that the provision, as proposed, would be used only when there was 
complaint in a given market, at which time the Secretary would investigate the 
complaining market, ascertaining the marketing area at that time. 

Of course, fixing prices of any commodity is a very difficult task, but never- 
theless, it has been done for many years. Apparently the major problem posed 
by the Department of Agriculture is in the determination of marketing areas. 
It has been the position that the marketing areas must be determined before 
any price ceilings can be established. While the act may be interpreted in this 
fashion, I do not think this is the only interpretation nor even the correct one. 
The term “marketing area” was used, in my view, to pinpoint the trouble spots, 
not as a necessary precedent to the establishment of any price ceiling. Under 
this latter interpretation, it would be feasible to freeze the prices of all milk and 
dairy products whenever milk and butterfat reach parity, or that level above 
parity to which they should be permitted to rise in before ceilings are imposed, 
in view of the competitive position with other major commodities. Then, as the 
problems arose in the various milk markets, these could be handled on a market- 
ing area basis, and the ratio provision applied, or, if this resulted in a price that 
appeared unreasonable, the Secretary’s power to fix reasonable prices in view 
of feed costs, supply of feeds, and other economic conditions could be invoked. 
It was in this fashion that I visualized the Cole-Ives amendment would be ad- 
ministered. In this view, therefore, the amendment is quite subject to effective 
administration. 

Even if it is held that marketing areas must be ascertained before price ceil- 
ings can be applied, this is no insuperable task. It is to be remembered that 
39 markets are now under Federal orders. The order system probably covers 
about 20 percent of the fluid milk sold in the country. The pricing systems in 
the Federal orders are of much more importance, however, than is indicated 
by a mere count of orders. They have tremendous influence on the price struc- 
tures of secondary markets not under Federal regulation, where supply areas 
overlap, as they do in many States. Further, the Department is not restricted 
to the use of Dairy Branch personnel in the determination of marketing areas. 
It has available the Offices of Market Administrators, which could be of great 
help in local markets. A great many of the markets of the country have co- 
operative associations, and these associations could no doubt develop their lo- 
eal area boundaries. A large number of markets are under State milk control 
authority, with the marketing areas already established. It was the view of 
our membership that attended the January meeting in Washington that, if the 
Department used all of the resources at its command, including cooperatives 
and handlers, the task could be accomplished shortly. There is nothing in my 
experience to indicate that this is an erroneous view. 
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It is to be remembered that the final authority in establishing price ceilings 
under the Cole-Ives amendment rests in the Secretary of Agriculture. The 
criteria which the Secretary must use are precisely the same as those set forth 
in section 18 (c) of the Agricultural Marketing Agreement Act of 1937. Under 
these criteria, the Secretary has fixed prices in many markets for many years. 
The administration’s proposed amendment to the Cole-Ives amendment retains 
this authority, merely deleting the ratio provision. 

In summary, I see no compelling reason why the Cole-Ives amendment as it 
now stands in the act cannot be administered, nor why it is unreasonable. 


TaBLE 1—Comparison of actual class I prices in non-Federal order markets 
with the maximum permissible under the Cole-Ives amendment to the Defense 
Production Act of 1950, with the ratio calculated in relation to seasonally 
adjusted* prices of milk sold wholesale, March 1951 


[Dollars per hundredweight } 

















al al Difference 
May 15-June | ° reent, May-| Maximum | petween aetuel 
15,1950 | june average | ; i class I price March 1951 
Market average is of United March 1951 level, March ‘dan tene 
- ’ foot States farm class I price 1951 under “Cole aca 
price ; price of milk Cole-Ives ratio| satio class I 
7 ca la | (a ) ¢ 9) e ae 
| sold wholesale | (columns 3X2) (columns 5—4) 
(Column 1) (Column 2) (Column 3) (Column 4) (Column 5) (Column 6) 
Akron, Ohio..........---] 4.10 106. 2 5. 05 4.86 —— 
Allentown, Pa.......-- 4. 57 118. 4 5.15 5.42 +. 27 
Altoona, Pa......--.-- 4.55 117.9 | 5.12 | 5. 40 | +. 28 
Asheville, N. C....._- 5.70 | 147.7 5.93 | 6.76 | +4. 83 
Baltimore, Md_._...._- 5.31 137.6 5.95 6.30 | 4+. 35 
Birmingham, Ala_-...-- 5.91 153. 1 6.32 | 7.01 | +. 69 
Bloomington, Ill_.._._- 3.18 82. 4 4. 30 3.77 | —.53 
Canton, Ohio............ 4. 26 110.4 5.10 | 5.06 —. 04 
Charleston, W. Va_...-- 5. 10 132. 1 5.70 | 6.05 | +.35 
Charlestown, Mass... __- 5.12 132. 6 6.08 | 6.07 | +.01 
Clarksburg, W. Va_.__-- 5. 20 134. 7 5.51 | 6.17 | +. 66 
Columbus, Ga__...._.-- 5. 60 145. 1 6. 66 | 6. 64 | —.02 
ore «gag Ohio_._- 4. 53 117.4 5.10 | 5. 38 | +, 28 
tnid, Okla_- ike 4.13 107.0 4.38 4. 90 +. 52 
Evansville, Ind_-.-.-.-- 4.74 122.8 4.81 | 5. 62 } +.81 
Fitnt, Mion. ........... 4.11 106. 5 5.05 | 4.88 | —.17 
Greensboro, N. C....-- 5. 65 146. 4 6.03 | 6.71 | +. 68 
Greenville, 8. C.......-- 5.75 148.9 6. 00 6. 82 +. 82 
Hartford, Conn.-......-- 5. 48 142.0} - 6. 23 6. 50 | +. 27 
Madison, Wis........... 3. 55 92.0 4. 50 4.21 | —.29 
Montgomery, Ala--.-_-- 5. 56 144.0 5. 96 6. 60 4+. 64 
New Bedford, Mass. --. 5. 94 153.9 6. 34 | 7.05 | +. 71 
iy. | re 4. 52 117.1 4.69 | 5. 36 | +. 67 
Pittsburgh, Pa_......-- 4. 53 117.4 5.10 | 5.38 | +. 28 
Providence, R. I.....-- 5. 46 141.4 6. 27 | 6. 48 | +. 21 
IED, IN. A3........-. 5.35 138. 6 5.85 6.35 +. 50 
Richmond, Va--.-..-. 5. 65 146. 4 6. 34 | 6.70 | +. 36 
ho er 5. 65 146. 4 5. 90 | 6.70 | +1. 20 
Seattle, Wash... - : 4.32 111.9 | 5.14 5.12 —. 02 
Terre Haute, Ind..____- 3. 73 Sovak cen ee Cet. ees . 
Trenton, N.J.......-- 4.79 124. 1 5.87 | 5. 68 —.19 
Washington, D. C_.._- 5. 68 | 147. 2 | 6. 25 | 6.74 | +. 49 
Wheeling, W. Va.....---| 4.35 112.7 | 4.92 | 5. 16 +. 24 
Wilmington, Del_._..-. 4. 65 120.5 | 5.47 | 5. 52 | +.05 
Youngstown, Ohio. -.-_-. 3.53 91.4 | 4. 76 | 4.19 | —.57 








1 Seasonally adjusted farm price of milk sold wholesale May-June 1950, $3.86 per hundredweight and 
$4.58 per hundredweight for March 1951. 
2 All class I prices have been adjusted to 3.5 percent fat basis. 


Source: Computed from data appearing in Agricultural Prices, published by the Bureau of Agricultural 
Economics, U. 8. Department of Agriculture and from price reports of member associations of the National 
Milk Producers Federation 
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TABLE 2.—Comparison of amounts by which ratio class I prices vary from actual 
class I prices, and the amounts by which actual class I prices vary from class 
I prices determined by applying the increase in prices received by farmers for 
all commodities since the May—June 1950 base period to class I prices 





























Par yer eaeee y Se 
Differential, | | Differential, 
class I | class I 
(Differential-/ Rmces re | |Differential-| Rrices re- 
Market ratio pro- | lated to | Market | ratio pro- | ated to } 
vision the in- | vision the in- 
7 crease in |} | - crease in 
allfarm || .. all farm 
prices | prices 
me debacle ah ie i aes 
1} | | 
Bie NO nn cnn —0.19 +0. 12 Hi Hartford, Conn-_......--.-- +. 27 +. 67 
Allentown, Pa_.......----.| +. 27 +.61 || Madison, Wis---..-....--- —. 29 | —.03 
ee, Sa | +. 28 | +.61 || Montgomery, Ala-_--..----} +. 64 | +1. 05 
Asheville, N. C.........-. | +. 8&3 +1.25 || New Bedford, Mass-__---- +.71 | +1.14 
Baltimore, Md__-..-.---- +. 35 | +.74 || Phoenix, -Ariz_--.......-- +. 67 +1. 01 
Birmingham, Ala__...---- +. 69 +1.12 || Pittsburgh, Pa-..-......- | +. 28 +. 61 
Bloomington, M]_....---.-- —. 53 —. 29 1] Providence, R. I asc oet +. 21 +. 61 
Canton, Ohio. .....-----.| —. 04 | +.27 || Portland, Oreg---..-..-.-- aaa pi cabeweeon 
Charleston, W. Va_-.----| +. 35 | +.72 || Raleigh, N. C_.......--- -| +. 50 +. 89 
Charlestown, Mass_------ | +. 01 | +.37 || Richmond, Va----.....---| +. 36 +. 78 
Clarksburg, W. Va_-_-_---- j +. 66 +1. 04 |} Roanoke, Va--.......-.-- +1. 20 +1. 22 
Columbus, Ga........--.-- | —. 02 | +.40 || Seattle, Wash-___.......-- | —. 02 +. 30 
East Liverpool, Ohio. ----| +. 28 | +.61 || Terre Haute, Ind_......-.|-..----- Eos teat eo handled 
Enid, Okla Sp eek +. 52 | +-.82 || Trenton, N. J....-..-.-.-- | —.19 | +.17 | 
Evansville, Ind__.....-..- +. 81 +1.16 || Washington, D. C__....--! eI tat ie ' 
Flint, Mich. .......--- ae —.17 +.13 || Wheeling, W. Va_:.-.----| +. 24 | +. 56 
Greensboro, N. C_------..| +. 68 +1.09 || Wilmington, Del-_--.-.-.-- +. 05 +. 39 . 
Greenville, 8. C__..-.---- +. 82 +1. 24 || Youngstown, Ohio....... | —.57 —.35 ; 
bs eee Li ; Se a ae 
Source: Computed by the National Milk Producers Federation from prices reported by members, and . 
price reports of the BAE, U. 8. Department of Agriculture. ( 
j 
te rf 
NATIONAL CHEESE INSTITUTE, INC., 
Chicago, 1ll., May 21, 1951. I 
Mr. C. W. HoLtmMan, ] 
Secretary, National Milk Producers Federation, é 
Washington, D. C. t 
DEAR Mr. HormaNn: It is my understanding that question has been raised ; 
as to the feasibility of administering that part of title 1V of the Defense Pro- ; 
duction Act of 1950 relating to ceiling prices to producers for milk used as rs 
fluid milk in any marketing area) not under an order issued pursuant to the - 
. ° o- Ss 
Agricultural Marketing Agreement Act of 1937. 
It is recognized that the determination of prices for milk for fluid distribution 
is always complicated and that the necessity of such determinations for a large ; 
number of areas would make the problem more difficult. However, there seems - 


to be no good reason why ceiling prices cannot be determined reasonably within 
the meaning of the section of the act relating to this subject. f 
Sincerely yours, : 





E. W. Gaumnirz, Executive Secretary. “ 

CC 

NATIONAL MILK PRODUCERS FEDERATION, ir 
Economics DrvIsIon, tl 

May 22, 1951. ta 

m 


Memorandum to: Mr. Charles W. Holman, secretary. 

From: Otie M. Reed, economist. S 

Subject: Probable effects of the administration’s proposal to amend the Defense 
Production Act of 1950 so that parity determination are made at the begin- 
ning of the marketing year. 


The administration has proposed that, in the application of the parity rule de 
as the level at which price ceilings may be applied to agricultural commodities th 
at the farm level, parity be established at the beginning of the marketing year, ch 
as determined by the Secretary of Agriculture. During the first year of operay in 
tions under the act, if it is extended as desired by the administration, parity 
as of May 29, 1951, would be used. to 

tic 


In his testimony before the House Committee on Banking and Currency 
on May 14, 1951, Secretary of Agriculture Charles F. Brannan ‘stated that for ca. 
“commodities produced continuously, such as livestock products, we would 
probably divide the year into two marketing seasons.” pre 





le ae a 





www * 


Vww* ws * 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 2013 


We have, then, two proposals, as follows: 

(1) Establishment of parity for a year on the basis of parity at the 
beginning of the marketing season. Presumably, this would apply to the 
field crops. 

(2) Establishment of parity on a semiannual basis for livestock products. 

At present, parity determinations are made monthly, and such monthly 
parities are used by the Office of Price Stabilization in its decisions as to wheth- 
er price ceilings at the producer level are to be applied. 


1. PROBABLE EFFECT OF ESTABLISHMENT OF ANNUAL PARITY FOB MILK 
AND BUTTERFAT 


It is commonly thought that the marketing year for dairy commodities starts 
April 1. This period is used by the United States Department of Agriculture 
in its price-support programs, and has been so used for many years. It may, 
therefore, be assumed that April 1 through March 31 would be the marketing 
year established by the Secretary for milk and butterfat. 

Whether the annual basis of establishing parity for price-ceiling purposes as 
of the beginning of the marketing year would operate to the advantage or dis- 
advantage of the dairy farmer is almost solely a matter of trend. (It is assumed 
that account would be taken of seasonal variation, as is the current practice of 
the Department of Agriculture.) In times of rising prices, dairy farmers would 
be disadvantaged. In times of declining prices no comparable advantage would 
ensue, since prices would be below the ceiling level in any case. 

It may be taken for granted that there will continue to be an upward trend 
in the general price level as long as the current emergency conditions exist. 
IXven though rigid controls are applied throughout the economy, experience iu 
both this and other countries shows a gradual upward pressure in prices. The 
question is, How serious would be the disadvantage from a fixed annual parity, 
in view of the possibility of continually rising prices as long as the defense effort 
continues? 

No categorical answer can be given. In the attached tables 1 and 2, parity 
prices are shown for milk sold wholesale by farmers and butterfat. In the 
lower half of each table, the deviations of the monthly parity prices from the 
April price at the beginning of each marketing year since 1939 are shown. But- 
terfat parity prices (see table 1) were significantly higher than the April figure 
in 1941, 1946, 1947, and 1950 (year beginning April 1), and were not significantly 
lower except in 1949. The largest amount by which the average for the market- 
ing year exceeded the April 1 parity was in 1946 at 6.22 cents per pound (simple 
average basis), when the butterfat subsidy was removed and prices advanced 
sharply during the last half of the year. 

Table 2 shows the parity price of milk sold wholesale from farms, and the 
variations from the April parity each month for the marketing years beginning 
April since 1939. As was the case with butterfat, significantly large variations 
above the April parity are found in 1941, 1946, 1947, and 1950. 

It is to be expected that there will be a continuous rise in prices of things 
farmers buy, even though a much better job of holding such prices down is done 
in the future than has been the case heretofore. History proves, not only in 
this country but in others, that it is practically impossible to hold the price level 
completely in check through price control, rationing, and the like. The so-called 
inflationary gap is never completely closed. Accordingly, it is to be expected 
that dairy farmers would be disadvantaged as long as the price level continues 
to rise, if parity is determined on an annual basis as of the beginning of the 
marketing year. 


2. PROBABLE EFFECT OF ESTABLISHMENT OF PARITY PRICES ON A SEMIANNUAL BASIS 
(SECRETARY BRAN NAN’S PROPOSAL) 


The establishment of ceiling prices on the basis of parity prices which are 
determined semiannually would result in less disadvantage to the dairy farmer 
than if annual parity is used. The reason for this is that ceiling prices are 
changed more often, thereby tending to be much more closely related to the trend 
in parity prices. 

The attached tables 3 and 4 show what the results would have been with respect 
to butterfat and milk sold wholesale on the basis of semiannual parity determina- 
tions since 1939. The marketing year again is taken as April 1, and the second 
calculation is made as of October 1. 

On the whole, the deviations from the base month under Secretary Brannan’s 
proposal tend to be smaller than those when computed on the annual basis. 
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(The letter from the Dairy Industry Committee follows: ) 


THe Datry INDUSTRY COMMITTEE, 
Washington 6, D. C., May 16, 1951. 
Hon. BuRNET R. MAYBANK, 
Senate Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Deak SENATOR MAYBANK: Your committee now has under consideration 8. 
1397 dealing with the extension of the Defense Production Act of 1950. The 
Dairy Industry Committee would like to preSent for the record of the hearings 
on this bill, our viewpoint regarding subStdies. 

The Dairy Industry Committee is composed of official representatives from 
the six national dairy associations, whose members are engaged in the various 
branches of the dairy industry. These associations are: American Butter In- 
stitute, National Cheese Institute, American Dry Milk Institute, International 
Association of Ice Cream Manufacturers, Milk Industry Foundation, and Eva- 
porated Milk Association, 

It will thus be seen that the Dairy Industry Committee is speaking for a 
major segment of all business organizations, both large and small, engaged in the 
milk industry, whose interest is as vital as that of the farmers who produce 
the milk and the consumers who utilize the dairy products. 

Milk is produced on about 4% million farms upon which 2344 million people 
live. Approximately 10 million people derive their livelihood from the dairy 
industry and this industry contributes about $10 billion annually to our com- 
merce. 

Based on the experience to date, the question of subsidies is of great concern 
to us, as well as others. Accordingly, we are setting forth our statement of 
policy with respect to subsidies as follows: 

In a period of national emergency and defense mobilization, it is imperative 
that the nutritional needs of the population be met. Milk and its products are 
one of the most essential foods in meeting those nutritional needs. With an 
expanding population and a high level of consumption of dairy products, main- 
tenance of a high level of milk production is imperative. Such a level of pro- 
duction may be maintained only if dairying returns to the farmer a fair return 
comparable to the return which alternative farm enterprises yield. 

In temporary periods of price control, such as the country is now experiencing, 
there are inevitably suggestions that production can be maintained, despite ad- 
verse price ceilings, by means of subsidies. 

It is the considered judgment and opinion of the Dairy Industry Committee 
that subsidies are economically unsound and cause serious injuries to, and dis- 
locations in, our farm economy, which outweigh any possible benefits. 

Subsidies do not benefit the economy because : 

(a) The apparent lower price for dairy products conceals the higher cost which 
is actually paid since the subsidy plus an additional charge to cover the cost 
of administration of the subsidies program must be paid through taxes. 

(b) A false sense of values is created in the mind of the consumer, which re- 
sults in a reaction to the higher price of the product when subsidies are removed 
and tends to reduce below the optimum nutritional level the consumption of 
dairy products. 

(c) Differences in subsidy payments on the products of alternative farm en- 
terprises, or between different dairy products, tends to create false shortages 
by increasing demand, due to the apparent low price, and by shifting production 
between dairy products and alternative farm enterprises without regard to the 
normal consumer demand. 

(@) Subsidies do not increase production as directly and efficiently as the 
normal operation of supply and demand. 

(e) Subsidies, which are applied to create an abnormally low price for a 
product, attack the result of inflationary forces, and stimulate further inflation 
without eliminating or reducing the causes of such inflation. 

(f) They do not reduce the cost of production or handling of milk, but merely 
increase the record keeping and form work of the farm operator in collecting 
the subsidies. 

(g) The receipt of the subsidy by the producer, long after the milk has been 
delivered to and paid for by the processor or manufacturer, does not reflect in 
the mind of the producer a price for the milk which is adequate to encourage 
production, since he tends to think of the price received from the manufacturer 
or processor as the real return from the dairying activity. 
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(h) The charge by Government for administering the subsidy program results 
in a greater spread between the price at the farm and the price to the consumer, 
and is therefore an added burden on dairying. Unquestionably, the consumer 


price must be considered as including its pro rata share of the tax load created 
by any subsidy program. 

(i) A subsidy program cannot be adjusted to quality as a buying price can 
be, with the result that the inefficient or marginal producer benefits to a greater 
extent than does the efficient producer. 

(j) The very nature of dairying, which involves a highly perishable com- 
modity geographically widely distributed over the country with varying condi- 
tions of production and marketing of raw milk, makes administration and con- 


trol of such a subsidy operation much more difficult than in other types of agri- 
cultural enterprises. 


(k) When subsidies finally end, as they always must, the rise in cost of dairy 
products to reflect the absorption of the subsidy into the buying price results 
in a consumer reaction adverse to the product, as in the case of butter after 
World War II. The consumer reaction invariably results in reduced consump- 
tion, thus creating surplus production and a lower price for milk, and shifts by 
dairy farmers from dairying to alternative farm enterprises. The resulting 
scarcity of raw milk thus results in an unsettled condition in the dairy sections 
of the country until a normal balance between supply and demand in a free 
market is accomplished. 

Respectfully yours, 
M. H. BRIGHTMAN, 
Executive Secretary. 

The Cuarrman. Mr. Jones, will you come forward, sir? 

Will you proceed in your own way, Mr. Jones, and if you can make 
it as brief as possible, we will appreciate it, sir. 


STATEMENT OF ROWLAND JONES, JR., EXECUTIVE VICE CHAIR- 
MAN OF THE PLANNING COMMITTEE OF THE RETAIL INDUSTRY 


COMMITTEE AND PRESIDENT OF THE AMERICAN RETAIL 
FEDERATION 


Mr. Jones. I won’t read the entire statement, Mr. Chairman. 

The CuarmMan. Without objection, your entire statement will be 
made a part of the record at the end of your oral testimony. 

Mr. Jones. My name is Rowland Jones, Jr., president of the Amer- 
ican Retail Federation with offices at 1625 I Street NW., Washing- 
ton, D. C. The American Retail Federation is a federation of 23 
national retail associations and 32 State-wide retail groups. 

I am also executive vice chairman of the planning committee of the 
retail industry committee, an emergency committee organized shortly 
after Korea to coordinate the retail industry on a wide basis in the 
handling of issues and problems arising out of the defense effort and 
to make available to Government the experience and technical knowl- 
edge of the industry. It is on behalf of the retail industry committee 
that I appear here today. 

Rosters of the member groups of the federation and of the retail 
industry committee are made a part of this statement. 

The owners and operators of the 1,771,000 retail stores of the United 
States fear inflation as an enemy as dangerous as any we face in this 
emergency. Retailers, generally, also fear inflation because as the 
quartermaster of the American people they are first to feel its direct 
effects on the price level, in unit sales, and on the costs of doing 
business. Similarly, they are the first to feel the destructive effects 
of the deflation which sooner or later must follow inflation of the 
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price level, inflation of inventories, and the decrease in the purchasing 
power of money. 

It should be stated that retailers are far more interested in the total 
of unit sales of the products they distribute than they are in the 
dollar total of their sales. They have learned fhnouals experience 
that high unit sales mean more production, more jobs, and a stable 
economy, while increases in dollar sales which outrun unit sales are 
simply the signal of trouble ahead for all ef our people. 

When the tragedy of Korea created price flurries in the commodity 
markets, and a wave of scare buying, Congress was faced with demands 
to impose controls to attain economic stability and to prevent runaway 
inflation. 

At that time our industry took no position for or against price 
controls because retailers, along with Members of the Congress, could 
not predict the courses of inflation sparked by the Korean tragedy. 
. However, the experience under price control during World War II 
showed all too clearly the futility of controlling prices without at 
the same time controlling all costs in the economy, and the basic 
‘auses of inflation. 

This experience prompted the retail industry to recommend to 
Congress last summer that: 

If and when enacted, price-control legislation shall recognize the necessity of 
controlling simultaneously all the elements of cost entering into the seller’s 
price, including raw materials, agricultural commodities, wages, and transporta- 
tion costs. 

They took this position in spite of the fact that there was little 
positive assurance in the legislative proposals, which became the 
Defense Production Act of 1950, that the necessary corollary actions 
essential to effective control of inflation would be taken by the admin- 
istrative and legislative branches of our Government. They knew 
from experience that interference with the free decisions of millions 
of Americans creates the very real danger of damage to production 
which retailers know to be the only long- range, effective brake on 
inflation. 

Ever since the Korean War started the retail industry has recog- 
nized the threat of uncontrolled inflation as the greatest internal dan- 
ger facing our Nation and menacing the success of our entire re- 
armament plans. Retailers are particularly sensitive to the danger 
of inflation, for they depend for their existence on the purchasing 
power of consumers. Being closest to the consumer level in the eco- 
nomic structure, the retailers’ good will is endangered by the resent- 
ment invariably engendered by rises in the cost of living. 

Retailers have now lived under price control for a period of 4 
months. These controls were invoked 5 months after the grant of 
authority to control by this committee and the Congress. It is idle 
to discuss the delay in their imposition and the time required to con- 
struct a system of controls. No more difficult task can be imagined 
than the development of a system of price controls in a complex 
economy. It should be said that in spite of the fact that the neces- 
sary corollary actions have not been taken, those in charge of the de- 
velopment of price controls have, in all probability, done as good 
a job thus far in this difficult field as could any group of people which 
could be assembled. However, the difficulty lies in the fact that with- 
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out the stabilizing benefits of the essential corollary actions the con- 
trol of prices is an impossibility. 

The events of recent months reaffirm the truism of World War II 
experience that in our complex interrelated economy, all elements 
which enter importantly in the cost of living must be stabilized or 
the cost of living cannot be stabilized. 

The Retail Industry Committee believes the Defense Production Act 
of 1950 is a useful part of the Nation’s fight against inflationsonly if 
its original intent is carried out intelligently and consistently with 
the philosophy of our free-enterprise system. Attempts to check in- 
flation on anything short of an over- -all basis, including the neces- 
sary indirect ‘controls, become a national liability by dislocating the 
intricate balances of our economy, retarding production, and “ulti- 
mately destroying public confidence when promised results are not 
realized. ' 

For these reasons, the Retail Industry Committee is convinced that 
price controls cannot be workable and effective, but on the contrary 
will be damaging to the economy and the national defense program 
unless measures are taken to control the basic sources of inflation. 
Retailing’s position favors a completely integrated anti-inflation pro- 
gram, the points of which are set forth herein. 

The Retail Industry Committee in common with all business interests 
s alarmed at the recent introduction by the ESA of a profit-control 
formula into price-control regulation. The Defense Production Act 
of 1950 clearly intimated that economic controls would recognize the 
3 established historic practices of industry. The formula of profit lim- 
‘ itation introduces a concept of Government regulation which could 
3 threaten our free-enterprise system. We feel sure that no such 
standard has been intended by Congress as a means of control. 


v The CHamrMan. Now, what could you suggest—— 

s Mr. Jones. Mr. Chairman, we do have some suggestions, and our 
n committee within the next few days—— 

n The Cuarrman. I have read ahead of you, and you say further 


down in your statement we didn’t set up a profit-control organization. 
- We had hoped the act would be used for production and to stop 
- inflation. 


- Mr. Jones. We will have in a very few days an amendment to offer 
r for the consideration of the committee, which we think will prevent 
o the imposition of the test of profits as a technique of price control, 
)- because we think it is dangerous, and will not work, and actually 
t- has harmed price control up to this time because of the terrific re- 
action of businessmen throughout the country. 

4 The Cuamman. From my information, a good many business 
of people have told me this profit-control formula is seriously curtailing 
le income taxes. 

2 Mr. Jones. There is no doubt about that. We don’t see how it can 
d be implemented, because the Eric Johnston formula provides that the 
x test shall be profits of an entire industry and that those profits are up 
s- to the 85-percent test, then there will be no relief in any squeeze or 
e- hardship case. What happens to the lower one-third of an industry 
d in that case? Of course, there will be X number of people completely 
*h put out of business if the technique is used, because they can’t meet 
h- the average of the whole industry. 

; 
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Senator Bricker. It ssems like another result will be the complete 
destruction of any interest in economy or efficiency in the conduct of 
one’s business. 

Mr. Jones. Exactly. 

Senator Bricker. It was for that reason that the Senate took the 
control of profits entirely out of the bill. 

The Cuarrman. That is right. It will lessen income-tax collec- 
tions noé only to the Federal Government.but to the States. 

I am glad you say you will have seme sort of amendment to offer. 
Of course, we haven’t had a chance to start writing up the bill yet, 
but I think it is desirable for the committee to look carefully into that. 

Mr. Jones. We will have a suggested amendment for the attention 
of the committee. 

Also, it is my recollection that the Senate itself specifically rejected 
a profit amendment during the debate on the bill last summer. 

The CuHarrman. I don’t remember who introduced it, but some- 
body did have a profit amendment. 

Senator Bricker. It was in the original bill, the power to control 
profits, but we took it out on the Senate floor. 

Mr. Jones. That is right; on the Senate floor it was rejected. 

Retailers recognize the duty of the Government under authority of 
the act to take the actions necessar y to achieve effective stabilization 
of the economy during the emergency period. However, retailers 
believe that any attempt by government to limit profits by any arbi- 
trary formula of control should be recognized as revolutionary, de- 
structive, and self-defeating. 

The specific recommendations of the retail industry committee are 
divided into three parts: 

(1) Support of specific sections of the Defense Production Act of 
1950 which have been carried forward in the present bill. 

(2) The essential parts of a national stabilization program which 
must dovetail with price control if the emergency effort is to be suc- 
cessful in controlling inflation. 

(3) Recommended amendments to the pending bill, which I have 
said we will present to the committee in a few days. 

The following are the provisions of the present act which the retail 
industry committee recommends be retained unchanged : 

1. The Joint Committee on Defense Production provided for in 
section 712 should be continued in view of the fact that recourse to 
the courts is difficult, if not impossible, for the majority of those 
concerned. 

We hope the “watchdog committee” will meet. 

The Cuatrman. I think you can be assured of that. Of course, we 
have had little chance to have meetings; it was 5 months after we 
passed the law before there was any attempt to put it into effect. We 
met several times in February and March, and of course in April we 
had started with a new bill. There wasn’t much use in meeting on 
past history. 

Mr. Jones. That is right. 

The procedure for appraising the administration of the act, which 
the creation of this watchdog committee provides, is an assurance to 
business and consumers that their interests will be given considera- 
tion in accordance with the intent of Congress. It is hoped that this 
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committee’s surveillance of the administration of the act will be even 
greater in the months ahead. 
We say that also as a practical matter this watchdog committee 
is highly important, because as a practical matter there is no court 
rec ree in regulation of this kind. 
The present requirements for consultation with affected groups on 
eee regulations, section 709, should be continued and, if possi- 
ble, stre1 1ethened to prevent specious avoidance. 
3. The prohibition against the use of the highest price line limita- 
aan section 402 (1), should be retained. 
The prohibition against compulsory grade labeling, section 492 
an) (2), should be ret tained. 
The prohibition against interference with the use of established 
br sic names, section 492 (h) (2), should be retained. 
The control of the sources of inflation in a free system constitutes 
what is probably the most difficult and complicated task which Gov- 
» ernment can undertake. We must avoid the costly error of attempt- 

ing to control inflation by direct controls alone. Such an error in 
| these uncertain times would carry with it the definite hazard that the 
imposition of direct controls would undermine the source of our great- 
est strength—the almost unlimited productivity of our free system. 

The retail industry has been engaged in a study of the problems 
posed by inflation since last July. During the pendency of the De- 
tense Production Act of 1950, the retail industry took the position 
that if any action was to be taken in the field of price control it should 
be only as a part of a broad program designed to attack the sources 
of inflation; that to attempt to use direct controls alone would do 
more harm than good, and that if price controls were to be instituted 
they should be all-inclusive in character cov ering every element of 
cost in the economy. 

The necessity of a joint attack upon the sources of inflation has been 
proven by experience thus far. Many groups will appear before 
this committee calling for the repeal of titles IV and V of the act. 
' The Retail Industry Committee believes that the substantial basis 

for that position can be traced to the conviction that the corollary 
' actions essential to control will not be taken by Government and that 
_ failure to augment direct controls with the necessary parallel actions 
> in the field of indirect controls will have the inevitable result of 
harming production. 

The retail industry recommends an effective over-all program as 
follows: 

1. Effective control of labor costs: Since prices generally are the 
result of the addition of a multitude of costs in production and dis- 
tribution, and since manpower costs at the various levels of the econ- 
omy constitute the major part of all costs, the control of prices with- 
) out simultaneous control of wages and salaries becomes an impossi- 
bility. Price control without effective wage controls creates pressure 
which sooner or later must find release. In the me antime, the capacity 


| to produce is reduced and the cost of the defense effort inevitably 
increases. 
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tion that if prices were to be controlled every element of cost involved 
should be controlled simultaneously. 

The wisdom of that position has been demonstrated since the freeze 
of prices on January 26. Prices have been controlled, but, on the basis 
of the separate and differing treatment of wages in the Defense Pro- 
duction Act, labor costs have not been adequately stabilized. Until 
wage costs are handled on a parallel basis with prices, the squeezes 
which hurt production will continue and multiply. Under such han- 
dling price regulations become worthtess, requiring continuous tinker- 
ing with the entire mechanism which produces confusion throughout 
the economy. 

2. Effective control of all raw-material costs: Just as control of 
the dominant element of wage costs is essential to an effective program 
to control inflation, the control of all raw-material components enter- 
ing into production and processing must be controlled. To attempt 
to control prices leaving important components free or relatively free 
is to attempt the impossible and the major result is loss of production. 

3. A pay-as-we-go fiscal policy: Further deficit financing by the 
Government should be avoided at all costs. Such additions to the 
public debt would add to the present huge reservoir of spendable 
funds creating additional inflationary pressures. 

4. Maximum economy in all Government expenditures: To the ex- 
tent that economy can be secured in all Government activity with 
deferment of projects and activities which have no direct relation to 
the defense, inflationary pressures will be lessened. 

5. Encouragement of production: Since we believe that our pro- 
duction genius is the source of our greatest strength, every action or 
lack of action by Government must be avoided which curtails pro- 
duction essential to the effective operation of the civilian economy and 
the defense effort. 

6. Encouragement of savings: Since every dollar saved is one less 
dollar bidding for goods and services, every effort should be made to 
stimulate maximum saving by the individual citizen. The more free 
dollars in the face of insufficient supplies of goods the greater is the 
upward pressure upon price. 

7. Curtailment of the extension of forms of bank credit not related 
to the defense effort or which are not in the interest of expanded 
production: Here again is a source of new spendable dollars all exert- 
ing pressure on prices. Credit expansion, which does not result in in- 
creased production, has long been recognized as a potent source of 
inflationary pressures. 

8. Banks should not be forced to become instruments of further 
inflation by the requirement to purchase Government bonds beyond 
their normal financial requirements. 

The practice of the United States Treasury of unloading its Govern- 
ment bonds on Federal Reserve member banks, whenever the Govern- 
ment’s needs for funds exceed its income, should be substantially re- 
stricted. Bonds so purchased by the banks, under the pressure or 
compulsion of the United States Treasury, are then used by the banks 
as reserves against which loans may be made equivalent to five or six 
times the amount of the reserve. Such extensions of bank credit are in 
excess of the needs of the country and consequently constitute an im- 
portant cause of further inflation that should be stopped. 
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If these corollary actions required to control inflation at the source 
are taken, the cost of living can be stabilized and the arguments against 
other controls will disappear. 

Without them price control becomes a burden on the economy, and 
especially upon retailing, a burden which is as enormous as it is 
ineffectual in achieving stability. 

Indeed, to require retailers to conform to the restrictions of price 
control in the absence of the other more essential anti-inflation meas- 
ures is to single out one segment of the economy for inequitable 
treatment. 

We have presented on behalf of the Retail Industry Committee the 
essential steps and programs which must be taken before stabilization 
san be effective. 

I wish to reiterate our basic position : 

Price controls cannot be workable and effective, but on the contrary 
will be damaging to the economy and the national defense program 
unless measures are taken to control the basic sources of inflation. If 
we are to have price control, retailing’s position favors the completely 
integrated anti-inflation program which we have outlined. 

In addition, the retail industry has developed suggested amendments 
for consideration of the Congress with specific reference to the price 
control provisions in title IV. Those, Mr. Chairman, we will submit 
later. 

The CHamman. You understand these hearings are going to end 
next week ? 

Mr. Jones. That is right: we will have them ready by Monday, sir. 

The Carman. They will have to be here by next Thursday in 
order to get them in the record. 

(The information referred to follows :) 

AMERICAN RETAIL FEDERATION, 
OFFICE OF THE PRESIDENT, 


Washington, D. C., June 7, 1951. 
Hon. Burnet R. MAYBANK, 

DEAR SENATOR MAYBANK: Representing the Retail Industry Committee and 
the American Retail Federation, I appeared before the Senate Banking and Cur- 
rency Committee on May 31 and presented the views Of the retail industry con- 
cerning the extension of the Defense Production Act of 1950. 

As part of this presentation, three suggested amendments to the act were 
offered for the consideration of the committee. The industry believes that these 
amendments are vital if the present price-control effort is to do the job for which 
it was intended. 

Attached you will find these amendments with brief accompanying explana- 
tions. Your favorable consideration of these recommendations is respectfully 
requested. 

The retail industry is one of the few business groups which has not opposed 
continuation of price controls. However, the overwhelming consensus among 
American retailers is that it is vital to supplement suah controls with the neces- 
sary adjuncts, including the proposed amendments, as outlined in my formal 
statement. Otherwise, price controls alone may do more harm than good to 
the economy and the defense effort. 

Respectfully, 
ROWLAND JONES, Jr. 


SUGGESTED AMENDMENT—PROPOSED SECTION 402 (3) Of DEFENSE PRODUCTION AC 
AS AMENDED 


No rule, regulation, order, or amendment thereto shall be issued under this 
title which shall deny to a seller of a material at retail or wholesale his custo- 
mary percentage margin over his cost of the material during the period May 
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24, 1950, to June 24, 1950, or on such other nearest representative date deter- 
mined under section 402 (¢c), except as to any one specific item of a line of 
material sold by such seller which is in short supply as evidenced by specific 
Government action to encourage production of the item in question. No such 
exception shall reduce such customary margin of sellers at retail or wholesale 
beyond the amount found by the President, in writing, to be generally equitable 
and proportionate in relation to the general reductions in the customary margins 
of all other classes of persons corcerned in the production and distribution of 
the excepted item of material. 

Prior to making any finding that a specific item of material shall be so 
excepted, or as to the amount of the reductions in customary margins to be 
imposed upon retail and wholesale sellers of such item, the President shall consult 
with representatives of the affected retail and wholesale sellers concerning the 
basis for and the amount of the exception which is proposed with respect to any 
such item. 

For purposes of his section, a person is a “seller of a material at retail or 
wholesale” to the extent that such person purchases and resells an item of 
material without substantially altering its form ; or to the extent that such person 
purchases and resells an item of material without substantially altering its form ; 
or to the extent that such person sells to ultimate consumers except (1) to Gov- 
ernment and institutional consumers and (2) to consumers who purchase for 
consumption in the course of trade or business. 


EXPLANATION OF SUGGESTED AMENDMENT 1 


This amendment accomplishes two primary objectives: 

1. Continues authority to exert tight control based on historical, competitively 
developed percentage margins. 

2. Permits exercise of administrative discretion in reducing percentage margins 
within certain limitations designed to authorize such action in the event of short- 
age and to be exercised on single items out of lines of materials. 


Applicability 

This proposed amendment is applicable to the wholesale and retail distribu- 
tive trades and would include processing retailers, such as, for example, retail 
bakeries, candy shops, and tailor shops. 


Amendment establishes reasonable limitations, but also retains an area for admin- 
istrative discretion 

Experience demonstrates that the establishment of reasonable limits on admin- 
istrative discretion to change competitively established margins is vitally neces- 
sary to preserve the system of dstribution, while, at the same time, according to 
the Price Director, such freedom of action as is required to achieve maximum 
possible price stabilization at distributive levels. 

The proposed amendment establishes the only practical and reasonable method 
available, without getting into complexities and unrealistic requirements that 
would bring about the collapse of the entire structure of regulations controlling 
the distributive trades. 

Why the freeze of percentage margins exerts extremely tight control 

A freeze of the historic, competitively established percentage margins of indi- 
vidual sellers at the wholesale and retail level exerts tight control at the only 
point where distributive trades affect prices to consumers. 

When that is done, it precludes the distributive trades even from increasing 
margins to cover increased costs or increased taxes, although it is probably neces- 
sary to require them to accept that hazard in the hope that, as a result of reduced 
services, fewer markdowns, or other partially offsetting savings that might be 
effected, the distributive trades might be enabled to continue with no more than 
their historic, competitively developed margins. 


What happens when historic percentage margins are denied 


Margins are not the same as profits. They are only tools that under favorable 
circumstances might produce profits. Denial of historic, competitively estab- 
lished percentage margins by the substitution of either lower margins or a simple 
dollars-and-cents pass-through of increased cost of goods results in an unbear- 
able squeeze on the margins of the distributive trades. This is so because a 
substantial portion of distributive costs are related directly, percentagewise, to 
costs of goods. Examples are occupancy costs, selling commissions, insurance, 
credit losses, and similar factors. 
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How the theory of cost absorption vitiates requirement of “generally fair and 
equitable” unless reasonably limited 

To impose any additional squeeze on margins is to vitiate completely the 
requirement that regulated prices be generally fair and equitable. 

Yet OPS has undertaken a policy of additional margin squeezes through the 
technique of cost absorption. 

Cost absorption means that sellers are required to subsidize, out of their com- 
petitively established margins, price increases, in whole or part, granted at prior 
levels. 

Not only does cost absorption upset the pattern of margins which individual 
sellers have found to be essential to an opportunity to strive for profit, but it 
operates to reduce margins inequitably as between sellers, thus distorting the 
competitive relationships. 


Where cost absorption could be imposed if deemed necessary by the Adminis- 
tration 

However, despite the dangers and inequities of cost absorption as a device to 
be applied generally, this amendment would, nevertheless, permit its use in 
certain instances. Its application would be limited to cases of shortage, when 
price control assumes its real importance. Its use would be restricted to assist- 
ing other governmental action in facilitating production and distribution of repre- 
sentative single items in lines of materials. 

To the extent that price regulations conform to the requirement of generally 
fair and equitable, taking into consideration the intent of this amendment, no 
changes in existing regulations are required. It is the intent that margins would 
be determined within the limits of administrative regulations to achieve reason- 
able equity rather than mathematical precisions. Thus, for example, the tech- 
nique in Ceiling Price Regulation 7 for freezing retail margins would conform 
to the requirements of this amendment, with the exception of pricing rule 4 in 
section 35. 


SUGGESTED AMENDMEN'’ 2—PROPOSED AMENDMENT OF PROFIT PROVISIONS IN 
SECTION 402 (c) 


Section 402 (c) is amended as follows: 

(1) In the third sentence, following the colon, the word “and” is inserted in 
place of the comma appearing after the word “fluctuations” and all of the language 
succeeding the word “transportation” is deleted. 

(Il) After the third sentence as thus amended, insert the following additional 
sentence : 

“In determining and adjusting such ceiling prices, the President may also 
consider general increases or decreases in profits earned subsequent to June 24, 
1950, by sellers of a material or persons performing a service: Provided, That no 
decrease of ceiling prices shall be effected and no increase of ceiling prices denied 
on the sole basis of the comparative profits earned by sellers of a material or 
persons performing a service prior to and subsequent to June 24, 1950: And 
provided further, That no adjustment of ceiling prices for any material or service 
shall be denied upon the basis of the profits earned by the same seller from sales 
of other materials or services.” 

EXPLANATION OF SUGGESTED AMENDMEN' 


This amendment eliminates from the act the language upon which the Economic 
Stabilization Director has based his directive to the Director of Price Stabiliza- 
tion prohibiting any upward price adjustments within an industry if that 
industry showed dollar profits of 85 percent or more of the base period (the best 
3 of 4 years, 1946-49). The amendment does allow the consideration of profits 
in increasing or decreasing price ceilings, but relegates profits to the position 
of being only one factor (not the sole one) in the over-all consideration. 

Industry profits bear no relationship to the position of the individual producer 
in the industry. The existing directive may well result in a situation where even 
through an industry earned dollar profits in the amount equivalent to a prior 
period when price levels were below those of the period of stabilization, sub- 
stantial numbers of individual producers or distributors could be forced to 
eliminate producing or distributing much needed goods in order to survive. 

Three major reasons support this amendment : 

1. Profit control as such was eliminated from the original act by specific vote 
of the Senate. 
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2. Profit control destroys the incentive essential to an expanding production. 
3. Should profits become obviously excessive, the application of taxing powers 
is the historical and most effective approach. 


SUGGESTED AMENDMENT 3—PROPOSED AMENDMENT TO THE DEFENSE PRODUCTION 
Act To BE DESIGNATED AS Section 402 (K) 
No rule, regulation, or order issued under this title shall require any seller of 


materials to limit his sales with reference to an average by quantity of all the 
prices of such materials offered for sale by him.at any prior time. 


EXPLANATION OF SUGGESTED AMENDMENT 3 


The Retail Advisory Committee believes this amendment highly important, if 
supplies of needed merchandise are to continue to flow. MAP, as it was popularly 
known, said in effect that a manufacturer had to manufacture and deliver mer- 
chandise at the same prices and in the same quantities as in a base period. 
Asa hypothetic al case, a shirt manufacturer making $2, $4, and $6 shirts, and 
delivering a thousand dozen of each in a base period, hi 1d to maintain the same 
ratio, as to prices and as to deliveries, under OPA regulations. Obviously, no 
one could control the availability of materials, or guarantee prices in the emer- 
gency period. Hence, retailers discovered many manufacturers who had bulging 
warehouses of one or two price lines of needed merchandise who could not ship 
to stores because one item in their line was not available. 

Mr. Jones. During the pendency of the Defense Production Act, 
retailing recommended to the Congress that if price control had to 
come the method of controlling prices should conform to historical 
practices in our industry. 

World War II had proved the impossibility of controlling prices 
at the retail level by any other method than margin control. Indeed, 
retail prices were not stabilized until GMPR, the general freeze, 
was replaced with margin-control types of price control. 

Since the issuance of CPR 7 and other retail orders, which embody 
the margin-control principle, and recognize historic pricing practices 
which have been established by competition, retailing has witnessed 
the growing threat of cost absorption which unless limited in its ap- 
plication will destroy the margin-control principle and make price 
control impossible. 

It is our sincere recommendation that the act be amended to limit 
such cost absorption. In addition, the act should be amended to 
treat the question of using profit control as an instrument of price 
control. In our judgment, still a third amendment is needed which 
would prohibit any maximum average price limitation such as was 
imposed during World War II and which defeated what it intended 
to create: the continuing production of low-end, low-priced merchan- 
lise. 

The retail industry strongly condemns the licensing proposal in sec- 
tion 104 (h) of the bill under consideration by your committee as 
unnecessary to the objectives of the stabilization effort and as open 
to grave administrative abuse. 

The experience of the past 4 months emphasizes the wisdom of 
providing periodic congressional review of this important legisla- 
tion. This is especially true in the case of the controls program, which 
is now in the formative stage. 

For this reason, if price control is to be continued, the retail indus- 
try recommends that the act be extended for no longer a period than 


1 year béyond June 30. 
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It is our sincere recommendation that these suggestions be accept- 
ed by your committee as essential to the attainment of stabilization and 
of maximum production. 

Thank you. 

The Cuarrman. Mr. Jones, I want to congratulate you on your clear 
and consise statement. 

Mr. Jones. Thank you. 

Senator Bricker. I think it is an excellent statement. 

Mr. Jones. Thank you. 

The Carman. Mr. Jones’ information accompanying his state- 
ment will be placed in the record at this point. 

(The information referred to follows:) 


ROSTER OF THE RETAIL INDUSTRY COMMITYE! 
MEMBER ASSOCIATIONS, AMERICAN RETAIL FEDERATION 


State associations: 
California Retailers Association 
Colorado Retailers Association 
Delaware Retailers Council 
Florida State Retailers Association 
Georgia Mercantile Association 
Idaho Council of Retaiiers 
Associated Retailers of Indiana 
Associated Retailers of Iowa, Ine. 
Kentucky Merchants Association, Inc. 
Louisiana Retailers Association 
Maine Merchants Association, Inc. 
Maryland Council of Retail Merchants, Inc. 
Massachusetts Council of Retail Merchants 
Michigan Retailers Association 
Missouri Retailers’ Association 
Nevada Retail Merchants Association 
Retail Merchants Association of New Jersey 
New York State Council of Retail Merchant Merchants, Inc. 
North Carolina Merchants Association, Inc. 
Ohio State Counci! of Retail Merchants 
Oklahoma Retail Merchants Association 
Oregon State Retailers’ Council 
Pennsylvania Retailers’ Association 
Rhode Island Retail Association 
Retail Merchants Association of Tennessee 
Council of Texas Retailers’ Associations 
Utah Council of Retailers 
Virginia Retail Merchants Association, Ine. 
Associated Retailers of Washington 
West Virginia Retailers Association, Inc. 
Retail Merchants Association of South Dakota 
National associations: 
American National Retail Jewelers Association 
Association of Credit Apparel Stores, Inc. 
Institute of Distribution, Ine. 
Limited Price Variety Stores, Association, Inc. 
Mail Order Association of America 
National Association of Chain Drug Stores 
National Association of Credit Jewelers 
National Association of Music Merchants, Inc. 
National Association of Retail Clothiers & Furnishers 
National Association of Shoe Chain Stores 
National Retail Dry Goods Association 
National Retail Farm Equipment Association 
National Retail Furniture Association 
National Shoe Retailers Association 
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National Associations—Continued 
National Stationery and Office Equipment Association 
Retail Credit Institute of America, Inc. 
National Luggage Dealers Association 
American Retal Coal Association 
Retail Paint and Wallpaper Distributors of America, Inc. 
National Retail Tea and Coffee Merchants Association 


The following members of the Retail Industry Committee are not members 
of the American Retail Federation: - 


American Booksellers Association, Inc. 
Associated Retail Bakers of Americé 
Diaper Institute of Americ: 

Institute of Industrial Launderers 
Master Photo Dealers and Finishers Association 
National Association of Independent Tire Dealers 
National Industrial Stores Association 

National Institute of Diaper Services 

National Office Machine Dealers Association 
Retail Tobacco Dealers of America, Inc. 


[Press release from American Retail Federation, Washington, D. C.] 


WASHINGTON, D. C., May 31.—Price control will be damaging to the economy 
and the defense effort unless all cost factors and the basic sources of inflation 
are stabilized, the retail industry told the Congress today. 

Speaking on behalf of the Retail Industry Committee, Rowland Jones, Jr., 
president of the American Retail Federation, declared that “without the stabi- 
lizing benetits of the essential corollary actions the control of prices is an im- 
possibility.” 

In a statement to the Senate Banking and Currency Committee, Mr. Jones 
recommended that if price control is to be continued it should be buttressed 
with a completely integrated anti-inflation program. 

“The Retail Industry Committee believes the Defense Production Act of 
1950 is a useful part of the Nation’s fight against inflation only if its original 
intent is carried out intelligently and consistently with the philosophy of our 
free-enterprise system,” the retail spokesman said. 

“Attempts to check inflation on anything short of an over-all basis, including 
the necessary indirect controls, become a national liability by dislocating the 
intricate balances of our economy, retarding production, and ultimately destroy- 
ing public confidence when promised results are not realized.” 

In his statement, representing the viewpoints of retail associations compris- 
ing more than 1,000,000 retail stores, Mr. Jones outlined eight essential anti- 
inflation measures “without which price control is worthless.” 

The first two points in retailing’s anti-inflation program, effective control of 
labor costs and of all raw material costs, reiterate the industry’s position taken 
during the pendency of the act that “if and when prices are controlled * * * 
all the elements of cost entering into the seller’s price must be controlled simul- 
taneously.” 

Other planks in the program are a pay-as-we-go fiscal policy, maximum econ- 
omy in all Government expenditures, encouragement of production and savings, 
curtailment of bank credit not related to the defense effort or in the interest 
of expanded production, and stopping the Treasury’s practice of unloading Gov- 
ernment bonds on Federal Reserve member banks. 

Mr. Jones stressed the industry’s fears of uncontrolled inflation which he 
described as the “greatest internal danger facing our Nation and menacing the 
success of our entire rearmament plans.” 

He declared that “no more difficult task can be imagined than the develop- 
ment of a system of price controls in a complex economy.” 

Those in charge of the development of price controls “have done as good a 
job thus far,’ as any group could in spite of the failure to provide them the 
benefit of the other more essential anti-inflation measures, Mr. Jones asserted. 

He expressed retailing’s alarm over the introduction by the Economie Stabili- 
zation Agency of a profit-control formula and recommended that the Defense 
Production Act be amended to prevent the use of such standard as an instrument 
of price control. 

In addition, Mr. Jones said the Retail Industry Committee favored amending 
the act as regards cost absorption which “unless limited in its application will 
destroy the margin-control principle and make price control impossible.” 
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A third recommendation was that there should be an amendment which would 
prohibit any maximum average price regulation such as was imposed on manu- 
facturers during World War II and which resulted in the disappearance of 
low-end merchandise. 

Throughout his statement the retail spokesman emphasized the fact that, since 
production is the “only long-range, effective brake on inflation,” controls which 
hamper production will defeat the objectives of the stabilization program. 


The CuatrmMan. Senator Douglas has asked that the following ex- 
cerpt from a telegram and the following letter he has received from 
the Illinois Federation of Retail Associations be made a part of the 
record of the hearings immediately following the testimony of Mr. 
Rowland Jones, president of the American Retail Federation and 
Retail Industry Task Committee, on May 31, 1951. Without objec- 
tion, that will be done. 


Illinois Federation of Retail Associations does not approve proposal of Retail 
Planning Committee for amendments to Defense Production Act to be presented 
your committee by Rowland Jones on May31 * * #* 


JOE MEEK. 


ILLINOIS FEDERATION OF RETAIL ASSOCIATIONS, 


Chicago, June 4, 1951. 
Hon. Pau H. Doveé.as, 


Senate Office Building, Washington, D. C. 

DEAR PAUL: Laying all the cards on the table, the merchants of Illinois feel 
definitely that price control and wage stabilization should terminate on June 30. 
You are a very smart economist, and there must be times when you feel as 
though you might be in agreement with us. Certainly a great amount of the 
control thus far has been shortsighted and unnecessary. 

During the formulation of our own position, the American Retail Federation 
has assumed what might properly be construed as a more “constructive” attitude. 
Its leadership feels that at least a brief continuation of controls is in the cards 
and that it is much more intelligent to seek to correct inequities, to restate a 
broad position describing the over-all controls needed, and to refrain from the 
all-out repeal position. 

This is what the American Retail Federation has done, and I am happy to 
attach hereto the actual amendments which they hope will be incorporated in 
the reenactment of title 4 of the Defense Production Act. 

Retailing is greatly concerned over the trend toward profit control. It is 
alarmed at the way in which people in bureaus have forgotten the basic prin- 
ciples they knew when they were in business. It is alarmed over the way men 
persist in surrendering the rights of business in the blind belief that they 
helping to preserve that business itself. 

These amendments, as I understand it, are designed to give retailing no ad- 
vantage whatsoever but merely protect it from ambiguities and to be certain the 
intent of Congress is carried out every step of the way. I respectfully urge you 
to give serious consideration to the content of the proposals. 

I need not ask for your friendly consideration nor for your courteous treat- 
ment of any representatives of the American Retail Federation. I know that 
treatment will be forthcoming, regardless. 

Sincerely, 


are 


J. T. MEEK. 

The Cuatrman., I have a letter from Mr. Ralph F. Kaul, chairman 
of the Critical Area Committee, which I will place in the record; and 
also, without objection, I have a list of 132 communities which are 
under serious study. These will be placed in the record. 

(The letter from Mr. Kaul and the enclosed list of communities will 
be found on page 775.) 

The Cuarrman. Mr. Bodfish, chairman of the United Savings and 
Loan League. Will you come forward, sir? Will you proceed in 
your own way ¢ 
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STATEMENT OF MORTON BODFISH, CHAIRMAN OF THE EXECUTIVE 
COMMITTEE, UNITED STATES SAVINGS AND LOAN LEAGUE, 
CHICAGO, ILL. 


Mr. Boprisu. Mr. Chairman, I will be very brief. My statement 
will identify me and the organization I represent. 

The point I wish to make appears almost entirely on pages 34 and 
35 of the bill. That section deals entirely with amending title VI 
of the present Defense Production Act. 

Title VI deals with the. question of control of credit, consumer 
credit, and real-estate construction credit. 

Some of us felt a year ago that some control of real-estate construc- 
tion credit was entirely appropriate. We had seen in the year 1950 
the largest production ‘of houses that we had ever had in the history 
of the Nation. We had the largest aggregate of credit, and the lowest 
down payments, and the longest terms, and it did seem clear that 
some restraint should be placed on the field of residential construc- 
tion in the interest of conserving labor and materials for the mobili- 
zation effort or defense effort. 

The proposal as now made is that the authority to control real- 
estate construction credit be extended to all real property. It didn’t 
say extend it to residential construction, but to all real property, 
whether it could be vacant only or improved, farm or urban, busi- 
ness or institutional, or any piece of real property that might in any 
way be the basis or subject to a credit transaction. It would include 
transactions within estates, families, and the like. 

Senator Bricker. I believe Mr. Martin testified they would apply 
it if there were more than three transactions involving real estate. 

Mr. Boprisu. The language of the bill, Senator, says it will apply 
to all real estate. 

Senator Bricker. I brought this out, and he said that is their plan, 
to apply it in that way. 

The CuatrMan. As the Senator knows, we may get some additional 
requests on transactions involving houses now exempt for one reason 
or another under regulation X. 

Mr. Boprisu. Senator, everything is now subject to regulation X 
involving construction, and now they want to step out and include 
about 36,000,000 additional residential units, and about 15,000,000 
units, if you take the farm business, institutional, industrial, and 
any other properties. 

The-CuatrMan,. Just for the record, as Senator Bricker stated—I 
am only stating this for the record—they claim this is one of the 
main causes of inflation. 

Now, what is your judgment? The continual purchase and resale 
of existing homes or houses, whatever you want to call them. What 
about that ? 

Mr. Boprisu. Senator, we don’t see any facts or transactions 

The Caiman. Did you read Mr. Martin’s testimony ? 

Mr. Boprisu. I read Mr. Martin’s testimony with some care, and 
frankly, I didn’t think he made either a factual argument or a theo- 
retical case. He simply said “here is a great area in which we think 
some more controls should be adopted.” 
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The Cuarrman. I think he went into more detail later on. I am 
not certain on that, but I am suggesting that since you have talked 
about it that you might, as you say you intend, devote more time to 
that subject. 

Mr. Boprisu. Senator, as we can see, about the same situation pre- 

vails in the market of existing property that prevailed last August 
when you rejected the original proposal for control of all real estate. 
There have been some increases in prices of existing real estate. It 
looks to us like it is about 5 or 6 percent. There has been about that 
much increase in the costs of construction, and the sale price of new 
real estate, and it doesn’t look to some of us that are studying the mat- 
ter closely that the thing is getting out of hand. 

Of course, there has been some flight from savings in real estate, 
and there has been a steady increase in home ownership during this 
period, but it looks to us like it is a moderate situation, and ‘about 
the same situation that prevailed when you men were dealing with this 
a year ago. 

The Cuatrman. You do not think this question is going to come up? 
You speak of what happened a year ago. A year ago, of course, I do 
not remember the figure, they had around a million and a quarter 
new houses to be built. Now they say they are going down to 800,000. 
I do not know whether they are or not. They 7 say in the future, due to 
shortages of materials needed in the cidade of houses, it is go- 
ing to ‘be even less. You do not think that would create a more 
inflationary situation on the existing structures? There is that argu- 
ment, I am just thinking out loud as to what I understood them to say. 

Mr. Boprisu. Senator, last year we started about 1,400,000 houses, 
and at that time, until clear to the end of the year, we had practi sally 
no tightening of the mortgage credit situation. 

The Cuatrman. Of course that is bad. We all know that. 

Mr. LBoprtsu. It is bad, but it is not as bad as I think some of the 
initial reactions of the builders have indicated. 

The CuarrMan. I am glad to hear that. 

Mr. Boprisu. We built 1,400,000 last year. 

The CuatmrMan. They are thinking of raising interest rates, and 
so on, and many statements have been made that because of the decline 
in Government bonds, the mortgages are as eagerly sought after. We 
had heard that from the housing authorities, the mortgage bankers 
themselves, and others. 

Mr. Boprisu. Senator, I think there is some real change in the 
situation with regard to banks and insurance companies. They got 
overcommitted toward the end of last year, when everybody was get- 
ting started ahead of regulation X. 

The CramMman. We left a blank in here so people could file appli- 

cations; we did not want to tell everybody that was a shut-off date, 
but left the date open until October 15.° Do you think they over- 
subscribed ? 

Mr. Boorisu. Yes; I think the insurance companies and banks got 
overcommitted. You see last year 

The Cuarrman. They got so many of these commitments out that 
housing exceeded what the Government thought it was going to be? 

Mr. Boprisn. That is right, and of course last year we had the all- 
time high real-estate boom in construction. I think if last year had 
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been continued for 3 or 4 years head on, we would have been in a lot 
of trouble. You can get in trouble with too much credit as well as 
with too little, sometimes. 

I think we would have overbuilt the market and had a serious 
recession. 

Senator Bricker. Mr. Martin testified, Mr. Bodfish, that there would 
be about 1,100,000 constructions started this year because of that back- 
log of applications at the end of last year, and then later on the home 
builders came in and testified there would not be more than 650,000 or 
700,000 starts this year. 

Mr. BoprisH. Senator, I am certain both of them are wrong, be- 
cause in the first 5 months, we have started over 400,000, so we will 
certainly do more than the difference between 600,000 and 411,000 in 


7 months. I think we will hit about 800,000, which was the target 


under regulation X. 

The Cuarrman. When do you think this thing will ease up a little? 

Mr. Boprisu. I think given 6 to 8 months the insurance companies 
will absorb their commitments. I think we must face, frankly, that 
with the change in the Government bond rate it does change their 
alternatives, and it is going to take them some time to decide at what 

rate they will be back in the mortgage market as actively as they used 
to be. 

The CHatrMan. You think between 6 and 8 months? 

Mr. BoprisH. Six to nine months, and after all that is what we 
were trying to accomplish with regulation X. 

Senator Bricker. Do you think that regulation X has been as 
effective as the decline in the value of bonds? 

Mr. Boprisu. I feel, Senator Bricker, that regulation X has been 
reasonably effective, but it is hard to put your hands on. When you 
increase down payments all through the economy, it is a much less 
dramatic thing as contrasted with what went on in April when Gov- 
ernment bond prices dropped 5 percent, which means that the eastern 
money lenders can invest their money in bonds without all the monthly 
payments and all this, that, and the other thing, after a half point 
higher yield. That was the cracker on the whip, but the whip had 
been there, just the same. 

Senator Bricker. They cannot go and get from the Treasury ready 

cash to take care of not only their past commitments, but to take care 
of their current demands. We have dried up the source of capital. 

Mr. Boprisu. I think there is another real factor, and I do not say 
this critically, that insurance companies and banks are in and out of 
mortgage markets. That is not their principal activity. The prin- 
cps al sources of mortgage money for homes in this ¢ ountry come from 
savings institutions, and from individuals, and in our savings and 
loan associations, operating in all these communities, we keep right on 
functioning. After all, we have no alternatives in the way of invest- 
ments. 

The Cuatrrman. Can FNMA not fill in that gap temporarily ? 

Mr. Boprisu. Yes; FNMA has over a billion dollars of authoriza- 
tion we can use—they are buying about 5 million a week new and 
selling 4 million, plus their collections outstanding, but they are re- 
quiring 70-day holding periods on the part of lenders before they can 
sell a VA loan to them. 
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: The Cuarrman. What about the FHA mortgage, what do you think 
' about the value of them ? 

Mr. Boprisu. In connection with FNMA ? 

The CuarrMan. Yes. 

Mr. Boprisu. I think they are slowed down, too, because lenders 
would rather sell to insurance companies than they would to the Gov- 
ernment with their 60-day waiting period, and there is no precom- 
mittal policy any more. You will recall that was eliminated about 
a year or a year and a half ago, and I think it was wisely eliminated. 

‘You can have excesses and just as many troubles with too much 
credit as with too little credit. 

Senator Bricker. As far as the savings and loan associations, your 
local community efforts and mortgage credit, regulation X has been 
effective. 

Mr. Boprisu. It has been effective, we think so. We do not think 
that the existing credit thing has gotten out of line. We have studied 
the thing pretty carefully. We have some figures, for example, pre 
pared by the Home Loan Bank Board on the first 3 months of 1951, 
and our average loan on existing property was about 58 percent of 
sale price. W ell, that is 20 percent under regulation X for new con- 
struction. That average loan was about $5,800 and the average price 
war $10,000. These people in the communities, where they are not 

f relying primarily on Government guaranties, and Uncle Sam cosign- 
> ing the note, they are not going to make foolish mistakes, and build 
up a whole inflationary structure on existing property in their com- 
munities. 

Senator Bricker. One further thing. 

Under the amendment submitted here in title VI, do you think the 
Government would have the power, as I believe it does in these amend- 
ments, to regulate every individual transaction in real estate / 

Mr. Boprisn. I think any transaction involving any interest in 
real property, which even goes to an estate’s partial interest, and all 
of that sort of thing, is possible of regulation. I think that is unfor- 
tunate and unnecessary until we get a more clear-cut inflationary pic- 
ture, because the ability of people to sell their homes, unless there is 
an extremely run-away credit situation is wholesome. It helps John 
Jones to move from here to Seattle, it helps a veteran’s family who may 
go with him to sell a house at home. When you start to regulate that 
by the Federal Government, it will seriously upset a normal ‘real-estate 
market. It gets complicated. Simple and clear as regulation X was, 
“en: with. only new construction of housing, since October 12—and 

I do not say this critically because it has been well-handled and well- 
done—it has been rewritten twice, with numerous amendments and 
interpretations. When you get to dealing with a whole variety of 
credit transactions, involving | all existing real estate, you will have a 

regulation looking like the Manhattan telephone book, no matter how 
conscientiously the regulation is handled. 

Senator Brickrr. You say it will disturb the flow of labor, for in- 
stance, and military personnel from one community to another? 

Mr. Boprisn. I think it injures their mobility. I think as long as 
they can sell their homes easily, and we have a good market, it is 
wholesome and desirable. 

_The Cuarrman. Well, now, what do you think about the material 
situation, do you think there are going to be enough critical materials 
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necessary for these houses to get the figures you say you think we will 
get ? 

Mr. Boprisu. Senator, I think with 850,000 starts, it will. The 
portion of critical materials that are involved in the creation of resi- 
dential construction are only 1 to 5 or 6 percent of the critical materials 
in the Nation. We build houses of cement, brick, wood, and the like. 

The Cuatrman. But you have facilities to put in certain communi- 
ties to take care of the houses, which will take a lot of critical material. 
The other day I knew of a community+that needed a water tank, which 
was held up. 

Mr. Boprisu. Housing does not take a lot of critical materials. 
NPA units construction taking 25 tons of steel and requires permits 
for a house of over $35,000. We think it has been intelligently done. 
We think section 106 is embarking into a sweeping thing that the situ- 
ation does not require. Ifthe situation becomes worse, we should stand 
up and do something about it. 

The Cuairman. You want your statement put in the record ? 

Mr. Boprisu. Yes; it is brief. There are one or two changes 
requested. 

Senator Bricker. Do you see any distinction between the inflation- 
ary effect on transactions on established property, and on new con- 
struction, which creates new wealth? 

Mr. Bonrisi. I think that market prices in the local communities 
tend to follow and move upward as the prices of new constructed 
houses move upward, and I think some ‘of that is inevitable, because 
people are constantly making the choice whether to buy a new house, 
or buy an old one, which tends to put some buoyancy under the price 
of existing real estate. I think the big thing about ‘this is that there 
are 45,000,000 pieces of residential real estate in this Nation, not in 
the including 5,000,000 or 6,000,000 farms, and if we keep a reasonably 
free market in that field, you will get a fair distribution and a more 
efficient use of that tremendous housing supply. We do not feel there 
is a great housing shortage at the present time. We do not have 
housing running out of our ears, and there will be some pressure 
points growing out of defense construction activities that will have 
to be dealt with, but in the aggregate, the cut-back on Regulation X 
that you authorized is working. Of course in all these things every- 
body agrees in general, and then when it cuts a builder back who 
wants to plan another thousand houses, he is pretty unhappy. I do 
not think the facts yet justify changing the policy, and we would 
much rather see you avoid delegating : such a broad power to Govern- 
ment departments until you are clearly convinced there is a need 
in the rather near future. 

The Cramman. we thank you, Mr. Bodfish. 

(The prepared statement of Mr. Bodfish follows :) 


STATEMENT OF MorTON BopFIsH, CHAIRMAN OF THE EXeEcuTIvVE CoMMITTEF, 
UNITED STATES SAVINGS AND LOAN LEAGUE 


The United States Savings and Loan League, representing 3,800 savings as- 
sociations, building and loan associations, and cooperative banks, strongly re- 
commends the deletion from 8S. 1397 of section 106 (a), beginning page 34, line 
6: section 106 (c) beginning page 34, line 22; and section 106 (d), page 35, lines 
11-18. These sections would expand many times the present authority of the 
Federal government to control real-estate construction credit and would add 
to the control program loans on all existing real property, vacant or improved, 
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including homes, apartments, business and commercial structures, farm build- 
ings, schools, churches, and, to repeat, every piece of real property in the United 
States which might become the basis of credit. This brief section of the bill 
would add 36,000,000 residential units to the Federal Government control pro- 
gram in contrast to the 1,000,000 or so now affected because they were con- 
structed after August 3, 1950. Also, 15,000,000—a rough estimate—farm, com- 
mercial, industrial, and institutional properties would be brought within the 
authority delegated to Federal departments and to personnel administering con- 
trol programs. Since real property and the improvements thereon are estimated 
to involve between two-thirds and three-fourths of the total wealth of the coun- 
try, the delegation of power here requested is sweeping and may have endless 
ramifications that are impossible to foresee. 

Last summer, when Congress was considering the original Defense Production 
Act, the administration requested this power to control loans on all real estate. 
The Senate Banking Committee rejected the proposal and made this declaration 
in its August 7, 1950, report on 8. 3936: 

“As credit with respect to existing structures does not directly affect the use 
of materials needed for national defense, it is the view of your committee that 
control of such credit is not necessary at this time.” 

In the House of Representatives, the proposal was rejected by a roll call vote. 
Thus, the credit controls were limited to construction begun after August 3, 1950. 
We see no basic change in the facts which guided the decision of the Congress 
on this matter last year, and we see nothing which suggests a change in the 
conclusion to be reached with regard to this proposal. 

Clear and emphatic need should be demonstrated before any control as drastic 
as that proposed in section 106 (a) is authorized. Government witnesses have 
failed to make either a factual argument or a vigorous theoretical case for this 
section and have contented themselves with the general statement that this 
control “should be adopted.” We do not feel that a case could be made, since 
controls on the financing of existing housing have no bearing on the use of men 
and materials that might be needed in the defense program; and since the 
inflation problem of the country stems from reasons other than the moderate 
amounts of credit used in the purchase and sale of real property. 

Section 106 (a), (c), (d) are not necessary because: 

1. Credit controls for real estate were not used, nor even requested, at any 
time during World War Il. In that conflict, the defense and mobilization pro- 
gram took a much larger portion of the national production and thus the country 
experienced much greater difficulties because of high incomes and decreased 
amounts of goods for public use than it is presently experiencing. Furthermore, 
under the program of accelerated defense production in the next few years, there 
is no anticipation of so great a concentration of the national resources on military 
needs as was the case in our ali-out war experience in the 1940's. 

2. Loans to finance the purchase of existing houses are, by business practice, 
less liberal than loans for new housing, particularly than the Government guar- 
anteed or insured loans. In the housing field, business judgment has generally 
kept the ratio of loans to property values from 10 percent to 20 percent less than 
the maximum loans permitted under Regulation X. A recent sample study by 
the Home loan Bank Board of the $1,000,000,000 of loans made by savings associa- 
tions from January 1 to March 31, 1951, shows that the average home loan made 
by these institutions has been 57.9 percent of the purchase price of the house 
and lot. The loans averaged $5,782 and the homes had an average price of 
$10,000. Under present credit restrictions (FHA regulations and Regulation X), 
a 77 percent loan is permitted on a $10,000 house; for veterans, an 87 percent loan 
is permitted. Obviously, the present conventional loans require of the borrower 
decidedly larger down payments than does Regulation X. 

3. The facts in the mortgage market just do not suggest that the Federal Gov- 
ernment embark on this vast credit-control program. In the first place, the 
change in the Government bond yield and prices has substantially restricted the 
participation of banks and insurance companies in mortgage lending. This 
fact, which may be temporary, will tighten credit wholesomely for the rest of 
1951. On the other hand, I do not anticipate that it will so drastically cut down 
the available financing of houses as to interfere with the construction of the 
850,000 units announced as the goal for 1951 under Regulation X. Chairman 
Martin of the Federal Reserve Board, however, has testified that the mortgage 
market is the tightest it has been in years. Labor and veteran groups have 
stated before this committee and the House Banking Committee that even the 
present controls on real-estate construction credit are imposing hardships on 
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their members. It appears perfectly clear that this credit field does not present 
one of the real mobilization or inflation problems. 

4. The purchase or sale of existing houses has nothing to do with labor and 
materials and therefore has no direct bearing on the mobilization program. 
Savings associations have supported Regulation X as presently constituted be- 
cause we recognize that new home construction does require labor and ma- 
terials. We can see the relationshjp between the labor and materials used 
there and in the mobilization needs, and therefore agree that control of this 
type of credit has a legitimate place in the efforts of the Federal Government 
to build up the Nation’s defenses as a first cafl on its resources. 

The proposed controls over loans for-existing housing as a “stand-by” or 
“maybe-something-will-happen-in-the-future” authority are not desirable be- 
cause : 

1. Any controls that are not clearly necessary are objectionable and should 
not be authorized. The controls proposed in section 106 (a) are certain to 
be burdensome to the buyer, to the seller, to the lender, and even to the Govern- 
ment. Such regulation is bound to require certificates by the buyer and seller, 
extra record keeping by the lender, and policing by the Government. It would 
mean constant change in the rules, thereby creating unnecessary uncertainty 
and confusion, and would impede an orderly real-estate market. 

2. In a period of expanding production and mobilization, the greatest flexi- 
bility and mobility for workers and for families of servicemen are desirable. 
Sweeping controls on all real property with their constant revision, refinement, 
and reinterpretation, will delay and impair the ability of people to buy and sell 
homes. 

3. The control of the loan terms on 50,000,000 pieces of real property would 
place almost the entire real-estate market in the hands of a Federal Agency. 
It just does not seem necessary to the war effort and to the solution of the 
inflation problem to tell John Doe that he cannot sell a 20-year-old house to 
Jim Smith unless he meets some complicated pattern of loan terms created in 
Washington. 

If a clearly different situation from that of the present develops, we know 
from experience that the Congress will be in a position to deal with it as the 
need arises and as the facts demand. We strongly oppose control for control’s 
sake and sweeping delegations of power for partial or complete use someday. 


RECOMMENDED AMENDMENTS TO SECTION 106 OF 8. 1397 


Strike out subsection (a), line 6, page 34; redesignate subsection (b) as sub- 
section (a), line 15, page 34; strike out subsection (c), line 23, page 34. 

Redesignate subsection (d) as subsection (b), and strike out all after the 
word “by” on line 12, page 35 through the word “by” on line 19 page 35. 

The Cuatrman. The next witness is Mr. MacDuffee, of the Asso- 
ciated Master Barbers and Beauticians of America. Will you come 
up, sir, and have a seat ? 


STATEMENT OF T. C. MacDUFFEE, GENERAL PRESIDENT, ASSO- 
CIATED MASTER BARBERS AND BEAUTICIANS OF AMERICA 


Mr. MacDurrer. Mr. Chairman and members of the committee, 
in accord with the wishes of the committee, I will file my chief state- 
ment with the clerk, if it is your pleasure. 

The Cuamman. We will appreciate that, Mr. MacDuffee. You 
know how busy we are. 

Mr. MacDurrer. I will summarize, as best I can briefly. 

The Cuarrman. We want you to take as much time as you desire 
to summarize. Without objection, your entire statement will be made 
a part of the record. 

Mr. MacDurrer. Thank you, sir. 

My name is T. C. MacDuffee, and I am general president of the 
Associated Master Barbers and Beauticians of America. 
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The Associated Master Barbers and Beauticians of America is an 
association of barber- and beauty-shop owners and managers as active 
benefit and nonbenefit members; of barber- and beauty-sc hool oper- 
ators, supply dealers and manufacturers of barber and be: 1uty equip- 
ment and supplies as associate members; of some employed personnel 
as inactive bouallé: and nonbenefit members; and of some employed 
personnel and students and instructors in barber and beauty schools 
as social-benefit members. The association is national in scope, its 
members being organized in local area chapters in most of the princi- 
pal cities in the United States. The association has been continuously 
active since its organization on November 19, 1924, a matter of about 
27 years. Its purposes are to promote both the economic and pro- 
fessional w elfare of those engaged in barbering and beauty culture. 

The association operates primarily for the benefit of welfare of the 
barbers and beauticians of the United States. We are asking the 
committee to include a clause in section 702 of the Defense Production 
Act, which will mean that the services of barbers and beauticians will 
be exempt from price ceilings under Office of Price Stabilization. 

On Tuesday of this week, I was privileged to appear before the 
House Banking and Currency Committee to seek understanding from 
its members of the adverse results barbers and beauticians are suffer- 
ing from imposition of price and wage ceilings on our people by 
OPS. House committee members of both the majority and minority 
parties agreed that an error had been made when b: urbers and beauti- 
cians’ services were not exempted by defining a provision in the De- 
fense Production Act. 

The Cuatrman. What provision did they suggest ? 

Mr. MacDurrer. We suggest that services be defined, and that those 
services rendered not in connection with a processing and storing and 
handling and selling of commodities be exempted, and that is primar- 
ily the same provision that was in the Price Control Act of, 1942. 

The Cuatrrman. You were exempted? 

Mr. MacDurrer. We were exempted in 1942. As I go into my 
statement, I mention that. 

The CuarrMan. Well, I understood there was some misunderstand- 
ing about the law as it now reads. 

You go ahead. 

Mr. MacDurrer. The members of the House committee made the 
following statement : 

1. Services such as barbers and beauticians render were never in- 
tended by them to be brought under ceilings. 

Our services were luxury services, and that competition in our 
businesses would guard against excesses. 

That it was their conception of the act that exceptions provided 
for in World War II, under the Price Control Act, were also to be 
exempt under the Defense Production Act. 

That clarifying language should be incorporated in the Defense 
Production Act to effectively exempt barber and beauty culture serv- 
-_ 

They were amazed to learn, because of our petition to appear 
al offer protest, that the Office of Price Stabilization had imposed 
ceilings on barbers’ and beauticians’ services, their fees and wages. 

It is this immediate background that heartens and encourages me 
to plead our cause before the members of the Senate Banking and 
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Currency Committee, and instills hope in me and those I represent 
that the bill to extend the Defense Production Act will be amended 
by the committees in a manner that will exempt barber and beauty 
culture from price- and wage-control provisions in the act. 

The Cuarrman. Do you know who were exempted under that sug- 
gested amendment of yours that was put in the 1942 law—I imagine 
it would be preachers, doctors—— 

Mr. MacDurrer. Well, Senator, there js another provision in the 
Price Control Act which exempted professional services, lawyers, doc- ‘ 
tors, and those classes of people in recognized professions. 

The Cuamman. Who were exempt under the 1942 act, not as pro- 
fessional men, but as services, which you referred to, besides your 
people? | 

Mr. MacDurrer. Senator, I did not check up to find out who all ; | 
they were, but there were quite a number of them, and to tell you j | 
frankly, we are concerned about ourselves, and at that time we were 
exempt. 

The Cuatrman. Naturally, if such a thing as that is written, others 
would be involved in it and would want to be heard. Would there 
be any way for you to find out about the 1942 Act? 

Mr. MacDurrer. Yes, we can find out who were exempted, if you 
would care-to have us do that. 

The CuarrMan. I can get Mr. McKenna to do that, and put in the 
record who was exempted so there will not be any confusion about it. 
If there is such an amendment put in here—I do not know whether 
it will or not—certainly when the conference meets a lot of people 
will want to know whether they are included or not. I will ask that 
that be included at the completion of your testimony. (The informa- 
tion referred to will be found on page 2050.) 

Mr. MacDurrer. Of course it was quite specific under the Price 
Control Act that only those services not rendered in connection with 
the processing, sale, and so forth, of commodities were exempt, so those 
who dealt with commodities were under price control. 

Following are the reasons we present for not coming under this 
act, why we think we should not come under it: 

We render semiprofessional services which are not rendered in con- 
nection with distributing or processing any commodity. Our service 
fees are not too high, our incomes and wages are still substandard, 
and Census Bureau statistics bear this out. 

The emergency is not so pressing or serious as to require regulation 
of strictly intrastate businesses. Our service charges were exempt 
from ceilings under the 1942 Price Control Act, and for all of the 
reasons we were exempted then we should be exempt now. 

The Office of Price Stabilization has declined to define our services 
as professional services, which, if they did, would be exempt from 
ceiling regulations under section 402 (e) (2) of the Defense Produc- 
tion Act. 

There are ample numbers of both barbers and beauticians engaged 
in the businesses which will keep competition at high pitch. There 
is no manpower shortage now, and even in World War II there was 
no suffering on the part of the public for lack of practitioners. 

A flagrant example or two of excessive price increases should not 
be sound cause for imposition of service price and wage controls 
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on all of the barber and beauty-culture businesses. Barber and beauty- 
culture service fees have no direct connection with national defense. 
Barber and beauty-culture service charges are not inflationary, and 
have no substantial or significant effect upon the general cost of living. 

They are luxury services. Small-shop owners, one-, two-, or three- 
man places, have neither the time nor the finances to assume the added 
burdens of preparing, maintaining, and submitting the volume of 
records and reports required of those who are subject to price controls 
by Office of Price Stabilization. We are specifically subjected to the 
provisions contained in Ceiling Price Regulation 34 issued by OPS. 

In our statement which we have filed with the committee we go to 
some length to explain how the services we render are in fact the 
labor of our hands, and the fees that we charge for those services 
are the wages that we earn. 

Two factors limit our earning power: (1) The physical ability 
to perform services. There is a limit to what we can do, in other 
words, in a day. (2) The fees we can charge for our services; we 
sell no commodities. 

Our filed statement quite conclusively proves that the earnings of 
the average barber or beautician are still substandard, and that very 
few operators earn more than $75 a week, and the great bulk of them 
still earn less than $55 a week. The obvious deduction must be that 
the top price charged for barber and beauty-culture services in this 
country are not too high and the wages that are being paid in the 
profession are not too high. Therefore these services should not be 
subject to price ceilings. 

It is pointed out in our statement that there is no shortage of man- 
power among barber and beauty shops, and that even during the days 
of World War II when manpower was most scarce there was no 
actual shortage. Shortages would mean that those engaged in the 
business would be working harder, and would be earning more. It 
is pointed out in our statement that shop owners are little, if any, bet- 
ter off than are their employees from the standpoint of net income, 
and it is a fact that thousands of barber and beauty shops have been 
forced to discontinue business because of highly increased rents, and 
other greatly increased operating costs. 

It is pointed out in our statement that barbering and beauty culture 
are luxury businesses, and as such have no effect upon the general cost 
of living, and have no direct connection with national defense. We 
further emphasize that being luxuries, those who pay for barber and 
beauty culture services contribute to the draining off of dollars which 
might otherwise be spent for the necessities, and thus add to the in- 
flationary tendencies. It is our contention that dollars spent for luxu- 
ries ease the tendency toward inflation rather than aggravates it. We 
draw attention to the question as to whether an emergency exists of 
sufficient import to justify price and wage ceilings on barber and 
beautician services. ‘These services were not under price control dur- 
ing World War II, and it is our contention that if we would be rea- 
sonably exempt at that time, then there is no reason for imposing price 
ceilings on us now. 

In this regard, the question also arises as to whether we have legally 
been placed ‘under price ceilings because of the fact that we are strictly 
an intrastate business. We are not permitted to receive the benefits 
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of the wage and hour law, nor the Labor-Management Relations Act 
of 1947, and we believe it to be inconsistent that we are interpreted to 
be subject to the provisions of the Defense Production Act under the 
mild emergency which existed at the time the act was passed. 

We draw attention to the fact that 15 States have enacted minimum- 

rice laws, so that floors could be placed under the prices charged for 

oarber and beauty services. We direct the attention of the commit- 
tee to this fact so that they will understand .the thinking of various 
State legislatures—— o 

The Cuarrman. Would you mind providing the names of those 15 
States for the record ? 

Mr. MacDurrer. Florida, Louisiana, Oklahoma, New Mexico, Ari- 
zona, California, Oregon, Montana, Utah, Colorado, North Dakota, 
South Dakota, Nebraska, Kansas, Minnesota; and Rhode Island has 
a kind of a semi-price-fixing law. 

Now, in Louisiana, the beauticians also have a price-fixing law. 
These are minimum-price laws, let it be understood, for the purpose of 
setting up floors for protective measure. 

The Cuatrman. I understood that. 

Mr. MacDvurreer. All right, Senator. 

We direct the attention of the committee to this fact so that they 
will understand the thinking of various State legislatures to the effect 
that the barber and beauty-culture businesses needed help in the way 
of safeguards against price panics and ruinous price-cutting wars. 
Barbers and beauticians have been putting up a heroic struggle to im- 

rove their economic status, and to reach levels comparable to other 
sree so that we could assume a position of equality in the econ- 
omy of the Nation. 

In our struggle we have needed help from many sources. We have 
asked for State legislation in the way of State licensing laws, and 
minimum-price laws, and now we ask help from the United States 
Congress and from this committee. 

Creating better conditions for ourselves has been a herculean task. 
However, on the contrary, it seems to be easy for adverse forces to push 
us back. 

We devote some discussion to the most recent Ceiling Price Regula- 
tion No. 34, which instructs barbers and beauticians as to what they 
must do under OPS. We point out the voluminous amount of book- 
keeping and record making that must be done by the average small 
one-, two-, or three-chair shop owner under this regulation. 

We protest that it is too much, in addition to the already extensive 
bookkeeping and record keeping that must be done by ‘the average 
small-business man. 

We also point out how the order to post service prices in our shops 
is an invitation to a return to ruinous price wars that have afflicted 
barbers and beauticians for more years than we can remember. We 
plead with the committee to so amend the Defense Production Act as 
to insure that the services of barbers and beauticians will be exempt 
from price ceilings, and thus spare these two businesses from all of the 
adverse reactions that are bound to come from the Office of Price 
Stabilization regulations, 

The Cuarrman. We thank you very much for your testimony. You 
may rest assured it will have our consideration. 
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Mr. MacDurree. Thank you, Senator. 

The Cuarrman. Mr. McKenna will obtain those other services that 
might be similar to yours. I understand you have testified for your 
organization only, but 

Mr. MacDorreg. We can gather that information. 

The CuarrMaNn. There is no use to have you do that. We can have 
the staff of the committee obtain that for us. 

Thank you very much. 

(The prepared statement of Mr. MacDuffee follows :) 

STATEMENT OF T, C. MACDUFFEE, GENERAL PRESIDENT, ASSOCIATED MASTER BARBERS 
AND BEAUTICIANS OF AMERICA 





IDENTIFICATION 


The Associated Master Barbers and Beauticians of America is an association 
of barber and beauty shop owners and managers as active benefit and non- 
benefit members; of barber and beauty school operators, supply dealers and 
manufacturers of barber and beauty equipment and supplies as associate mem- 
bers; of some employed personnel as inactive benefit and nonbenefit members; 
and of some employed personnel and students and instructo’s»in barber and 
beauty schools as social benefit members. The association is national in scope, 
its members being organized in local area chapters in most of the principal cities 
in the United States. The association has been continuously active since its 
organization on November 19, 1924. Its purposes are to promote both the 
economic and professional welfare of those engaged in barbering and beauty 
culture. 


INTRODUCTORY STATEMENT 


The members of the barber and beauty culture professions urge that the com- 
mittee insert an amendment into the bill to amend and extend the Defense Pro- 
duction Act of 1950, that will exempt barber and beauty services and wages from 
ceiling regulations by OPS because— 

We render semiprofessional services which are not rendered in connec- 
tion with distributing or processing any commodity. Our service fees 
are not too high—our incomes and wages are still substandard. Census 
Bureau statistics bear this out. 

The emergency is not so pressing or serious as to require regulation of 
strictly intrastate businesses. 

Our service charges were exempt from ceilings under the 1942 Price 
Control Act, and for all of the reasons we were exempted then we should 
be exempt now. 

OPS has declined to define our services as professional services which would 
be exempt from ceiling regulations under section 402 (a) (ii) DPA. 

There are ample numbers of both barbers and beauticians engaged in 
the businesses which will keep competition at high pitch. There is no 
manpower shortage now, and even in World War II there was no suffering 
on the part of the public for lack of practitioners. A flagrant example or 
two of excessive price increases should not be sound cause for imposition 
of service price and wage controls on all of the barber- and beauty-culture 
businesses. 

Barber and beauty-culture service fees have no direct connection with 
national defense. 

Barber- and beauty-culture service charges are not inflationary and have 
no substantial or significant effect upon the general cost of living. They 
are luxury services. Small-shop owners, one-, two-, or three-man places, 
have neither the time nor the finances to assume the added burdens of 
preparing, maintaining, and submitting the volume of records and reports 
required of those who are subject to price controls by OPS. We are spe- 
cifically subjected to the provisions contained in CPR 34 issued by OPS. 

By outlining and explaining briefly five general reasons why barbers and 
beauticians should be exempted from service prices and wage cealings we hope 
to establish with the committee the need for the requested amendment to the 
Defense Production Act. 
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THE WAGE FACTOR—CEILINGS SHOULD NOT BE IMPOSED ON SERVICE PRICES AND ON 
WAGES OF BARBERS AND BEAUTICIANS, BECAUSE WAGES BEING PAID IN OUR BUSI- 
NESSES AND EARNINGS OF THE SHOP OWNERS ARE STILL SUBSTANDARD 


Because of the commission-payment system in our businesses the wages paid 
vary greatly, both from shop to shop and from operator to operator. The more 
skillful operator certainly is entitled to receive a higher fee for his services 
than is one not as competent. Ceiling prices on services thus restrict the skilled 
practitioner to an income below that which he rightfully deserves. He is penal- 
ized unjustly, because he sells his time, skill, and knowledge—not a package of 
merchandise. Just as the high-rated physician is in position to charge and 
receive premium fees for his services, so is the ‘high-rated barber and beautician 
able to charge and receive higher fees for selective and superior services. And, 
like the physician’s services, there are no commodities involved in the sale of 
barber- and beauty-shop service. 

Ceiling prices on our services act as a brake on the initiative of the individual 
to improve himself and, through such improvement, be of added benefit and value 
to the public he serves. 

The benefit of superior skill and experience is of extra value to a practitioner’s 
patron. The patron is willing to pay for superior service, and it is unfair to 
deny to the skillful and experienced operator the fees he is entitled to as a 
reward for his years of study and training. 

It is pointed oat that payment of wages to employees in barber and beauty 
shops is on the basis of a moderate guaranty up to a certain amount of the total 
receipts from the services rendered by the employee, plus a percentage of the 
receipts over the amount upon which the guaranty is based. 

The moderate guaranty has become a fixture in the barber and beauty culture 
professions for the purpose of restricting the number of employees in a shop to 
the maximum number who can successfully earn a living therein. The payment 
of percentage on the overage receipts has been adopted as the method by which 
the more experienced operators and those longest in employment in the same shop 
may strive to improve their incomes and their standards of living. 

It must therefore be establish in the minds of the committee members that 
barbering and beauty culture wages are determined by the payments of percent- 
ages on the individual receipts of the operator. These wages may violently 
fluctuate from season to season or from week to week, depending on volume of 
clientele, and these wages certainly are directly dependent on the prices for 
services that prevail in the shops. 

Percentages granted to employed operators in barber and beauty shops vary 
from 50 to 75 percent—in most cases the percentage is either 65 or 70 percent. 
In no other vocation is the payment of wages so sensitively connected with the 
prices charged for services as is the case in the barber and beauty culture profes- 
sions. It is only through developing the popularity of a shop and its personnel 
and through increased prices for services dispensed in the shop that the wages 
and living standards of barber and beauty shop employees may be improved to 
levels comparable with the needs imposed by our present economy. 

By establishing that wages paid to barber and beauty shop employees are 
controlled by the prices charged for services in the shops, we point out to the 
committee that there is not as yet any situation in the United States where 
service prices in barber and beauty shops are at excessive levels. We point 
emphatically to the price schedules that prevail in the majority of barber shops 
in a city such as Los Angeles, Calif. Haircut prices in Los Angeles range from 
75 cents to $1.25. Shaves range from 40 to 75 cents. The higher level of prices 
compares equally with the higher prices charged in other major cities. 

Consider the sum of money the Los Angeles barber asks his patron to spend 
with him. It is hoped that the average patron will visit the barber twice each 
month for a haircut in order to look well groomed, and at $1.25 per haircut, the 
top price, the total he need spend for this service is only $2.50 each month. An 
occasional haircut is the only service dispensed by the barber which even remotely 
approaches a necessity, and the patron may easily space his barber-shop visits 
to once each 5 weeks or once each month, or, if he feels fuming resentment 
against what he asserts are excessive haircut fees, he may submit to having his 
hair sheared off by his wife or his sister or brother and thus bypass the barber 
entirely. Barber-shop shaves have become a rarity and income from shaves 
cannot be relied upon. 
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If we are to bring out the true situation to emphasize the actual economic 
situation of the average Los Angeles barber, it is necessary that we refer to the 
barber’s opportunities for income as far back as 20 years ago. Then he received 
50 cents for a haircut and 25 cents for a shave. Then the average patron would 
purchase two haircuts per month, and in addition thereto would purchase two 
or three shaves each week. Hence the patron would buy at least $2.50 worth of 
shaves each month and would probably spend $1 for haircuts in the same period, 
a total expenditure of $3.50 each month for barber-shop services. 

A reduction in shave prices, as we have already pointed out, would not aid the 
economy of the barber today, because the average man is a home shaver, and he 
will continue to be regardless of shave prices in the shops. Our reliance must 
be on haircuts for income. Checks on shops with cheap shave prices have revealed 
that the shops which schedule cheaper shave prices actually give fewer shaves 
than do the shops charging top prices. 

Possible earnings of the average Los Angeles barber on the basis of average 
receipts per patron indicate that his actual dollar wages should be less now than 
was the case 20 years ago. However, the factor that assures him more wage 
dollars today is the reduced number of barbers now practicing, which operates 
to bring more haircut customers to the chair of each barber. However, there is 
no manpower shortage in our shops. Barbers are easily secured. Even during 
World War II there was no actual shortage. 

The barber in Los Angeles who receives an average weekly wage of $75 is 
deemed to have a superior position, and the bulk of Los Angeles barbers must be 
content to accept wages below this figure. A large percentage earn less than 
$50 per week, because numerous shops charge 75 cents and $1 for haircuts. 

We contend that even if all Los Angeles barbers earned as much as $75 per 
week, these earnings are not inflated. Skilled craftsmen such as bricklayers, 
carpenters, plumbers, decorators, etc., all are receiving wages considerably above 
the $75 per week figure. And in view of the fact that we have made clear to 
the committee that wages are sensitively governed by the schedule of prices of 
services in the shops, we submit that our contention is valid when we state 
that top haircut prices today are not excessive. 

A valid thesis can also be presented to fully justify beauty shop schedules of 
service charges, because it is an extraordinary instance when an employed 
beauty operator will earn more on an average than an average employed barber. 

Owners and operators of barber and beauty shops, in most cases, are little 
if any better off than their employes regarding net income. Store rents are 
high, supply costs are high, laundry costs are high, decorating and repair and 
remodeling costs are high—every item that enters into the costs of operating 
barber and beauty shops has been subjected to inflationary influences. The 
average shop operator has lagged behind the parade, rather than taken the 
radical moves that would have anticipated the forces of the inflationary trend. 
The most serious phase of the situation is that the average shop owner needs 
further adjustment of his service charges upward in order to keep pace. 

There are far too many instances of shop owners who delayed increasing 
service charges and now find themselves with sharply increased operating costs 
and cheaper dollars which do not buy as much, but with no more physical dollars 
with which to do business, pay rent and overhead, and meet the salary needs 
of their employees. 

It is important that your committee be informed that thousands of shop 
owners, both barbers and beauticians, have been forced to discontinue their 
businesses because of doubled and trebled and quadrupled store rents and sub- 
stantial increases in all other costs of doing business. There is not a city in 
the country where barber or beauty culture service prices have been raised in 
keeping with the vast increases they have encountered in operating costs. 

We admit that perhaps 10 percent of the barbers and beauticians in the United 
States have been both astute and fortunate in their ability to forecast economic 
trends and, acting upon their convictions, have been able to fortify their positions 
and retain financial security. At the same time we contend that nine of every 
ten barbers and beauticians are suffering substandard living conditions and 
need a means to improve themselves economically. 

The OPS Interpretation No. 37 freezing prices and wages of barbers and 
beauticians acts as a positive bar to efforts on the part of the allied professions 
to work out their own destinies by laboring to overcome inequities. 
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BARBERING AND BEAUTY CULTURE ARE LUXURY BUSINESSES, AND AS SUCH SHOULD BE 
EXEMPT FROM SERVICE PRICE AND WAGE CEILINGS 


We contend that the services of the barber and the beautician must be classed 
as luxuries. To point up our contention we observe that any of the services dis- 
pensed by a barber or beauty practitioner may be either bought or avoided at the 
whim of prospective patrons. A possible exception is an occasional man’s hair- 
eut. And we previously suggested that a man’s relative could shear his hair if 
he wished to avoid securing this service in a barber shop. That it pays to look 
well is admitted to be a desirable aim of the average person, but the desire is 
not a necessity any more than the desire for an “old-fashioned” in the mind of a 
person makes that desire an economic requirement. 

The fact that people do patronize our barber and beauty shops and are willing 
to pay for services rendered is not an argument to sustain a contention that 
barber and beauty shop prices have an adverse effect upon the cost of living. 
In times of economic distress the barber and the beautician are among the first 
to suffer decreased receipts and reduced income—the average person, under the 
influence of his need to be frugal, will immediately prove that he can go on 
without sharing his funds with his neighborhood barber or beautician. 

The comment is made to the committee that it takes not only some imagina- 
tion but also considerable stretching of it to imply or contend that prices charged 
for services in barber and beauty shops in any way endanger the defense effort 
or contribute to emphasizing inflationary trends. Rather, it makes sense that 
dollars spent for luxuries act as a brake on inflationary trends, because spend- 
able dollars deposited with the barber or beautician cannot be also spent for food, 
rent and clothes. It is the buying demand for the necessities of life that many 
create shortages that endanger the economy and which act as fuel for infla- 
tionary fires. 


DOES AN EMERGENCY EXIST OF SUCH INTENSITY AS TO LEGALIZE IMPOSITION OF PRICE 
AND WAGE CEILINGS ON BARBERS’ AND BEAUTICIANS’ SERVICES? 


We contend that no emergency exists serious enough to extend price and wage 
ceilings to the services dispensed by barbers and beauticians. Certainly any 
emergency now has much less portent than was the case during World War II. 
Yet, during World War II Congress saw fit to so write the Price Control Act 
that barber and beautician service charges were exempted—an indication that 
the Congress then thoroughly was convinced that prices of barber and beauty 
culture services had no adverse effect on the war effort. Moreover, on two 
occasions Chester Bowles asked that the 1942 Price Control Act be amended 
to include barbers’ and beauticians’ services. On both occasions Congress denied 
his request. 

The Price Control Act of 1942 contained a provision that services not con- 
nected with the sale or processing of commodities were exempt, and the 1942 
price law also defined that professional services were exempt. Remarks by 
some of the members of the present committees have persuaded us that there 
are some committee members who believe that the provisions of the 1942 Price 
Control Act should be quite closely followed in framing the Defense Production 
Act. The fact that the present law does not define as exempt those services not 
connected with the processing of commodities does not necessarily require the 
es that the Members of Congress think differently now than they did in 
1942. 

Under section 402 (e) (ii) of the DPA appears the provision that professional 
services shall be exempt, and we are rather convinced that the Members of the 
Congress, particularly the Banking and Currency Committee members of both the 
House and Senate, expected the same exemptions from price ceilings as were 
granted under the 1942 Price Control Act. OPS Interpretation No. 37, which 
blanketed service prices and wages of barbers and beauticians under ceiling regu- 
lations, we believe is contrary to the intent and desire of Congress. 

It is accepted that the DPA resulted from opinions that an emergency existed, 
and although recognition of the existence of an emergency at the time DPA 
was enacted may be hinted in the stated reasons for passing the legislation 
because of reference to “national security,” there is nevertheless conspicuously 
absent a declaration in words that an emergency exists as being a reason for 
enactment of the law. It is our conception that the Congress may pass legis- 
lation under an acute emergency, such as a major war, which is enforceable 
upon all citizens. However, lacking an emergency of a grave nature, it has 
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been quite well established that the Congress may not enact legislation for the 
purpose of regulating intrastate businesses. 

Barbering and beauty culture are perfect types of strictly intrastate businesses. 

The desire of our practitioners to be exempted from OPS ceiling provisions 
persuades us to explore the possibility before this committee that our profes- 
sions may be exempted from ceilings on prices and wages through a clarifying 
amendment to the law, because we are in no way involved in interstate com- 
merce. We are exempt from the provisions of the wage-and-hour law. Outside 
of the District of Columbia we are not subject to the provisions of the Labor 
Management Relations Act of 1947. 

It is not logical that we at one and the same time are refused the benefits of 
the Federal legislation referred to, but must nevertheless come under regulation 
by OPS. Reason and fairness should convince the members of the committee 
that, as purely local intrastate businesses which have no impact on the national 
defense effort and which have no effect on the forces which govern the cost of 
living, we should be exempted. 


STATUTES CONFLICTING WITH OPS INTERPRETATIONS, SECTION 402 (D) (2) DEFENSE 
PRODUCTION ACT 


In some 15 States there exist at the present time what are commonly re- 
ferred to as minimum price laws for barbers, and in one State, Louisiana, there 
exists a minimum price law for beauticians. Barbers’ and beauticians’ minimum 
price laws provide that the boards of examiners for the two professions are 
empowered to investigate the economic needs of the members of the profes- 
sions, and may, under certain circumstances, set up schedules of minimum 
prices below which no prices may be charged by any members of the professions 
in specified geographical locations. It is our contention that in these 15 States 
OPS Interpretation No. 37 to GCPR is in conflict with State legislation, and 
that OPS erred when it failed to exempt barber and beautician practitioners 
in these 15 States. 

We cite paragraph 402 (d) (2) of the Defense Production Act for the basis 
of our contention. The paragraph provides that “no action shall be taken under 
authority of this title with respect to * * * compensation which is incon- 
sistent with the provisions * * * of * * * law * * * of any 
Bake; .F 27:9” 

We believe that it is within the authority of the boards of examiners in the 
indicated 15 States to set up new minimum price schedules and nullify the fixing 
of ceiling prices attempted by OPS under its Interpretation No. 37 to GCPR. 

The importance of our reference to State laws which provide for lawful 
schedules of minimum prices is not emphasized on the question of the legality 
of ceiling price and wage regulations by OPS. What we do emphasize is that 
15 State legislatures have passed valid laws under which minimum prices may 
be scheduled and which must be at least minimum prices by all members of 
the professions in the area designated by the boards’ orders, It should be 
persuasive to the members of this committee that the actions of 15 State legis- 
latures were taken to protect barbers, and in one State to protect beauticians, 
from ruinous low prices, and the State legislatures recognized that keen com- 
petition in barbering and beauty culture, because of a normal abundance of prac- 
titioners, is an economie force that acts to bring about unsatisfactory substand- 
ard prices for barber and beauty culture services, rather than inflationary high 
prices, 

We contend that passage of State minimum price laws which act as a safe floor 
for the economy of barbers and beauticians is an acceptable reason for this 
committee to amend the DPA to exempt barbering and beauty culture services 
from price and wage ceiling provisions. 

State minimum price laws are a helping hand to barbers and beauticians to 
elevate their living standards, and their purpose is directly contrary to the 
results expected from OPS regulations to apply ceilings which restrict the 
economic progress of barbers and beauticians. 

Barbers and beauticians need these helping hands—from the States, from the 
United States Congress, and just now from this committee. 
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BARBERING AND BEAUTY CULTURE ARE LUXURY BUSINESSES, AND AS SUCH SHOULD BE 
EXEMPT FROM SERVICE PRICE AND WAGE CEILINGS 


We contend that the services of the barber and the beautician must be classed 
as luxuries. To point up our contention we observe that any of the services dis- 
pensed by a barber or beauty practitioner may be either bought or avoided at the 
whim of prospective patrons. A possible exception is an occasional man’s hair- 
cut. And we previously suggested that a man’s relative could shear his hair if 
he wished to avoid securing this service in a barber shop. That it pays to look 
well is admitted to be a desirable aim of the average person, but the desire is 
not a necessity any more than the desire for_an “old-fashioned” in the mind of a 
person makes that desire an economic requirement. 

The fact that people do patronize our barber and beauty shops and are willing 
to pay for services rendered is not an argument to sustain a contention that 
barber and beauty shop prices have an adverse effect upon the cost of living. 
In times of economic distress the barber and the beautician are among the first 
to suffer decreased receipts and reduced income—the average person, under the 
influence of his need to be frugal, will immediately prove that he can go on 
without sharing his funds with his neighborhood barber or beautician. 

The comment is made to the committee that it takes not only some imagina- 
tion but also considerable stretching of it to imply or contend that prices charged 
for services in barber and beauty shops in any way endanger the defense effort 
or contribute to emphasizing inflationary trends. Rather, it makes sense that 
dollars spent for luxuries act as a brake on inflationary trends, because spend- 
able dollars deposited with the barber or beautician cannot be also spent for food, 
rent and clothes. It is the buying demand for the necessities of life that many 
create shortages that endanger the economy and which act as fuel for infla- 
tionary fires. 


DOES AN EMERGENCY EXIST OF SUCH INTENSITY AS TO LEGALIZE IMPOSITION OF PRICE 
AND WAGE CEILINGS ON BARBERS’ AND BEAUTICIANS’ SERVICES? 


We contend that no emergency exists serious enough to extend price and wage 
ceilings to the services dispensed by barbers and beauticians. Certainly any 
emergency now has much less portent than was the case during World War II. 
Yet, during World War II Congress saw fit to so write the Price Control Act 
that barber and beautician service charges were exempted—an indication that 
the Congress then thoroughly was convinced that prices of barber and beauty 
culture services had no adverse effect on the war effort. Moreover, on two 
occasions Chester Bowles asked that the 1942 Price Control Act be amended 
to include barbers’ and beauticians’ services. On both occasions Congress denied 
his request. 

The Price Control Act of 1942 contained a provision that services not con- 
nected with the sale or processing of commodities were exempt, and the 1942 
price law also defined that professional services were exempt. Remarks by 
some of the members of the present committees have persuaded us that there 
are some committee members who believe that the provisions of the 1942 Price 
Control Act should be quite closely followed in framing the Defense Production 
Act. The fact that the present law does not define as exempt those services not 
connected with the processing of commodities does not necessarily require the 
en that the Members of Congress think differently now than they did in 

Under section 402 (e) (ii) of the DPA appears the provision that professional 
services shall be exempt, and we are rather convinced that the Members of the 
Congress, particularly the Banking and Currency Committee members of both the 
House and Senate, expected the same exemptions from price ceilings as were 
granted under the 1942 Price Control Act. OPS Interpretation No. 37, which 
blanketed service prices and wages of barbers and beauticians under ceiling regu- 
lations, we believe is contrary to the intent and desire of Congress. 

It is accepted that the DPA resulted from opinions that an emergency existed, 
and although recognition of the existence of an emergency at the time DPA 
was enacted may be hinted in the stated reasons for passing the legislation 
because of reference to “national security,” there is nevertheless conspicuously 
absent a declaration in words that an emergency exists as being a reason for 
enactment of the law. It is our conception that the Congress may pass legis- 
lation under an acute emergency, such as a major war, which is enforceable 
upon all citizens. However, lacking an emergency of a grave nature, it has 
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been quite well established that the Congress may not enact legislation for the 
purpose of regulating intrastate businesses. 

Barbering and beauty culture are perfect types of strictly intrastate businesses. 

The desire of our practitioners to be exempted from OPS ceiling provisions 
persuades us to explore the possibility before this committee that our profes- 
sions may be exempted from ceilings on prices and wages through a clarifying 
amendment to the law, because we are in no way involved in interstate com- 
merce. We are exempt from the provisions of the wage-and-hour law. Outside 
of the District of Columbia we are not subject to the provisions of the Labor 
Management Relations Act of 1947. 

It is not logical that we at one and the same time are refused the benefits of 
the Federal legislation referred to, but must nevertheless come under regulation 
by OPS. Reason and fairness should convince the members of the committee 
that, as purely local intrastate businesses which have no impact on the national 
defense effort and which have no effect on the forces which govern the cost of 
living, we should be exempted. 


STATUTES CONFLICTING WITH OPS INTERPRETATIONS, SECTION 402 (D) (2) DEFENSE 
PRODUCTION ACT 


In some 15 States there exist at the present time what are commonly re- 
ferred to as minimum price laws for barbers, and in one State, Louisiana, there 
exists a minimum price law for beauticians. Barbers’ and beauticians’ minimum 
price laws provide that the boards of examiners for the two professions are 
empowered to investigate the economic needs of the members of the profes- 
sions, and may, under certain circumstances, set up schedules of minimum 
prices below which no prices may be charged by any members of the professions 
in specified geographical locations. It is our contention that in these 15 States 
OPS Interpretation No. 37 to GCPR is in conflict with State legislation, and 
that OPS erred when it failed to exempt barber and beautician practitioners 
in these 15 States. 

We cite paragraph 402 (d) (2) of the Defense Production Act for the basis 
of our contention. The paragraph provides that “no action shall be taken under 
authority of this title with respect to * * * compensation which is incon- 
sistent with the provisions * * * of * * * law * * * of any 
State. * °* *” 

We believe that it is within the authority of the boards of examiners in the 
indicated 15 States to set up new minimum price schedules and nullify the fixing 
of ceiling prices attempted by OPS under its Interpretation No. 37 to GCPR. 

The importance of our reference to State laws which provide for lawful 
schedules of minimum prices is not emphasized on the question of the legality 
of ceiling price and wage regulations by OPS. What we do emphasize is that 
15 State legislatures have passed valid laws under which minimum prices may 
be scheduled and which must be at least minimum prices by all members of 
the professions in the area designated by the boards’ orders, It should be 
persuasive to the members of this committee that the actions of 15 State legis- 
latures were taken to protect barbers, and in one State to protect beauticians, 
from ruinous low prices, and the State legislatures recognized that keen com- 
petition in barbering and beauty culture, because of a normal abundance of prac- 
titioners, is an economic force that acts to bring about unsatisfactory substand- 
ard prices for barber and beauty culture services, rather than inflationary high 
prices. 

We contend that passage of State minimum price laws which act as a safe floor 
for the economy of barbers and beauticians is an acceptable reason for this 
committee to amend the DPA to exempt barbering and beauty culture services 
from price and wage ceiling provisions. 

State minimum price laws are a helping hand to barbers and beauticians to 
elevate their living standards, and their purpose is directly contrary to the 
results expected from OPS regulations to apply ceilings which restrict the 
economic progress of barbers and beauticians. 

Barbers and beauticians need these helping hands—from the States, from the 
United States Congress, and just now from this committee. 
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REACTIONS FROM ISSUANCE OF CEILING PRICE REGULATION NO. 34 BY OPS WILL ACT 
TO PROMOTE CHAOTIC CONDITIONS AMONG BARBER AND BEAUTY SHOPS. BARBER 
AND BEAUTY CULTURE SERVICES SHOULD BE EXEMPTED FROM CEILINGS ON PRICES 
AND WAGES IN ORDER THAT CEILING PRICE REGULATION NO. 34 WILL NOT APPLY TO 
THEM AND THUS SPARE THE PROFESSIONS FROM SERIOUS ECONOMIC DISORGANIZA- 
TION 


Ceiling Price Regulation No. 34 directs barber and beauty shop owners to file 
statements with OPS listing the charges for all services dispensed in their places 
of business, the list to be compiled in accordance-with the provisions of the Gen- 
eral Ceiling Price Regulation, basing charges on the highest prices charged for 
each service during the base period, December 19, 1950, to January 25, 1951. 
Also Ceiling Price Regulation No. 34 directs each shop owner to prepare a sign 
or poster on which he is to list his ceiling prices and which he is to display in a 
prominent place in his shop. 

For all of the years that I have been identified with barbering and beauty 
culture the two professions have battled to establish an ethical understanding 
among their members that they were not to post their prices, and particular 
emphasis was exerted to persuade barbers and beauticians not to advertise 
prices so that they could be viewed by prospective patrons from outside of the 
shops. 

Displaying huge posters and hanging large colored banners with cheap hair- 
cut prices displayed thereon has been and still is a favorite trick of chronic 
cut-raters. In one way or another the progressive influences in the profession 
have made considerable progress in reducing the extent of these aggravating 
and damaging practices, and today we are not plagued so much from this odious 
custom. 

Directives from OPS under Ceiling Price Regulation No. 34 for barbers and 
beauticians to file and post service charges will be grasped by the cut-rate ele- 
ments among barbers particularly as a new invitation to return to their ruinous 
cut-price activities. This is the sowing of the seeds of barber price wars which 
sweep the members of the profession into the economic gutter of poverty. 
Barbers and beauticians have no monopoly on the technique. Gasoline-filling 
stations, cleaners and dyers, shoe-repair shops, and almost all small businesses 
have been afflicted and have suffered from price-cutting wars. ° 

We refuse to believe that the Members of the Congress, the national administra- 
tion, or any of the officials whose duties are to administer the OPS actually favor 
the effectuating of a rule or law which portends for a certainty the ruination, 
economically, of segments of the businesses of barbering and beauty culture, and 
which certainly poses a fearful possibility that the bulk of the barber business, 
particularly, may be forced to greatly reduce its hard-won standards of living. 
Yet, the requirement to post ceiling prices prominently in our shops is perhaps 
the one action which will most surely cut our economic foundations from 
under us, 

Because of this requirement you and we may expect to observe huge banners 
hanging across shop fronts, on which are letters 2 or 3 feet high, announcing to 
the public: “OPS Ceiling Haircut Price—50 Cents.” 

Ceiling Price Regulation No. 34 explains that a shop owner may post cheaper 
prices but may not post a price higher than that permitted under the base-period 
formula, The chronic cut-rater is actually encouraged to lower his prices and 
is instructed to advertise them for the public to see. 

Ceiling Price Regulation 34 is a devastating blow to barbers and beauticians 
who have fought long and against great odds to raise their heads out of the 
economic mire. We see our improved living standards in grave jeopardy because 
of what we must believe to be failure by OPS to count the cost of adverse results 
from Ceiling Price Regulation 34. 

Our highest service prices are not too high now. The very nature of our busi- 
nesses and their factors of competition are an assurance that our prices will 
never be too high. To save us from demoralization and from descending once 
more to Skid Row standards of living, we beseech you to incorporate in the bill 
to amend and extend DPA language that will exempt barber and beauty-culture 
services from ceiling prices and wages by creating section 702 (f) of the act to 
define the word “services” with the proviso that it shal! not include “personal 
services not rendered in connection with processing, storing, distribution, or 
selling of any commodity.” 
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APPENDIX 


Quoted below is section 18, Ceiling Price Regulation 34, dated May 11, 1951, as 
issued by the Office of Price Stabilization : 

“Seo. 18. Records; filings of statements; posting. You must comply with the 
following provisions for keeping price records and for filing statements of your 
ceiling prices: 

“(a) Records. Preserve for examination by Office of Price Stabilization all 
records regarding your prices, rates, or pricing methods for services supplied or 
offered for supply during the base period (or such other period as is specified as 
your base period) and thereafter. 

“(b) Filings of statement. (1) Prepare and keep for examination, by any 
person during ordinary business hours, a statement of your ceiling prices, rates, 
or pricing methods for purchasers of each class together with an adequate de- 
seription of each such service. 

“(i) If you have in any case taken the ceiling price of your closest competitor 
for any service as your ceiling price, indicate on the statement in every such 
case the service, the ceiling price, and your closest competitor’s name and address. 

“(jii) If your ceiling prices are based upon a flat rate manual or similar pricing 
manual or parts catalog or list, you may (instead of appending it to the state- 
ment) clearly identify on the statement such manual, parts catalog, or list by 
name, edition number, and date, indicating the instances in which it was not your 
practice in the base period to follow it. 

“(2) File a duplicate of your statement with the appropriate Office of Price 
Stabilization district office. You may request, if you wish, that the part of your 
statement insofar as it applies to nonretail services which you sell be treated as 
confidential and not subject to public disclosure. Such part of your statement 
as shall be so treated will then be withheld from public inspection unless the 
withholding of the information it contains would be contrary to the purposes of 
this regulation. You may also withhold from public inspection such part of your 
statement, insofar as it applied to nonretail services which you sell. 

“(3) You must prepare and file such duplicate statement within 30 days of the 
date that your ceiling price for a service is first established by this regulation. 
If you have previously prepared and preserved a statement of your ceiling prices 
under the General Ceiling Price Regulation and its amendments, and your ceiling 
prices have not changed under this regulation, you must prepare and file such 
duplicate copy of such statement under this regulation. 

“(c) Supplements. You must also prepare and keep available appropriate 
supplements of your statements, and you must file a duplicate copy of each such 
supplement with the appropriate Office of Price Stabilization district office, within 
10 days after you have delivered any new service or after any change in your 
selling price is authorized by Office of Price Stabilization. 

“(d) Signature. These statements and all supplements thereto must be signed 
by you or your authorized agent. 

“(e) Eaeception. If you can show that the requirements of this section subject 
you to unusual hardship, you may apply to the Director of Price Stabilization, 
Washington, D. C., for written authorization to depart from these requirements. 
Such authorization will be given only if it will not be inconsistent with the 
purposes of this regulation.” 

“(f) Posting. (1) Office of Price Stabilization may require you to post your 
ceiling prices for any service which you sell at retail whenever it is deemed 
necessary to the effective enforcement of this regulation. 

(2) If, however, you operate a service establishment making sales at retail, 
you must, not later than 30 days after date that your ceiling price for a service 
is first established by this regulation, post your ceiling prices in a prominent or 
clearly visible position in your establishment.” 

The preceding 12 paragraphs are a directive to the small-shop owner on his 
course of procedure under price-ceiling regulations. The small one-, two-, or 
three-chair barber- or beauty-shop operator, is already overburdened with keep- 
ing books for social-security withholding taxes, income taxes, sales taxes, and 
trying to keep records of his receipts and expenses. How in the name of Heaven 
is he now to find time to work at his chair with the OPS obligating him to do 
the voluminous paper work of keeping records, filing reports, posting, ete.? The 
small-shop owners need congressional friends who will act to exempt them from 
price ceilings and spare them from the provisions in section 18 of Ceiling Price 
Regulation 34. 
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(At the request of the staff of the committee, the following informa- 
tion was later supplied for the record by the Office of Price Stabiliza- 
tion :) 


MEMORANDUM 





Under section 302 (c) of the Emergency Price Control Act of 1942, services 
were subject to price control if they were rendered in connection with the proces- 
sing, distribution, storage, installation, repair,.or negotiation of purchases or 
sales of a commodity, or in connection with the operation of any service estab- 
lishment for the servicing of a commodity. Section 402 (b) (1) of the Defense 
Production Act of 1950, on the. other hand, subjects all services to price control, 
except that section 402 (e) (ii) exempts rates or fees for professional services. 
In short, under the Emergency Price Control Act of 1942, services not involving 
commodities were not covered, whereas the coverage of the present act is broader. 

As a result of section 302 (c) of the Emergency Price Control Act, Office of 
Price Administration was required to exempt from price control a large number 
of services not connected with commodities but which nevertheless had a con- 
siderable impact on the cost of living. The Defense Production Act, however, 
makes these services subject to price control. There follows a partial list of 
services which were omitted from control by the Emergency Price Control Act 
of 1942, but are covered by the Defense Production Act of 1950 and controlled by 
the Office of Price Stabilization: 


we es 













Amusement parks Embalming services 

Animals, boading, rental, ete. Employment agencies’ services 
Appraisal services Golf courses 
Bank charges for checking accounts Race tracks ‘ 
Baseball parks Skating rinks 

Barber services Stenographiec services (public) 

Beauticians’ services Swimming pools 
Check-cashing services Title guaranty, searching, abstracting ; 
Collection bureaus and surveying ¢ 
Credit-information services Tourist agencies and travel bureaus Be 
Detective agencies Tree-surgeon service 2 


Exterminating and disinfecting services 


(The Office of Price Stabilization also supplied the following state- 
ment for the record :) 


pare 


With respect to the testimony of the barbering and beauty-parlor trades before 
Congress, the following information is of interest. As of December 1950, the 
last date for which there are complete figures for the service trades and the 
Consumers’ Price or cost-of-living index, the cost-of-living index stood at 178.8 
percent or a 78.8 percent increase over the 1935 to 1939 base, which is treated 
as 100 percent. The general increase for “Miscellaneous goods and services,” 
the categories in which services are classified, stood at 162 percent. The price 
of men’s haircuts at that time stood at 231.8 percent; the index for beauty- 
shop service stood at 189.7 percent. 

It can be seen from the foregoing figures that barbering and beauty-shop 
services’ prices have increased far in excess of the general increase in prices 
in the service trades and in excess of the increase in the cost of living. Thus, 
by no stretch of the imgination can it be said that the rise in the cost of living 
subjects them to particular hardship, since they have recouped that and con- 
siderably more. Further, the figures indicate that the inflationary pressures in 
those fields exceed the pressures in the Nation generally, and if anything control 
over them is as necessary, if not more so, than for the other factors which 
enter into the cost-of-living index. 

Table A indicates the percentage increase of prices for haircuts and beauty- 
parlor services as compared to all items and food items. 

Table B shows the amount of dollar receipts by the barber-beauty-shop in- 
dustry. 
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TABLE A.—Consumers’ price index for moderate-income families 





1935-39 aver- | a 1K 108 Percent in- 
age Dec. 15, 1950 crease 


| Percent Percent 
Ne se i PE al ek we cumcues | 100 | 178.8 
Food only 100 | 216.3 | 
Men’s haircuts only - - FS A ek Pe 100 | 231 | 
Beauty shop services only Fre Pen he | 100 189.7 





Source: Bureau of Labor Statistics. 


‘TABLE B.—1948 census of business 








Number of | 
establish- | 
ments | 


Receipts, 
1948 





| 
ice tia al nuns ai pais 91,993 | $404, 441,000 
te ects la adda ce anoaas saduecne aon busensweaen= said 74,497 | 417,570,000 
Combination-barber and beauty shops 2, 591 | 22, 987, 000 


844, 998, 000 








Source: Bureau of the Census. 


The Cuatrman. I want to place in the record a letter from the 
Department of Justice which sets forth, for the benefit of the Sen- 
ators, clearly the various questions that have been raised here. I do 
not believe, nor does Senator Bricker believe, it will be necessary to 
have the Justice Department come down here. 

(The letter referred to will be found on p. 780.) 

The Cuarman. Another thing I want the record to show is that 
we agreed this morning to end these hearings Thusrday, June 7, 
and move the Friday witnesses up throughout the week so that we 
could have the hearings printed when we start to mark the bill up 
the following Monday. If we had waited until Friday, with the 
Printing Office closed over the week end, we would not have the hear- 
ings, which would delay the start of the bill probably to Tuesday or 
Wednesday of the following week. That has been agreed on unani- 
mously by those present. 

I understand Mr. Freiberg has not arrived as yet. We will have 
to put him over until tomorrow morning, when we will start the 
hearing at 10 o’clock. 

(Whereupon, at 12:30 p. m., the hearing was recessed, to recon- 
vene at 10 a. m., the followtne day, Friday, June 1, 1951.) 
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FRIDAY, JUNE 1, 1951 


Untrep States SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 


The committee met, pursuant to recess, at 10 a. m., in room 301, 
Senate Office Building, Senator Burnet R. Maybank (chairman) 
presiding. . 

Present : Senators Maybank, Frear, Bricker, and Schoeppel. 

The Cuarrman. The meeting will come to order. 

Without objection, I will place in the record a telegram from F. B. 
Baker, vice president of the Pullman-Standard Car Manufacturing 
Co., to Mr. C W. Wright, of the American Railway Car Institute, 
dated May 28, 1951. 

It states that the situation continues to get worse in the allocation of 
steel for freight cars. 

(The copy of the telegram follows :) 

May 28, 1951. 
©. W. Wrienut, 
American Railway Car Institute: 


Since placing our purchase orders for third-quarter steel as directed by NPA, 
we believe that sufficient time has expired for the steel companies to tell us 
what tonnages we are to receive for July at least. This morning we find that 
some of the steel companies are unable to give any information other than that 
their mills are filled up and that undoubtedly our orders could not be included 
in July schedules. The same will be the case for August and September. The 
customary set-aside for freight cars has been discontinued by the mills in defer- 
ence to regulation No. 1 and the principle of first in first served, is interfer- 
ing with a proper distribution of the needed commodities. On returns received 
thus far covering July steel we will not build any cars at all in September at 
Michigan City, and Butler. We are not yet ready to say what our situation 
will be as Bessemer. 

F. B. BAKeEr, 
Vice President, Pullman-Standard Car Manufacturing Co. 


The Cnatrman. The RFC statement is here for the press if they 
want it. 

Mr. Freiberg, I understand you wanted to file a statement. Will 
you come up and give us your statement, sir? 


STATEMENT OF L. A. FREIBERG, EXECUTIVE SECRETARY, 
NATIONAL HAIRDRESSERS AND COSMETOLOGISTS ASSOCIATION, 
INC. 


Mr. Freteerc. This will be a very short statement. 

The Cuatrman. Thank you, because we have a lot of witnesses. 
However, we want you to take all the time you feel necessary. 

Mr. Frerpera. I represent the National Hairdressers and Cos- 
metologists Association. 
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The Cuarrman. Without objection, your complete statement will be 
made a part of the record. 

Mr. Freimerc. I would like, Senator to point out that the position 
which our association has taken with respect to the imposition of 
price controls on personal services is the same as has been offered here 
in a statement yesterday, which is a very complete and worth-while 
statement. 

We take the position that the Congress in the enactment of the 1950 
Defense Production Act did not imtend that services rendered in 
beauty salons should be subject to price controls. Those same serv- 
ices, under the OPA Act of 1942, were specifically exempted, and we 
have the feeling that the Congress intended in the current law to 
likewise exempt it. 

On Tuesday of this week I had the opportunity of appearing be- 
fore the House committee, and I was assured by two of the ranking 
members there, minority and majority, that they did not intend, and 
that committee did not intend that beauty salon services be covered 
by price controls. They were very much surprised that we had been 
included by the Office of Price Stabilization, and we are led to believe 
that some corrective action will be taken. We appealed to this com- 
mittee for similar action, since there is no justification, economically 
or any other way, that we can see for the imposition of price controls 
on beauty salon services. 

The CHarrman. We appreciate your point of view. A gentleman 
was here representing the barbers yesterday. 

Mr. Fremerc. Yes; Mr. MacDuffee made a very adequate state- 
ment. 

The Cuarrman. Mr. McKenna, did you get the list’ of those who 
are exempted ? 

Mr. McKenna. They are compiling that at the OPS, sir. 

(The list will be found on p. 2050.) 

Mr. Fremerc. The statement that has been made is as complete as 
we want, and unless there are questions I have nothing further to 
state at this time. 

The CHarrMan. I appreciate your brevity. 

I have no questions, because only yesterday I asked the witness pre- 
vious to you, who represented the barbers, some questions, and it was 
determined that we would get from the OPS who would come in the 
same category this time as came in that category in 1942. 

Thank you. 
(The prepared statement of Mr. Freiberg follows:) 


STAEMENT OF L. A. FREIBERG, EXECUTIVE SECRETARY, NATIONAL HAIRDRESSERS 
AND COSMETOLOGISTS ASSOCIATION, INC. 


This statement is offered on behalf of the National Hairdressers and Cos- 
metologists Association, a professional association with a membership of ap- 
proximately 25,000 owners and assistants in beauty salons. It is our consid- 
ered opinion that the imposition of price controls on the services offered to our 
clientele is unnecessary, discriminatory and not warranted by conditions now 
existing or foreseeable in the future. 

We feel that the inclusion of beauty salons in the category of services presently 
covered by price controls, represents either a lack of understanding on the part 
of the Office of Price Stabilization or else an utter disregard of the facts as they 
apply to the services we render. The current Defense Production Act specifi- 
cally exempts “professional services” from the application of price controls. The 
act itself contains no specific definition of “profession” and the Office of Price 
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Stabilization has by interpretation excluded the practice of hairdressing and 
cosmetology from the “professional services” classification. 

The personal services rendered in beauty salons were not covered by price 
controls during World War II, being specifically exempted in the Price Control 
Act of 1942. It seems clear to us that in its consideration, during 1950, of the 
present Defense Production Act, the Congress planned to follow, as far as pos- 
sible, the wording and provisions of the 1942 Price Control Act, insofar as ap- 
plying the controls. (Note 8. Rept. 2250 on Defense Production Act, p. 7, subsec. 
402 (f), 8lst Cong., and the remarks of Hon. Brent Spence, Congressional 
Record, August 9, 1950, p. 12314.) Notwithstanding, the Office of Price Stabil- 
ization, by fiat, and without specific congressional authority, has decided that 
we do not fit within the “professional” category and has ruled that we must 
be subject to price control. 

An examination of the situation will clearly indicate that our service is pro- 
fessional. We are outlining very briefly a few of the elements which definitely 
entitle us to be included in the category of professional services. 

I. Educational requirements.—In 46 States, the District of Columbia, and the 
Territories of Hawaii and Puerto Rico, advanced technical courses of study 
(after meeting the requirements of regular schooling) are required. These ad- 
vanced training courses range from 1,000 hours to 2,500, differing in the various 
States, according to the statutes governing the practice of hairdressing and 
cosmetology. 

II. State eraminations.—Following the completion of the required courses of 
study, the prospective practitioner is required to pass a qualifying examination, 
given under the jurisdiction of the proper agency of the State government. 

III. Continuous supervision.—After having successfully proved his fitness to 
practice as outlined in I and II above, the practitioner remains under the juris- 
diction of the State board and is subject to requirements for proving his con- 
tinued fitness to practice, under penalty of revocation of license. 

This procedure is similar in operation to the requirements and practice of 
other professions regulated and governed by the laws of the various States. 
Also, as in other professions, there are postgraduate studies, professional clinics, 
brush-up courses, and other facilities for keeping abreast of the latest develop- 
ments in techniques, equipment, chemicals, and other materials required in the 
practice of hairdressing and cosmetology. There are presently in operation 
several hundred schools offering exclusively to licensed, practicing hairdressers 
the opportunity for advanced education. 

Moreover, the relationship between the practitioner and the client is com- 
pletely personal. There must be a complete understanding as to the needs of 
the client and the advice of the cosmetologist is of the greatest importance in 
the complete satisfaction of the patron. Indeed, every aspect of professional 
practice enters into the service rendered to the client. 

All of the facts mentioned above clearly establish that the practice of hair- 
dressing and cosmetology is indeed professional, and as such should net be 
subject to price controls. 

Further, there is no need for the application of price control on beauty salon 
services, with relation to the effect on the cost of living. The profession is highly 
competitive and without price regulation, there has been no run-away of price 
increases. As a matter of fact, the prices charged for beauty salon service 
is today, on the average, no higher than it was before the Korean trouble began. 
Statistical information furnished by the United States Bureau of Census shows 
that the earnings of hairdressers and cosmetologists, both employers and em- 
ployed, are very low and have not increased in proportion to profits and earn- 
ings of other segments of the population. 

It may be true that a minute proportion of salons have increased their charges 
for service somewhat higher than may be justified by the increased cost of 
operation. However, these few and isolated cases are not justification for the 
imposition of controls on the great majority of practitioners. 

Also, there is no present shortage of manpower and facilities necessary to 
render all of the beauty services needed, nor is there any reason to anticipate 
such shortages. Thus, our fees will in no way affect the general economy of 
the Nation. 

Again, the present situation does not warrant the Federal Government stretch- 
ing down into the local community to cover a purely intrastate practice. The 
Federal Government has exempted purely intrastate business under the Fair 
Labor Standards Act. In administering the Federal wage and hour law, there 
has been no application of same to our profession. 
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Ours is a “small business” in every sense of the word. There are approxi- 
mately 125,000 beauty salons in the United States with a total work population 
of about 400,000 persons, including the employers, 99 percent of whom actually 
perform the services in the salons. It is estimated that upward of 95 percent 
of all persons practicing today are women. This is one of the very few voca 
tions which offers such an opportunity to the women of the Nation. Since our 
establishments are so small, we have neither the time, personnel, nor the mone, 
to prepare, maintain, post and submit the voluminous records required by the 
regulations of the Office of Price Stabilization. This would be an expensive and 
onerous burden on our practitioners and one which would make extremel) 
difficult if not impossible, the observanee and enforcement of the law and its 
rules and regulations. 

We earnestly urge that section 702 of the Defense Production Act be amended 
to provide a definition of the word “services” so that there would be exempted 
“nersonal services not rendered in connection with any commodity.” 


CONCLUSIONS 


We believe that we should not be subject to the imposition of price controls 
for the following reasons: 

1. The practice of hairdressing and cosmetology is professional, and as such, 
should be exempt. 

2. There has been no run-away price situation and the highly competitiv: 
character of the profession makes such a condition extremely unlikely. 

3. The prices charged for beauty saiou services have no effect on the genera! 
economy of the country and do not contribute to any inflationary situation 
since our services are not cost-of-living items. 

4. The intent of the Congress was to exempt our services from the imposition 
of price controls. 


5. There will be no impediment to the defense effort as a result of exempt- 
ing our profession from price control, since the facilities and manpower needed 
will not be increased by the exemption from price control. 

6. The “small business” characteristics of our practice would be severely 
burdened by the imposition of price control and the attendant record keeping 
and other requirements of the Office of Price Stabilization. 

7. We do not feel there is any need of and justification for Federal Govern 
ment interference with and regulation of our purely intrastate practice. 

&. We strongly protest what seems to us to be, in view of the character, needs 
and the absence of any effect on the economy, controls for the sake of control. 

The CHatrmMan. The next witness is Mr. Steinkraus, chairman of 
the executive committee of the Chamber of Commerce of the United 
States. 

Will you come up, sir, and proceed in your own way? 

Is this the same statement you made before the House committee ’ 


STATEMENT OF HERMAN W. STEINKRAUS, CHAIRMAN OF THE 
EXECUTIVE COMMITTEE OF THE UNITED STATES CHAMBER OF 
COMMERCE, ACCOMPANIED BY DR. EMERSON P. SCHMIDT, CHIEF 
ECONOMIST 


Mr. Srernxravs. I am going to summarize it, Mr. Chairman. 

The Cuairman. For the record, this is the same? 

Mr. Sreryxravus. Yes; we would like to have permission to file the 
document without reading it. 

The Cuamman. Without objection, the document will be filed, and 
you may detail it as you desire, sir. 

Mr. Srernxravus. My name is Herman W. Steinkraus, I am chair 
man of the executive committee of the Chamber of Commerce of the 
United States, and president of the Bridgeport Brass Co., of Bridge 
port, Conn. 

I come before you today to discuss S. 1397 and the Defense Produc- 
tion Act of 1950 which it would amend. 
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Mr. Chairman, before discussing our organization’s viewpoint on 
this, I would like to comment upon a statement made before your com- 
mittee by Mr. Carey of the CIO a couple of days ago. 

This august body has given at least an insinuation that the mem- 
bers of the Chamber of Commerce organization had in some way been 
in collusion with labor to put across a deal on wages and prices, and 

srofits, and I think it only proper 

The Cuatrman. I thought he mentioned some firm. I don’t re- 
member all of his testimony, btu I thought he had mentioned some 
firm. Did he say it was the Chamber of Commerce? ¢ 

Mr. Sternxravs. I have the official release of the CIO, which says 
that they charge the National Association of Manufacturers and the 
United States Chamber of Commerce with a— 





«mplete irresponsibility, and a narrow greed that could wholly wreck our 
defense program if their ideas were adopted, 


and then he goes on to say— 
Implicit in this big business proposal was— 


so and so, 

The Cuarrman. I just brought that up, because, as I understood 
it, he talked about some electrical union that got a raise in pay pro- 
vided labor would work to get a raise in prices. That was the spe- 
cific statement he made, as I ‘remember it. 

I think Senator Moody, or Senator Douglas, brought the question 
out. 

You go ahead and comment. 

Mr, Sremnxravs. Mr. Chairman, all we would like to do is to be 
on record that there is absolutely not a word of truth in any such 
insinuation that we have been in collusion with anybody, whether 
labor or others, to defeat any purposes, or to gouge the public. 

Mr. Chairman, our organization, as you know, represents on a na- 
tional basis the 3,100 chambers of commerce and trade associations of 
the country, and they have given most serious consideration to sound- 
ing out the viewpoint of American business on how best to handle the 
defense program. 

[ have had enough experience with our organization to know that 
they are most sincerely anxious to cooperate in every way with our 
Government in order to accomplish the most effective methods of pro- 
moting the defense program, and still maintaining our American 
economy on a strong basis. 

We admit we are very much concerned about the present situation, 
because we must do a good defense job, we must check inflation, and 
we must keep our economy strong. 

We recognize the great disagreement there is on the methods of 
checking inflation. Many of us have been through the experience 
of World War II. We have the impression that the defense program, 
as at present, is not exactly parallel to World War IT, because in that 
period we allocated more than 40 percent of the total output of the 
United States to military purposes, whereas, according to information 
we have at the end of this year the rate of Government expenditures 
for military purposes would be somewhere between $50 billion and 
$55 billion, or about 18 percent of the total output of our economy. 
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Senator Bricker. Of course, that would vary from material to 
material, as to the proportion that would be taken for the nationa| 
defense program. 

Mr. Srerngravs. Yes. 

Senator Bricker. In strategic materials, it would be much higher 
than that. 

Mr. Sremnxravs. Yes. 

Senator Bricker. Do you have any definite figure from the Gov- 
ernment, or from your own sources of information, as to how much 
steel will be allocated by the end of this year for national defense 
purposes ¢ 

Mr. Srernxkraus. Senator Bricker, Dr. Schmidt, our chief econo- 
mist, is with me, and I would like to ask him whether we have that 
figure. 

Dr. Scumipr. The steel people don’t know the answer yet. 

Senator Bricker. I have been trying to find the answer. 

Dr. Scumipr. It is likely to be 50 percent or more by the end of 
the year. 

The Cuarman. I might only say this: that I am not at liberty to 
call the names of the officials, but I understand, as you say, the steel 
people themselves don’t know because the thing seems to get worse 
ach day. That is the reason I put that statement in there about the 
freight car situation. I understand it is far worse than the public 
has been led to believe. 

I am talking only about steel; I know there is a surplus in soft 
goods, television, radios, and textiles, but when you get right down to 
steel, they made a severe cut on farm machinery, for instance, in 
what was to be allotted, and there is quite some confusion. 

They want additional allotments, of course. The Grange have told 
me they are quite concerned about it. 

Now, the railroad people—I understand, several of these com- 
panies that are supposed to build these cars, really for defense pur- 
poses, owing to the movement of necessary materials, will not even 
be able to operate unless there is a material increase in allocation. 

As Senator Bricker says, this thing is going to vary to such an 
extent that I don’t believe we can even get the details from the Defense 
Department. I don’t think they even know, and I say that without 
criticism. It is just that it piles up. 

I am not talking about national defense only, because when you 
are just talking about military spending, that is one thing. We know 
what that is going to be. When you add on farm machinery, rail- 
road cars, and these various segments of the economy that are tied in 
with the defense program, the defense program wouldn’t be much 
good unless it had the railroad cars, and so forth. It is going to be 
pretty steep on aluminum, copper, steel, and so forth, I fear. 

I didn’t mean to interrupt you, but I wanted to get that in the 
record. 

Mr. Sternxravs. Senator, I think we recognize it impinges upon 
different industries in different ways. I happen to be in the copper 
and brass industry, and in the last war we went 100 percent to war. 


industry, although I understand that by July first a very substantial 
increase in the percentage of our industry will go into the picture, but 
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At the present time that type of impact has not been felt in our 
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I think in the broad picture, the American public, at least so far, has 
not been given to understand that this defense program is of the 
magnitude of World War II. 

The CHamman. Oh, I didn’t mean to infer that, sir. I just cited 
certain critical materials, on top of an economy far different from 
1942 also. We had unemployment then, we had surplus cotton in 
warehouses. I use that as an example, w hereas now you are starting 
without the backlogs of raw materials that you had then. 

Mr. Srernxravs. What this may lead to, Mr. Chairman and gentle- 
men, is unforeseeable at the present time, and I believe that if the 
Defense Production Act, as it may be revised, would try to encompass 
the degree to which we might be involved, we might be hastening 
very strict actions upon the public at a much faster rate than the oc- 
casion requires, and thereby stifle our economy, and weakening us 
quicker than the absolute needs of the occasion might require such a 
regimentation of the American economy. 

Our method of : attaining decisions on policy is either by referendum 
of the 3,100 chambers and trade associations, or by annual conferences. 
In the early part of this month we had our annual convention here, 
and the matter of the Defense Production Act, and the proposals 
which American business felt should be taken in connection with it, 
were thoroughly discussed, and while we have the greatest sympathy 
with the difficulty of the present problem, businessmen represented by 
our organization believe that in the long run, price and wage controls 
are not the way to keep our economy strong, and to avoid inflation, 
but that indirect measures are the proper way. 

It is self-evident that one of the first things we need in a defense 
program is maximum production. Controls of prices and wages are 
absolutely the eee to obtaining maximum production. 

Only this morning I received a letter from a Congressman who sent 
this in from his mail, who comes from my own State of Connecticut, 
from the Ellsworth Steel & Supply Co., and they ask the Congress- 
man for advice, and say— 

We were surprised today to receive a telegram from the New England Carbide & 
Tool Co., from which we buy carbide tools; this telegram apparently has some- 
thing to do with new ceiling prices on tools of the quality they make, and this 
happens to be excéptional quality. 

Now, if there is anything essential to the war program it certainly is carbide 
tools. If this is affecting them, in this way it will no doubt other manfacturers 
in the same line. Apparently they are going out of business in preference to mak- 
ing them, or going of this particular lathe tool business. It might be well to look 
into this to see just what is happening. 

The following is a copy of the telegram we received dated May 24: 

“Sorry to announce as of close of business May 23 we will no longer manu- 
facture standard carbide lathe tools. We can’t produce these high quality tools 
under new ceiling regulations without large losses. All our orders now in process 
will be completed. Our present existing stock offered subject to prior sale at 
our present list prices and discounts. All other catalog items are available at the 
same prices and terms and discounts as previously. We anticipate no roll-back 
in prices on these other items.” 

We won't read the balance of it, but here is a small—— 

The Cuatrman. Do you want the balance of it made a part of the 
record ? 

Mr. Sternxravs. I would be glad to, Mr. Chairman. 

The Cuairman. You say that is a war product; very essential ? 

Mr. Srernxravs. Yes. 

The Cuarrman. Made in your State? 
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Mr. Sremnxravs. Yes. 
The Cuarman. And price ceilings prohibit the manufacturer from 
continuing to manufacture ? 

Mr. Srernxravs. I offer it only as a small indication, that happened 
to come in to me this morning, that maximum production is not ob- 
tained under price control. 

The Cuatrman. Now, why would they put a price ceiling like that 
that would shut up a plant like that? I am just curious to know. 

Mr. Srermxravs. Sir, I think the answer to that probably is the 
answer to most price control, a great difficulty in intelligently handling 
the millions of items of manufacture. 

The Cuatmman. The law says that a manufacturer must have a 
fair margin of profit. You are familiar with that section of the law. 
I don’t see how they can legally put a price ceiling on something that 
forces the manufacturer to close up shop. That is the law, is it not? 

Mr. Srernxravs. I suppose so, Senator Maybank. I don’t know the 
details of the answer. 

Senator MayBpank. The May-June level takes care of hardship cases, 
and also takes care of any increase in wages, for instance. 

We had that in the law. 

Mr. Sternxravs. Mr. Chairman, I believe it is just a small example, 
however, of the broad point I am trying to make that maximum pro- 
duction during a war effort is absolutely essential; and that, whether 
rightly or wrongly this concern is stopping the manufacture of their 
product, that in a war period, or a defense program period, Congress 
should do everything they can to encourage maximum production, and 
that the very nature of price controls and wage controls make it very 
difficult to have maximum production, because on the one hand, where 
we need the maximum production, the price control is apt to cause de- 
lays, reconsideration, restudies as to whether or not a company shall 
continue the line or not, and in the field of wage controls, it is almost 
impossible to carry out a wage control program. 

In fact, there are economists who believe that both price and wage 
controls are inflationary rather than deflationary, because government 
moves so slowly that for months in advance the general public is aware 
of the fact that such controls are about to be placed upon it, and so 
the demand for goods is excessive, and the prices rise, and then when 
the final price control is placed upon the goods, the price is apt to be 
frozen at that high level. 

The same thing is true in wages. I happen to be head of a business 
that employs several thousand workers, and during the course of 
World War IT I handled all the labor relations myself. I did the col- 
lective bargaining for our company, with the union. 

We are in New England, as you know, Senator, and in New England 
our wage scales by and large were never the same as they were in 
Detroit. Our situation is very different. We have a very stable sec- 
tion of the country. We have all-year-round employment. We don’t 
have the seasonal factors that some of the middle western industries 
have, and yet during World War II every wage increase that was 
permitted in the Middle West had to be met exactly in our area of the 
country, and the pattern of wages in New England was drastically 
changed through what happened during World War II. ; 
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Today the adjustment period is a very severe one. New England 
industries are moving out of New England parts of their business to 
come into a more favorable competitive situation, because they have 
to bring the raw materials to New England, and ship their goods out, 
and normally before the wage stabilization of World War IT, those 
things were taken into consideration, and year-round employment 
in New England was one of the factors that was weighed. 

I mean to say that wage stabilization is a very difficult thing to carry 
out without freezing it at high wages for the country instead of having 
the genuine collective bargaining between workers and employers 
taking place. 

If the pattern is not followed, it promotes discontent, work stop- 
pages, and strikes. The papers are already indicating that unless 
certain manufacturers grant the maximum that is allowed under 
the present Wage Stabilization Act, employees will walk off the job, 
and that is certainly not going to encourage maximum production. 

I do not wish to take much of the time of this committee, because 
you do have so many witnesses, and we were asked in advance to 
make our presentation brief. 

The Cuarrman. We would prefer in all fairness to the chambers 
of commerce, as to other organizations, that we not cut you short— 
don’t misunderstand that request—but we do have a lot of witnesses 
today, and are trying to get through by next Thursday. 

Mr. STEINKRAUS. We do wish to conform, Mr. Chairman, as much 
as we can. 

Senator Bricker. There is a question I would like to ask at this time. 
I have talked to several Senators about it who do not agree with the 
philosophy of wage and price controls as having any definite, long- 
range effect upon prices. There are some who have said to me, too, 
within the last day, that they would vote to take out title IV of this 
bill were it not for their fear that prices would immediately skyrocket, 
and that would do irreparable damage to private industry in this 
country, and please the advocates—and there are many at large in our 
country, and maybe some have gotten into Congress—who want Gov- 
ernment ownership, especially of heavy industries. 

Do you think that that would be the effect of removing title IV: 
that prices would immediately skyrocket to a higher level / 

Mr. Srernxravs. No; I do not, and our organization does not, Sen- 
ator Bricker. We believe, however, that coincidental with the removal 
of price and wage controls the Congress must take a very strong stand 
on indirect measures. 

The Cuairman. How can we take any stronger stand than we did 
take? We raised taxes—you saw what the House did. I was talking 
to Senator George yesterday, and the bill is not going to be over here 
in any short time. He said he was going to have to hold lengthy hear- 
ings on it. It might be months before we get it. The House voted 
down the additional taxes, as you know. Of course, there were all 
sorts of plans suggested as to how to do these indirect things, but I 
don’t see that any of them so far have appealed to the House who 
already handled the tax bill. 

They talk about projects not necessary to the defense interests— 
[ should imagine that Mr. Wilson and Mr. Johnston are supposed to 
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have looked after the defense interests. They are going to have 
charge of the allocation of these materials. 

I don’t suppose they will allocate steel for the building of bridges 
that are not necessary, or allocate copper for electrical lines that are 
not necessary. 

These indirect things through the allocation of materials, I think 
are going to be more effective than anything. 

Mr. Srermyxravs. I think the allocation will help very much; yes. 

The CuatmrMan. What else can we do? We can’t increase taxes any 
further, they say. 

Mr. Srernxravs. May I comment first on the question of taxes? It 
is within the Congress’ power and ability to act fast on some of these 
indirect measures. 

The Cramman. I am not questioning that. 

Mr. Srernxravs. And I think until the Congress does that, you are 
in a difficult situation, because if we are in an emergency, it does 
require that you slap down the strictest kind of controls, to increase 
taxes, to give us a program of savings. 

The Cuarmman. At the same time, business groups and individuals 
are saying they are being crucified with taxes, they are all going to 
come over here before the Finance Committee, the hearing will be 
extended in order to show the injustice that is being done by taxes 
already. 

Mr. Srernxravs. Mr. Chairman, I think that the Chamber of Com- 
merce could be included in the group that complains, because they 
think that the Government is expending money in different fields 
today which it ought to cut out if this situation is so serious. 

The Cuarrman. In what field ? 

Mr. SreryKravs. I would like to mention the program that we have 
presented to Congress 

The Cuamman. Where is the Government spending money today 
that you believe ought to be cut out? I know there is some waste in 
the Government. 

Mr. Srernxravs. We believe that Government could save $7 billion 
a year by the following method: They ought to cut housing subsidies 
by about $300 million. 

The CHarrman. You mean cut the law that is in effect on the books? 

Mr. Sreryxravs. The amount of money that is available. 

The Cuaimrman. Break the contracts ? 

Mr. Srerynxravs. No, sir. 

The Cuarrman. We reduced the housing in the independent offices 
bill from 135,000 units to 50,000, and they have more contracts under 
the law than what Congress has provided. 

Mr. Srernxravs. The law hasn’t been passed as yet, and I am sim- 
ply trying to say to you 

The CHatrman. It is taken care of through the appropriations. 
The law was passed in 1939, and changed from time to time with dif- 
ferent amendments, the last one in 1949. 

Mr. Sternkravs. I am talking about the appropriation bill. 

The Cuarrman. The appropriation bill has been cut from 135,000 
units that the law stated, by the President, to 75,000, by the House 
Appropriations Committee to 50,000, by the House to 5,000, and back 
to 50,000 in the Senate Subcommittee on Appropriations which the 
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House Appropriations Committee passed. Fifty thousand from 
135,000 is quite a cut to my way of thinking. 

Mr. Sternxravs. Mr. Chairman, I couldn’t discuss with you, with 
your superior knowledge, the details of it, but I think this is true, 
Mr. Chairman. 

The CHarrMan. Everybody says let’s cut this and this, and then 
everybody comes and says, “You cut too much, put it back.” 

You gentlemen at times have advocated projects to the National 
Rivers and Harbors Association, and have sent me telegrams, and 
I have supported them. 

Mr. SrernKravs. Mr. Chairman, I believe that the American people 
would follow any program of very strict economy on the part of the 
Government if this emergency has a program presented to them that 
is direct and clear-cut, and I think today there is considerable vacilla- 
tion. There is uncertainty. 

The Cuatrman. I agree with you on the vaccilation and the un- 
certainty, but I don’t know that we can cut any $7 billion. Suppose 
you cut out all housing; how much would that cut off? 

Mr. Srernxravs. I have other items: health, welfare, and educa- 
tion programs, including now proposals for aid to education and na- 
tional health insurance. We believe it could be cut $1.6 billion. 

Senator Bricker. How much of that is in new proposals ? 

Mr. Scumipr. The socialized medicine is completely new. 

The Cuarrman. I don’t think the Congress is going to pass any 
socialized medicine. I know I for one wouldn’t vote for such a thing. 
It has been brought out before, but has never been passed. I can’t 
speak for the Congress, I can only speak for myself, and say what I 
think the Congress is going to do. 

Mr. Sremxkraus. We think that agricultural aids and subsidies 
should be reduced by at least a billion dollars, and that Public Works 
National Resources programs and highway construction should be 
cut. 

The Cuatrman. I voted to cut out those subsidies; they made $90 
million off the cotton subsidy. 

Mr. SrermKravs. They were lucky in that, Mr. Chairman. The 
Government is not supposed to be going into subsidies for that 
purpose. 

The Cuarrman. I am only stating the fact that the Government 
did get a lot of that back. As I understand the question was asked, 
sir, how could we reduce Government expenditures / 

You go ahead. 

Mr. Srermnxravs. I would not sit here and try to tell you how to do 
that, but our organization has made the study. 

The CHarmman. If you know how to stop inflation in this country, 
I want to know. I am sincere about it. I would not have worked 
so hard on this bill if I had not thought the administration would 
put it in right away. 

Mr. Sternkravs. We made proposals, Mr. Chairman, to the proper 
committees of the Senate and House, and I do not think it is neces- 
sary to burden this committee with a review of it, but certainly we 
believe that Government economies and higher taxes are both 
essential. 
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Senator Bricker. You have got a billion in subsidies, you have 
got that other $1,600,000,000 in welfare, $300,000,000 in housing, and 
what would the remainder of the items be? 

Mr. Srernxravs. I would be very glad to mention them, sir. 

The public works, national resources, and highway construction, 
$1,100,000,000. The fifth one is the proposed spending for economic 
stabilization and promotion of defense production, which is estimated 
at more than four times the World War IT peak, and we think it 
could be cut a billion dollars. 

Senator Bricker. What are those items, particularly. 

Mr. Sretnxravs. I will have to refer to Dr. Schmidt. 

Dr. ScHMIpr. They are defense plants and things of that type, 
which were included during World War II, and there are certain 
requests for defense production that could be cut down somewhat. 

The Cuatrman. Not by a billion dollars. My goodness, the appro- 
priation last year was $600,000,000, and most of that was used to 
stockpile strategic materials—rubber, synthetic plants. 

Senator Bricker. There is a request of course in the amendment 
submitted here for direct Government building of plants, but there 
is none in the present bill except subsidies for strategic materials in 
the submarginal production field. 

The Cuatrman. And it is only about $200,000, and that was all 
used on stockpiling. 

I know these requests have been made, but I am trying to say to 
you gentlemen that Congress is not going to grant these requests. 
There is no use to talk about the farm subsidies, ‘but go ahead. 

Mr. SretnKravs. The final proposed cut is in the foreign aid pro- 
gram, Which totaled more than seven billions in the new budget, and 
which include an unspecified amount of foreign economic aid. We 
believe that could be cut by two billions. 

The : HAIRMAN. I do not intend to vote for any foreign aid pro- 
gram; I did not vote to bring the Marshall plan through the Appro- 
priations Committee last year; I voted on the Senate floor for a cut. 

Mr. SteryKravs. That is the way we believe the economy can be 
kept sound in the face of a heavy defense program, and we do not 
we that price and wage controls will accomplish that purpose. 

Senator Bricker. Do you know how much of that $8,500,000,000 
for foreign aid, how much of that would go for strategic materials 
like steel, cooper and aluminum ? 

Mr. Srernxravs. I do not, sir. 

Senator Bricker. I do not know that it has ever been broken down. 

The CuHarrman. Not to my knowledge. The bill has not come over 
to the Seante for hearing. 

Dr. Scumipr. In the budget message it was not broken down at all. 

Mr. Sremyxravs. Mr. Chair man, I shall not enlarge upon the point 
that we do not believe that wage and price controls are the answer, and 
at our annual meeting our membership unanimously proposed the 
following economic policies to govern the country during this period. 
It is a seven-point program, and it is spelled out on page 7 of the 
prepared document. 

The present program of wage and price controls is at best only a temporary 


expedient. Inflation cannot be controlled effectively without relying mainly 
on indirect controls which strike at the sources of inflation. 
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Every effort should therefore be made to make indirect controls the primary 
weapon against inflation. With proper emphasis on them, Government wage 
and price-fixing should be unnecessary. 

Senator Bricker. I think the most effective controls that have been 
put on at the present time is the program instituted by the Federal 
Reserve Board in refusal to monetize further the debt. If they con- 
tinue that program, I think it will be very effective. I have had 
people say to me, and witnesses have testified to the effect that regu- 
lation X was practically negligible in its impact, because real reduc- 
tion in the building program has come as a result of the Federal 
Reserve program of failure to peg the bonds. Will you give some 
attention to that? 

Mr. SremnKravs. Yes, Mr. Senator, and you will notice that in 
No. 4 we make the point the establishment of fiscal and monetary 
policies which neutralize Federal debt are one of the sources of action 
to eliminate inflation, or in other words an end of the monetization 
of the Federal debt. 

We believe that the exercise of the monetary control by the Federal 
Reserve Board has had a very effective influence upon the present 
situation. There is a slow-down today, the cutting down of credit 
has had a very beneficial effect, and we believe that if in this period 
right now of somewhat of a lull, of even some price cutting, if it 
were possible to come out with a very strong program of taxes, of 
savings programs in the way of some attractive type of bond that 
would drain off some of these savings from the public’s purse and if 
they were made thoroughly aware of the seriousness of the situation 
that this particular period could be taken advantage of right now. 

Senator Bricker. I think there are a lot of people who assume erro- 
neously that the sale of Government bonds to individuals, which 
could of course drain savings, is not inflationary. It is inflationary, 
but it isa delay in inflationary impact, I think, because you ultimately 
will put that money into circulation again, you are bound to, and you 
have to raise the money in taxes to pay ‘the bonds. 

Mr. Srernxravs. That is true, sir, but it temporarily takes the pres- 
sure. It takes pressure off the immediate market. 

Senator Bricker. There is no question about that. 

Mr. Sremnxravs. And that is essential if we are not going to let 
it run away. 

Senator Bricker. If these are put into the banking structure, they 
are immediately inflationary, and multiplied by four, five or six, 
whatever the ratio is. 

Senator Scuogprret. I would like to ask Mr. Steinkraus a question. 

If my memory is correct, I was circularized by your chamber of 
commerce to go all-out for the Marshall- plan aid. Have you folks 
changed your ‘position on that? 

Mr. Srernxravs. No, sir; we believe in Marshall aid, but we do not 
believe it is an indefinite and permanent program. 

Senator Scuorrret. I just want to clarify my own thinking on 
the thing. This was foreign aid? 

Mr. STEINKRAUS. Yes, sir. 

Senator Scuorrre.. Now, it was mentioned it ought to be cut. 

Mr. SrernKraAvs. Yes, sir. I think there is nothing inconsistent in 
that. We gave foreign aid when it was badly needed. Now we are in 
a situation that is pretty critical, and while we want to continue to 
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help our cousins, and our friends, how much we can help them is pretty 
much a question of how much have we got with which to help them, 
and if somebody has got to be cut, everybody has got to be cut. 

Senator Scuorpret. As late as less than a year ago, your organiza- 
tion said take off the brakes, put on the green light, move ahead on it. 

Dr. Scumipr. We have never announced any amount in regard to 
Marshall aid. We endorse the general principles, and we certainly 
feel that now is the time to cut down on Marshall aid. 

Senator Scuorpren. It was when the bill was before the Congress 
that I received calls and letters from your organization. 

Dr. Scumipr. Not as to amount. We did not say step up the 
volume. 

Senator Bricker. Of course what you were looking to was the trade 
of American business with foreign countries, and when you send 
money to foreign countries, and then they use.money to buy Ameri- 
‘an products, you are depleting our own natural resources just as 
much, you are taking it out of the field, out of the mines, out of the 
forests. 

The CHatrman. I do not say the the chamber of commerce did, 
but many trade associations sent me rather rough telegrams because 
I did not vote for the full amount of money. I made some statements 
on the Senate floor, and I would not vote to report the bill in the Ap- 
propriations Committee. I thought the Marshall plan money was 
thrown away, and I still think so. But they are going to sell cotton, 
automobiles, and everything else, and they use the dollars we give over 
in Europe to buy materials in this country, and they have bought so 
much material that some has become scarce. 

Senator Bricker. It is making a serious impact upon our whole 
economy here. If that money is used to build up their own indus- 
tries, utilize their own resources, it has a different effect entirely. ‘They 
did not do that, and now we have a shortage of strategic materials, 
much of which have been shipped abroad with the result that if war 
does come, if it may, this country is going to be up against it in many 
fields of resources. I do not think it is sound reasoning unless you 
limit to practical necessities to advocate the use of American money 
to foreign countries for the buying of American raw materials which 
do deplete our reserves. I am looking at the long pull, now. It might 
have immediate effect upon business, you might sell more stuff abroad, 
there might be an immediate prosperity in this country, but that 
immediate prosperity is eating up our final prosperity. 

Mr. Scumipr. That was not the basis upon which the chamber of 
commerce endorsed the aid program. It was a Communist problem, 
an east-west problem, and it was hoped that Europe would become 
self-supporting. 

Senator Bricker. I received telegrams, and the chairman got them. 

The Cuamman. We shipped loads of lumber to certain European 
countries to rehabilitate them, and they paid more for lumber than 
they were allowed, to sell it to the Americans. 

Senator Bricker. I was in the far West, and I saw what we call 
Japanese squares built up a half a mile on the docks there. Piled 
almost as high as the building, depleting our resources in timber in 
this country, sending them abroad. Ultimately we saw the sad effect 
of it. I think we had better look to the preservation of our natural 
resources against an ultimate need which is likely to come. 
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Mr. StewxKravs. There is no question but what industry in many 
cases has been very short-sighted, and this picture, with the defense 
program we are facing, requires quite a different treatment. My own 
industry happens to be affected by some of the things you mentioned, 
Senator. We had to lay off a couple hundred people ji in January be- 
cause we did not get our allocation of zinc. We find that a very sub- 
stantial amount of zinc was sent to England that month and had to 
be taken from everybody else. 

Senator Bricker. That is exactly what I am driving at. 

Mr. Sremnxravs. We had to lay off a lot of people, and yet we are 
ina defense industry. 

Senator Bricker. If you are going to cause them to use their own 
natural resources, you have one problem, which you might say comes 
from the compassion of the American people, our desire to help the 
underprivileged peoples of the world; but when we deplete ourselves, 
ultimately we are not rendering service to them or to ourselves in 
doing it. I think there is a distinction between the w ay the money is 
utilized that we are sending to other countries. 

Mr. Sremnxravs. I think, Senator, we have to reexamine every- 
thing we have done in the light of our situation compared to a year 
ago. Pre-Korea, we might continue to do some of those things. To- 
day we have superimposed upon this country a tremendous respon- 
sibility that we just do not dare fail on, and we have got to find ways 
of keeping our economy strong, and still doing this defense program, 
and we believe that if we are going to do it, it has got to have maxi- 
mum production, and we have got to protect ourselves in every way 
we can. We have got to stop doing some of the things that are very 
nice to do, but we cannot afford to do now, and we have to to en- 
courage production. We have got to recognize that in a problem of 
this kind, ev erybody is going to be hurt, and it is going to require an 
entirely different kind of approach to it than under normal circum- 
stances, and we very much fear that if price and wage controls be- 
come a part of the Defense Production Act for a period of years, it 
will slow down instead of encourage production, that it will magnify 
the number of disputes between labor and management at a very 
time where we oma to have the most peaceful kind of a situation, 
and I know that is the way it worked in the last war, Mr. Chairman 
and gentlemen. I personally handled the negotiations in our com- 
pany for 10 years, and I know the pressures upon management dur- 
ing a defense picture, of having to do the maximum to avoid work 
stoppages, and threats of strikes. 

Senator Bricker. Of course you had an impetus in the World War 
that you do not have now, either as a result of the refusal to admit 
that this is a war, or because of the propaganda to the American 
public that we are not going to have a war that has lessened the pub- 
lic determination, the patriotic fervor that was here in the World 
War. Now, I think we have either got to recognize that we are in 
war at the present time, and get the American public aroused to the 
necessities of it, and quit this constant propaganda that is going 
through the country, some of which resulted from the Mac Arthur 
hearings, that we are not in a war, that we are not going to get into 
a war, that MacArthur would have gotten us into one but we are going 
to keep out of it. 
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help our cousins, and our friends, how much we can help them is pretty 
much a question of how much have we got with which to help them, 
and if somebody has got to be cut, everybody has got to be cut. _ 

Senator ScHorpret. As late as less than a year ago, your organiza- 
tion said take off the brakes, put on the green light, move ahead on it. 

Dr. Scumipr. We have never announced any amount in regard to 
Marshall aid. We endorse the general principles, and we certainly 
feel that now is the time to cut down on Marshall aid. 

Senator Scuorrren. It was when the bill was before the Congress 
that I received calls and letters from your organization. 

Dr. Scumipr. Not as to amount. We did not say step up the 
volume. 

Senator Bricker. Of course what you were looking to was the trade 
of American business with foreign countries, and when you send 
money to foreign countries, and then they use.money to buy Ameri- 
can products, you are depleting our own natural resources just as 
much, you are taking it out of the field, out of the mines, out of the 
forests. 

The CxHatrman. I do not say the the chamber of commerce did, 
but many trade associations sent me rather rough telegrams because 
I did not vote for the full amount of money. I made some statements 
on the Senate floor, and I would not vote to report the bill in the Ap- 
propriations Committee. I thought the Marshall plan money was 
thrown away, and I still think so. But they are going to sell cotton, 
automobiles, and everything else, and they use the dollars we give over 
in Europe to buy materials in this country, and they have bought so 
much material that some has become scarce. 

Senator Bricker. It is making a serious impact upon our whole 
economy here. If that money is used to build up their own indus- 
tries, utilize their own resources, it has a different effect entirely. They 
did not do that, and now we have a shortage of strategic materials, 
much of which have been shipped abroad with the result that if war 
does come, if it may, this country is going to be up against it in many 
fields of resources. I do not think it is sound reasoning unless you 
limit to practical necessities to advocate the use of American money 
to foreign countries for the buying of American raw materials which 
do deplete our reserves. I am looking at the long pull, now. It might 
have immediate effect upon business, you might sell more stuff abroad, 
there might be an immediate prosperity in this country, but that 
immediate prosperity is eating up our final prosperity. 

Mr. Scumipr. That was not the basis upon which the chamber of 
commerce endorsed the aid program. It was a Communist problem, 
an east-west problem, and it was hoped that Europe would become 
self-supporting. 

Senator Bricker. I received telegrams, and the chairman got them. 

The Cuatrman. We shipped loads of lumber to certain European 
countries to rehabilitate them, and they paid more for lumber than 
they were allowed, to sell it to the Americans. 

Senator Bricker. I was in the far West, and I saw what we call 
Japanese squares built up a half a mile on the docks there. Piled 
almost as high as the building, depleting our resources in timber in 
this country, sending them abroad. Ultimately we saw the sad effect 
of it. I think we had better look to the preservation of our natural 
resources against an ultimate need which is likely to come. 
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Mr. Sretnxravs. There is no question but what industry in many 

cases has been very short-sighted, and this picture, with the defense 
program we are facing, requires quite a different treatment. My own 
industry happens to be affected by some of the things you mentioned, 
Senator. We had to lay off a couple hundred people i in January be- 
cause we did not get our allocation of zinc. We find that a very sub- 
stantial amount of zine was sent to England that month and had to 
be taken from everybody else. 

Senator Bricker. That is exactly what I am driving at. 

Mr. Sremnxravs. We had to lay off a lot of people, and yet we are 
ina defense industry. 

Senator Bricker. If you are going to cause them to use their own 
natural resources, you have one ‘problem, which you might say comes 
from the compassion of the American people, our desire to help the 
underprivileged peoples of the world; but when we deplete ourselves, 
ultimately we are not rendering service to them or to ourselves in 
doing it. I think there is a distinction between the w ay the money is 
utilized that we are sending to other countries. 

Mr. Sretnxravs. I think, Senator, we have to reexamine every- 
thing we have done in the light of our situation compared to a year 
ago. Pre-Korea, we might continue to do some of those things. To- 
day we have superimposed upon this country a tremendous respon- 
sibility that we just do not dare fail on, and we have got to find ways 
of keeping our economy strong, : and still doing this defense program, 
and we believe that if we are going to do it, it has got to have maxi- 
mum production, and we have got. to protect ourselves in every way 
we can. We have got to stop doing some of the things that are very 
nice to do, but we cannot afford to do now, and we have to to en- 
courage production. We have got to recognize that in a problem of 
this kind, ev erybody is going to be hurt, and it is going to require an 
entirely different kind of approach to it than under normal circum- 
stances, and we very much fear that if price and wage controls be- 
come a part of the Defense Production Act for a period of years, it 
will slow down instead of encourage production, that it will magnify 
the number of disputes between labor and management at a very 
time where we ought to have the most peaceful kind of a situation, 
and I know that is the way it worked in the last war, Mr. Chairman 
and gentlemen. I personally handled the negotiations in our com- 
pany for 10 years, and I know the pressures upon management dur- 
ing a defense picture, of having to do the maximum to avoid work 
stoppages, and threats of strikes. 

Senator Bricker. Of course you had an impetus in the World War 
that you do not have now, either as a result of the refusal to admit 
that this is a war, or because of the propaganda to the American 
public that we are not going to have a war that has lessened the pub- 
lic determination, the patriotic fervor that was here in the World 
War. Now, I think we have either got to recognize that we are in 
war at the present time, and get the American public aroused to the 
necessities of it, and quit this constant propaganda that is going 
through the country, some of which resulted from the Mac. Arthur 
hearings, that we are not in a war, that we are not going to get into 
a war, that MacArthur would have gotten us into one but we are going 
to keep out of it. 
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I think the sooner the administration lets the people know thie 
seriousness of the situation, what we are up against, the more suppor‘ 
you will have for any national program. I think this is a half-war, 
half-peace affair, with constant propaganda going out over the coun- 
try that we are at peace, and yet the controls go forward, with this 
new amendment, it driving more power over American business ani 
the American public, and I do not know that they are in a frame of 
mind to accept it unless they appreciate the seriousness of the situa 
tion, which I do not believe they do’as a direct result of the propa 
ganda they have been having. 

Mr. Srermxravs. I think the American people need, too, a clea: 
clarion note of what we are up against now. I think a great man) 
Americans feel like a man that Senator Dirksen was telling about the 
other day, he was in Washington with a big button on his lapel with 
the letter BAIK on it. Somebody said, “What is that button you 
have there, BAIK?” And he said, “That stands for, ‘Boy, am | 
confused.’” The fellow said, “Confused is not spelled with a “k,” 
it is spelled with a “ce,” and he said, “You do not know how confused 
Iam.” 

Is this a serious business or is it not? I saw a cartoon in a paper 
in our State the day before yesterday, on Decoration Day, of a sol- 
dier’s grave with 4 cross over it, and underneath it said, “There is no 
little war,” and I think that is true, we are in a war situation, and we 
have got to get our people geared up to it, because the American peo- 
ple are a great people if they unite in a cause. They will save, they 
will work, they will produce, but I think they have got to know that 
the cards are down, and it has got to be done. 

Senator Bricker. There are a lot of perfectly silly things being 
done at the present time in the nature of controls. Now, for in- 
stance, we listened to this man just before you, and I saw in last 
night’s paper from home that up in the little town of Dellroy, Ohio, 
where they have about 10,000 or 15,000 people, they had increased 
the price of haircuts 10 cents, and they had sent an inspector from 
Columbus, from the OPS office, and required them to go back, that 
they had violated the inflation law, that they were promoting infla- 
tion in this country, and that we could not stand it. Now, that seems 
to me a perfectly silly approach to the responsibilities of this Gov- 
ernment. 

Mr. SremyKravus. Well, Senator and Mr. Chairman, we got all 
kinds of letters, and I would not want to read a lot of letters, but 
here is one from a small fellow down in Shiloh, Va., right near here. 
This letter came in just a few daysago. He said— 


United States Chamber of Commerce, let us do our best to throw out these 
abominable controls. They are giving our small merchants the very devil. 
Thousands of them cannot make out the forms. Lots of small merchants are 
selling out, in rural districts. These merchants have limited education. Many 
lawyers do not understand these forms. It requires special instructions given 
an educated person to make this up. It looks to us like this Government is try- 
ing to build up a dictatorship. Now is the time to work fast: special mail 
should be sent to Congressmen and Representatives in the United States, 


Senator Bricker. Not only do lawyers not understand it, but it is 
impossible to comply if you do understand, and I have had several 
from my State in to see me on that ground, that they cannot possibly 
comply with them. A president of a little company manufacturing 
war materials came down and said, “I cannot comply with this, and 
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my auditors say I cannot,” yet they tell him down here in Johnston’s 
office if he does not com sly after the 28th, and that was the limit at 
that time, that if he did not comply with all the requirements, fill 
out the forms, and so forth, on each item he was putting out, that he 
would be violating the law, and subject to the penalties of the law, 

and that anybody that bought from him—and the Government was 
buying most of them—would be guilty likewise of violating the law. 

The Cxamman. That is one reason why I feel as Senator Bricker 
feels. I have talked with him about it. I would never be one to put 
in this bill Mr. DiSalle’s request, because the business firms very 
frankly do not understand the laws. They violated orders in good 
faith, they would be subjected to having the license revoked, a lot of 
honest, good people, and there would not be a more appropriate time 
than right now to again ask Mr. Wilson to keep these forms to a 
minimum. I get the same complaints, I am sure we all do. 

Without objection, I will ask that we get in touch with Mr. Wilson 
again to ask that the agencies keep these forms to a minimum, and it 
is with the unanimous consent of this committee. 

Senator Bricker. I certainly concur in that. 

Mr. SrermyxKravs. Senator, you are so right about that. 

Here is a little cliping from South St. Paul Minn. : 

DiSalle declared Monday night the administration wants to license all 
business so that they can be put out of operation if they violate controls. 

The Cuatrman. They are putting out of operation a lot of honest 
little fellows who wouldn’t know they had violated any law. I know 
that is true in every State inthe Union. They haven’t the accountants, 
the lawyers, that the big firms have, and all of them would be in 
trouble. 

Mr. Srernkravs. Mr. Chairman, that is exactly what this letter 
says. He says— 

I am enclosing herewith a clipping which appeared in the St. Paul press 
this morning, which gives us a great deal of concern and seems to indicate 
that Mr. DiSalle would like to assume the role of dictator. 

This problem has been discussed with several of the so-called small-business 
men in South St. Paul, and we would like to urge the United States Chamber 
to take immediate action to forestall any such program. 

The Cuarrman. You can tell him that several of us are going to 
try to forestall it. 

Mr. Srernkravus. When you have all of those things disturbing 
business today at a time when we need maximum production, maxi- 
inum effort to get out the goods, it certainly seems to me that the Con- 
gress ought to clarify this situation, and they ought to stop these 
publicity stunts of saying that everybody is going to be put on a 
licensed basis. It is se aring the life out of American business at a 
time wheh you ought to be encouraging them to do the maximum 
production job, even though you soak them heavily with taxes, and 
put restrictions upon what they will use the materials for. Those 
things are necessary. 

The C HAIRMAN. I am going to ask you to excuse me for a minute. 

Mr. STernKRavs. Certainly, Mr. Chairman. 

Senator Scuorrren. I don’t agree with you, Mr. Steinkraus, that 
the American people shouldn’t be notified as to what might be in the 
offing and I hope you will agree with me on that. They ought to 
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know that there are individuals on the administrative side of this 
type of legislation who want to license people, and want to have con- 
trol over their lifeblood by operating their businesses. I want them 
to know that that is what some of these folks are doing, because that 
is how we get an aroused public sentiment, as to what is going on.. | 
think it one of the most heinous approaches to the present economic 
problems of this country, to permit that licensing feature, because 
it takes away from people access to the third important branch of 
this Government, namely, the judiciary, the courts, members of which 
are elected men from their own communities, and appointed men 
into judicial positions, and when you prevent men in business from 
going into a court of law and a court of justice to air his wrongs, then 
you have stopped something that is pretty vital to this country. I 
don’t think there has been enough of a crusade to show the public 
exactly how far they can carry the licensing feature of this type of 
legislation. I certainly will never vote for it as long as I am in the 
United States Senate. I think it will be a step backward if we en- 
courage it, but I do want the American public to become aroused 
about it, because people can see then how, under the guise of a war 
emergency, they want to hamstring business in this country. 

Business in this country is not made up as pictured by one witness 
the other day, of big, corrupt businesses. I think I tried to point out 
that those big businesses are represented by, in many instances, mil- 
lions of stockholders throughout the width and breadth of this land 
that have a small interest in some business, who believe in the com- 
petitive enterprise system, as we do business in this country, and that 
ought to be encouraged. 

You talked about bonds a while ago. While it may be deferred 
inflation, it is pretty hard to go out, as a lot of us did with courage 
some years ago, to pay $19 and get a $25 return after 10 years, $75 
and get $100 back, and $750 and get $1,000 back. <A lot of these folks 
are waking up to the fact that that dollar has been cheapened to the 
extent that some of them say, “I was a sucker to go in, and if it 
weren’t for patriotic motives, maybe I shouldn’t do that again,” and 
that has been throwing a damper into the thing called saving through 
the buying of Government securities. 

While it may be deferred inflation, some nations in this Western 
Hemisphere have exempted from taxation some of the interest on 
their bonds. I think Old Mexico is experimenting with that, and it 
is proving pretty satisfactory. I wonder if you have thought of 
giving some assurances, either administratively, by way of a policy, 
or by way of legislation, to the fact that if we purchase Government 
bonds it will siphon off this excess purchasing power, and perhaps the 
interest, up to a certain percent, ought to be exempt from taxation, 
and thereby hold back this buying power, this potential building up 
of reserve money to buy scarce materials; might that not be a pretty 
good thing for us to consider ? 

Mr. Srernxravs. Senator Schoeppel, our organization has given 
thought to that very question, and it is true that the American people 
sort of woke up in the last few years that the bonds that they were 
saving weren’t worth what they expected them to be worth. 

I can give you a little example of my own secretary who bought 
a $1,000 bond, and she was going to save during the war:so that when 
the war was over she woul buy herself a little car. The car she 
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could have bought for $1,000 when she subscribed to the bond cost 
$2,000 when the bond was finally paid, and she was disillusioned. 

I think if we are going to sell bonds to people again it will have 
to be made more attractive in a way that will offset this feeling of 
disappointment in the way the thing worked out the last time, but I 
think it is necessary for us to have a savings program of some kind, 
and I think our organization believes that there should be an incen- 
tive of some kind made to induce people to buy bonds again, and of 
course every effort to avoid this inflationary effect, which has made 
those bonds worth so little. There is no question about that, Senator, 
and I agree fully with what you have said about this matter of the 
public knowing. 

I don’t think the public took this licensing business too seriously. 
Maybe the situation is worse in Washington than the American people 
realize, but certainly it is disturbing; there is no question about it. 
If we have a big job ahead, we have to have a united people, and it 
must stem from W ashington. We have to feel the solidarity coming 
from here that there is a definite and concrete plan for preserving 
what we have here, and what we are going to fight for has also to be 
preserved while we are doing it. 

We believe in this program of ours that the direct control of prices 
and wages is not the answer, but the method of economies of the 
Gov ernment, the method of a definite, specific program of draining off 
the surplus moneys at a time like this are essential if we are not going 
to have the dollar go down still further. 

Senator Bricker. One further question : 

On the assumption that Congress continues title IV, and there is, 
I think, good ground for assuming that they will, because of the 
fear of taking it off, many are firmly in favor of it, Mr. DiSalle has 
asked for 35,000 employees in his department in the new appropria- 
tion bill which has been submitted. 

Those people will be lately come to power, they are people to a large 
extent who have never exercised authority over their fellow man. 
They like to throw their weight around. They may become vindic- 
tive, extremely so—I don’t know that they will, but I know of in- 
stances where they did in the World War. They get a licensing 
authority, they see an enemy that they dislike for some. reason or 
other, and they put him out of business. 

The danger is not in Congress enacting a licensing law, because I 
don’t think it is going to ‘do it. Senator Se hoeppel has had an 
experience in his country recently, and I have in my State, of the 
OPS going entirely out of their authority, entirely beyond the pro- 
visions of the law, in the licensing of slaughteringhouses, and cutting 

back the quotas to 80 percent. 

Now, assuming that they may have some power on quotas given by 
the Secretary of Agriculture, and that is the basis they claim, there 
is no power under high heaven, or granted by Congress, for OPS to 
license slaughterhouses, with the power to close them down overnight 
if they want to do so. The best authority we got was a letter Mr. 
DiSalle said he received from former President Hoover, and that is 
the basis upon which he redicated his authority to license slaughter- 
houses, and it was the only authority he gave when it was pointed out 
to him. 
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Now, there is great danger with all of these people that they gather 
in, who don’t appreciate the impact of inflation or know anything 
about the economy of the country generally, I mean the employees at 
the lower level generally contacting American business. Take, for 
instance, the little fellow that employs 100 people. 

Have you any suggestion, if we do continue title IV, whereby you 
can limit that authority so that there won’t be this continual con- 
fusion on small American business and a continual annoyance of 
American business—small business, mean, because big business can 
take care of itelf, it always has, and will likely continue to do so— 
that the little fellow can’t comply with all the provisions of the law, 
and will be put out of business, or brought into court and prosecuted 
under OPS. 

Have you given any attention to the fact that we might be able to 
protect thiat little-business man who, say, employs 100 or 200, or the 
beauticians, the barbers, and people who are rendering service at the 
local level entirely ? * 

Mr. Sremnxraus. Mr. Senator, it is the most difficult thing. We 
hear all the time that there is an attempt to help small business, but 
our observation in the field—and we do business on the national scale, 
and I know hundreds of small-business men—our observation in the 
field is that small-business men are getting more and more discour- 
aged, and the individual who has owned a business and kept a number 
of people employed is getting to the point where he says “I can’t handle 
this thing any more, I am quitting. Iam going to fold up.” 

Unless they do get some protection against what they think is an 
impossible method of operating, where they have got to study all of 
these laws—— 

The CHarrman. And forms, rules, and regulations that most of 
them don’t understand. 

Mr. Srernxravs. You are going to kill off small business in this 
country. We have the antitrust laws constantly nagging at large 
corporations, and I appeared before one of your subcommittees on that 
question. On the other hand, that is where we have to go on a defense 
program with big business, and the little fellow gets kicked around 
How that can be done by legislation, I don’t know. I am very much 
disappointed in what I hear about the slaughter situation. I had a 
number of occasions to talk with Mr. DiSalle. 

The CratrmMan. You have the law. The law says that a fair 
margin of profit, based on the May—June average, with any increases 
that might occur in wages, or the cost of the raw product. 

Mr. Sreryxravs. Mr. Chairman, we are talking about the licensing 
of these peop!e to be in business. It seems to me there is a case where 
the courts ought to be given a chance to decide, is there such authority, 
or is there not. 

Senator ScrorrreL. We have instances where men taking cattle to 
market—and there is some expense to that, you know—move on in, and 
then find an order effective 2 days after it is issued that the slaughter- 
ing quota is cut to 80 percent. He had every reason to believe it was 90 
the day he started his cattle in. The slaughterer says, “I would like to 
take them, but I can’t. I can take only 80 percent of what my slaugh- 
tering quota was this time last year; I am sorry.” 

I suppose that fellow is to leave his cattle in the feed pens or the 
assembling pens, with several days’ additional expense and ought to 
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go home and feel happy about that. He wonders what Congress has 
had to do with that, and he asked me how come, “why did you put this 
thing on the books?” That is a $64 question I refer to Mr. DiSalle, 
and I can’t get any answer, right quick, to satisfy any client, my 
customer in this legislative mill, who is expecting me to do something 
about it. 

These dislocations, these disruptions breed, stemming from the 
countryside into Washington, a feeling of suspicion, of distrust, and 
a failure to understand what the mechanics of normal operation are, 
and it leads us to believe that they are not going to have very much 
confidence in what goes on up here. 

We have the transportation field. You know, buying an automo- 
bile nowadays isn’t a luxury unless you buy a Rolls-Royce or Cadillac 
and show off to your neighbors, and not many of those folks out where 
I live are interested in that, as they are perhaps in Washington— 
you can’t get around the hotels for the Cadillacs, a lot of them with 
Government licenses on them, which I think is a scandalous shame. 

Out in the country, a man drives sometimes 20 or 30 miles to work. 
He goes into a second-hand market, he hasn’t the money to put down, 
nor can he pay the 15-month terms; some think it ought to be 21, 
or at least 18. This is a stagnating influence when it concerns the 
people who need an automobile to whom it is a necessity. 

Have you folks been getting an avalanche of mail on that, as we 
have? 

Mr. Srernxravs. We have, Senator Schoeppel. It is another illus- 
tration of the things that business has experienced all over the coun- 
try; that controls simply can’t be rational. There is no one wise 
enough in this world to take this delicate mechanism of business, 
with millions of different products and services, and write rules that 
will operate fairly. 

It isnt possible. You take the best brains you can get in an indi- 
vidual company, hire them to run that company, and try to make 
it run smoothly and at a profit. How can you possibly pick any 
supermen that are wise enough to regulate the prices and the wages 
of all of America in a time like this? It just can’t be done, Mr. 
Chairman, and the longer it is carried on, the more difficult it is 
going to be for us to win this defense program that is so essential 
to the saving of the whole world. 

Senator Bricker. And if it could be done, the totalitarian philoso- 
phy of government would be more successful than the private enter- 
prise and competitive system. 

Mr. Srervxravs. That is true, sir. 

The Carman. If it is not done, and prices take some tremendous 
advance, then you will have the Government at your door. 

Senator Bricker. That is the thing we are afraid of. 

The Cratrman. I believe in private business, as you know. If 
title IV is taken out, and you have another wave of buying and infla- 
tion such as we had in October, November, and December, it will be 
a lot worse. 

Mr. Srervxravs. We have our great faith in our Congress, our 
Senate and our House, sir, and we believe that they will do the in- 
telligent thing on these things, and we appreciate the opportunity of 
coming before you and presenting this document which you have 
kindly consented to have made a part of the record. ' 
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We would be glad to answer any further questions. 
The Cuatrman. Do you have a question ? 
Senator Bricker. Only this: that the impact of the bureaus in 
Washington, with the power to spend $72 billon a year to some 2 to 8 
million public employees, and the constant propaganda that is going 
out over the country, makes the business of Congress rather difficult to 
stand up for what we believe to be the right thing. 

I know the punishment that individual Congressmen can take 
when they try to defend the private-erterprise system in this country, 
and hold down the tremendous growth of Government that we have 
experienced in the last quarter of a century. It is going to take more 
than a little bit of courage; it is going to take some education out over 
the country that there might be the support of those who do want to 
preserve a little bit of liberty, self-government, and the principles of 
the Republic in this country, or you are going to lose, just because 
Government has grown so big and can bring so much influence, and 
by propaganda sway public sentiment to such an extent that it is diffi- 
cult to stand up against it. 

I see more and more as the days go by. I have argued with a profes- 
sor up at school time and again on the problem that in this democracy, 
in this Republic, are planted the seeds of its own destruction, and they 
are starting to grow and flourish now and produce. There is no way 
of stopping it. It is a fatalistic position. I think it can be done, but 
it will take courage—educational programs and courage of man to 
belive that man is privileged to govern himself. We are caught in the 
backwash of totalitarian philosophy of government, which has caught 
hold of the thinking of a lot of people in this country. 

Mr. Srermnxravs. There is no dispute about that, Senator, but I 
think that the basic American citizen still loves this country and what 
it stands for, and in an emergency will arise 

Senator Bricker. I think you are right, but the propaganda has 
taken the attitude that we must do this to save the country, and it might 
be the very thing to destroy it. 

Senator Frear. Mr. Steinkraus, do you think that it is possible to 
control inflation without Government controls? 

Mr. Srernxravs. We believe firmly that inflation can be controlled 
only by indirect measures, and not by the direct measures of price and 
wage control. 

Senator Frear. I am sorry I didn’t hear your direct testimony, but 
what do you mean by direct measures? . 

Mr. Srernxravs. We have listed them in the document that is be- 
fore you, Senator, on page 7. It is a combination of taxes, savings, 
reduced Government expenditures, credit controls, allocation of ma- 
terials, but no price or wage controls. 

Senator Frear. Do you think the American public, which purchases 
all the goods and services in this country, can be educated to the point 
where they can control inflation ? 

Mr. Srernxraus. Mr. Senator, I don’t know whether the American 
public could be educated quickly on anything. It is a very big country, 
but I think that they feel the effects of credit controls very fast, and I 
think it has been demonstrated that credit controls are affecting some 
of those areas which were going very wild, and I believe that the 
average citizen may think that to control the symptoms or the results 
of inflation, to control prices, is a good thing, but certainly economists 
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recognize that you. have to hit at the causes of inflation, not at the 
symptoms of inflation. It is something like a person having measles, 
if you treat just the pox on the surface of the skin you are never going 
to cure the measles, but the American people are inclined to think that 
price controls will do it. 

Experience shows that they never have done it, and they do disrupt 
an economy at a time when you need the maximum of production. 

Senator Frear. I had a telephone call yesterday from a small retail 
furniture merchant who said that he had spent $350 with an auditing 
firm to get his records in what they thought at least were in compli- 
ance with OPR No. 7, and finally ended up with about 16 pages of 
typewritten material, and when it was given back to him he was told 
to go by that, and he would come out all right with the administra- 
tion, Mr. DiSalle’s office. He said he read the 16 pages, and then he 
went back to the auditor and attorney and said “Can I live by that?” 
and both told him he couldn’t, after he spent the $350 to get the de- 
termination as to how he could do it. 

Mr. Sternxravs. I think this is a good period for a young fellow to 
go into law, accountancy, or the manufacture of office equipment, be- 
cause of the multiplication of problems in which industry and business 
have to have lawyers and accountants is terrific, and the small-business 
man just can’t stand it. 

The Cuatrman. No; of course not. As a matter of fact, the records 
show in the hearings before the Appropriations Committee that one 
of the great things the Government itself is short of is auditors, we 
lost too many of the best we had to private firms.. You take Mr. 
Lindsay Warren, who testified that there were a tremendous number 
of accountants who left the Government service to go into private 
business. They left only because the remuneration was so much 
greater in private business. 

Mr. Srertnxravs. In World War II I had an appointment with 
General Knudson to talk to him about some matters of the defense 
program. We had just completed over 3 months of concentrated effort 
with over 30 accountants on the job to make a report that gave the 
very heart of our business, all the experience, and we sent it down 
here. I said to General Knudson, “What are you going to do with 
those reports?” He said, “We have seven warehouses full in Wash- 
ington, and we came to the conclusion there was the inside information 
of all of American industry. We couldn’t possibly assemble that 
information with less than about a million people. So,” he said, “I 
ordered it all burned,” and it was all burned up without ever being 
looked at, after American industry had spent months and months 
making these reports, which indicates one thing: that it is so easy down 
heer to issue an order, “you have to do so and so,” and so difficult 
for us to carry it out around the American towns and hamlets where 
these businesses are located, and they ought to be more careful in 
ordering us to do these things, because it certainly disrupts, it takes 
away our time from production, and puts it on things that aren’t worth 
anything in helping the thing that we are trying to accomplish. 

The CnarrmMan. Are there any further questions, gentlemen? 

We appreciate your appearance. 

Mr. Sremnxravs. Thank you, Mr. Chairman and gentlemen. 
very much appreciate being here. 
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(The prepared testimony of Mr. Steinkraus follows :) 


STATEMENT OF HERMAN W. STEINKRAUS, CHAMBER OF COMMERCE OF THE UNITED 
STATES 
wR é J 


My name is Herman W. Steinkraus. I am chairman of the executive con 
mittee of the Chamber of Commerce of the United States and am president and 
chairman of the board of Bridgeport Brass Co., Bridgeport, Conn. 

I come before you today to discuss 8S. 1897 and the Defense Production Act o{ 
1950 which it would amend. 4 

In enacting the Defense Production Act, Congress said: “The United States 
is determined to develop and maintain whatever military and economic strengt 
is found to be necessary” to oppose acts of aggression and to promote peace. 

The Chamber of Commerce of the United States endorses that statement of thie 
Congress and urges every practical means available for increasing our militar) 
might and, at the same time, maintaining a healthy, growing civilian economy 

While the point is one on which no one disagrees, we cannot overemphasize the 
fundamental necessity, in this period of our testing as a free and democratic 
people, of maintaining a vigilant concern for the strength and efficiency of om 
home front. 

Our military strength itself can be no greater than the strength and efficiency 
of that home front. 

We are without rival in industrial capacity, in technological know-how, and in 
the productive skills and versatilities of our free labor force. The test is 
whether we can maintain the smoothness and efficiency of over-all coordination 
required for the continued translation of unrivaled resources into unrivaled pro 
duction. 

We would do well to remind ourselves that it was our enemies’ crack-up on 
the production front that brought them down to hopeless impotence in the final 
stages of the last war. 

It is on that level of importance that we must appraise the danger of neglect- 
ing to give full consideration to the vital matter of keeping our civilian economy 
in the soundest possible condition. 

We must use care that we do not, in haste, enact legislation which will do 
more harm than good to our economy. We do not know how long we will be 
~alled upon to maintain the present so-called garrison state. Our highest 
officials predict heavy military commitments indefinitely. In such circumstances, 
it would be a sad commentary upon our collective wisdom if we hamstrung our 
economy with so many unwise regulations as to lose in the end the very things 
we are arming to defend. 

The problem before Congress divides into two parts: military production, for 
defense and a strong domestic economy, including control of inflation. 

Inflation can disrupt the entire defense program and render null and void 
the measures taken to mobilize production. You gentlemen know the causes 
and symptoms of inflation. It is caused by an increase in money spending and 
credit which is out of proportion to the quantity of goods and services offered 
in exchange. This cause of inflation must be attacked if inflation is to be mas- 
tered. The symptom of inflation is a rising price level. Leveling our primary 
attack against this symptom is only shadow boxing with the problem. 

There is no real argument about the economic, social, and political seriousness 
of inflation. But there is still a lack of clear general understanding that to 
combat the threat of inflation we must curb expansion of the total volume of 
spending power. If we fail to control inflation, it is certainly predictable that 
the cause will lie in Federal deficit financing or overexpansion of bank credit, 
or—more likely—both. 

Even the wisest and most effective direct price and wage controls can do little 
more than bring about a time lag in the upward movement of even the controlled 
wages and prices when the whole wage-price structure is subjected to the pres- 
sure of an inflationary increase in total spending power. 

The only practical, effective curb on the creation of that pressure is a curb 
on deficit spending and credit expansion. 
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WHAT HAS HAPPENED? 


How can this view be squared with our experience to date and with the 
prospects we now know to be confronting us? 

Many are emphasizing that the present lull in the inflationary spiral already 
has proved the efficacy of direct wage and price controls, which, by the way, 
are still very much in their formative period. 

I say there is no greater threat overhanging our economy today than to so 
misread the facts. 

For bullish anticipation was unquestionably a major factor in the first flare- 
up of post-Korean inflation. That psychology gradually petered out; and, 
later, actual imposition of direct wage and price controls came along to play 
a small part in continuing the abatement of the pressures on our economy. We 
must keep in mind the fact that the two most important primary causes of 
wartime inflation—deficit spending and diversion of production—had not yet hit 
the economy. 

The upward price pressures, the anticipatory buying and the hoarding that 
took place last autumn and winter were themselves to a large degree the result 
of official pronouncements of impending shortages and coming controls. House- 
wives, labor leaders, and businessmen all got into the thick of it. 

If we had never adopted these direct controls or seriously considered adopting 
them, it is quite possible—and some would say “probable’—that prices would 
be lower today. Hoarding would have been greatly minimized and possibly 
would have been kept much lower because the feverish stampede to get in ahead 
of the controls would have been either absent or at least less intense. 

In considering the extension of these direct controls, you ought to ask your- 
selves whether wage controls will not stimulate competitive upward wage adjust- 
ments far more than would take place in the absence of controls. 

It is a matter of common knowledge that labor leaders watch each other's 
achievements with great concern and often envy. Under Government wage 
fixing, all major decisions become matters of front-page news. Every labor 
leader is put on the spot to get as much for his union as was obtained by some 
other union. This becomes political competitive wage making. 

The Wage Stabilization Board, as newly constituted, has shown either no 
capacity or virtually no capacity to resist wage demands. With the Nation-wide 
publicity attending each wage-board decision, it is quite possible—and some 
would say “probable’—that we now have a “wage stimulation board” instead 
of a Wage Stabilization Board. 


THE FUTURE PROBLEM 


But the full force of those primary causes of inflation may be with us by 
late summer or early fall when the effects of sharply rising military spending 
and production hit the economy with a force unprecedented in American enter- 
prise short of war. 

Wage and price controls cannot possibly reach the basic realities. Holding 
prices below competitive levels and squeezing profits cannot add to the supply 
of goods and services available for purchase. Nor can such controls reduce the 
excessive spending power available for war-diminished civilian supplies. 

Such controls, quite to the contrary, can only aggravate the problem by reduc- 
ing production and thus further lessening civilian supply. And the more prob- 
lems the controls themselves create, the more the controls themselves must spread 
and multiply. 

I am sure you all realize the utter complexity of price fixing by law. We pro- 
duce some 8,000,000 different items plus thousands of different kinds of sevices 
through some 4,000,000 separate business establishments, not including agri- 
culture, 

Production and distribution grow through constant and ceaseless change. 
There is elaborate and comprehensive economic as well as technological inter- 
dependence of these enterprises and of the products and services. Controls slow 
down changes. They slow down the adaptive process. They retard innovations 
and new enterprises. 

Furthermore, controls divert managerial, supervisory, and administrative busi- 
ness talent and time from production to attempts to find out what the rules and 
regulations mean and how to comply with them. The Office of Price Stabiliza- 
tion in many cases has had to “extend the time” for compliance. Orders and 
directives are followed by new orders, amendments, and amendments to amend- 
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ments. The Office of Price Stabilization has had to issue untold exemptions. 
But these exemptions themselves get the stabilization authorities in trouble. 

Even small companies may make 1,000, 2,000, 5,000, or even more products, 
Some companies make upward of several hundred thousand different items or 
combinations of items. This product mix is undergoing constant, ceaseless 
change. 

The task of Government price fixing and price controlling in face of this com- 
plicated pattern of our modern industrial society is truly an appalling one. I 
would be a miracle if it could succeed. -- 

To get at the basic realities of inflation,.we must really tighten up on Federal} 
spending, curb public and private credit expansion, and increase taxes where 
they will most help to take the pressure off markets already under strain, with 
minimum discouragement to the expanding of production. New credit controls 
already have begun to bite. 

Direct controls increase the difficulties of restoring the free competitive market 
system-and create serious danger of losing it entirely. Indirect measures not 
only can and do accomplish what the direct measures are intended to accomplish 
but cannot; they also constitute our best insurance against destruction of our 
long-run chances of preserving the system which has brought us where we now 
are. 

Therefore, the Chamber of Commerce of the United States is firmly committed 
to the use of indirect controls, rather than direct controls, to hold inflation in 
check. 

Only a few weeks ago, the members of the chamber, in annual meeting here, 
adopted policy statements calling for prompt termination of direct controls. 

I should like to read you the text of this statement entitled “Economic Policies 
for the Emergency.” 


“ECONOMIC POLICIES FOR THE EMERGENCY 


“In this period of defense emergency, domestic economic policies must be fol- 
lowed which will most effectively gain our ends by building and preserving our 
economic strength. 

“The objectives of these policies should be: 

“1. To achieve maximum use of the productive potential of private industry; 
and 

“2. To promote the most effective balance of economic output as between mili- 
tary and civilian needs, and within these two categories (a) to restrain infla- 
tion, (0) to distribute the burdens of mobilization equitably and efficiently, and 
(c) to maintain the vitality of an economy with free competitve markets. 

“To meet these objectives we urge the following economic policies: 

“The present program of wage and price controls is at best only a temporary 
expedient. Inflation cannot be controlled effectively without relying mainly on 
indirect controls which strike at the sources of inflation. 

“Every effort should therefore be made to make indirect controls the primary 
weapon against inflation. With proper emphasis on them, Government wage and 
price-fixing should be unnecessary. Accordingly, we urge the following prin 
ciples: 

“1. The stimulation of maximum production and employment by a free price 
and wage system that will concentrate effort on essential military and civilian 
needs ; 

“2. Substantial reduction in governmental expenditures, Federal, State, and 
local, to decrease the burden on production and restrain inflation ; 

“3. Levying of new and additional taxes to assure pay-as-we-go, consistent 
with necessary expenditures, and consistent also with maintaining incentives to 
work and produce; 

“4. The establishment of fiscal and monetary policies which neutralize Federal! 
debt as a source of inflation, or in other words, an end to monetization of the 
Federal debt: 

“5. Limiting the extension of credit to the financing of the defense program 
and the essential needs of agriculture, commerce, and industry in such ways as 
will increase the strength of the domestic economy, 

“6, The stimulation of individual savings through remunerative interest rates 
and other incentives: 


“7. The prompt termination of all wage and price controls, with the under 
standing, of course, that if, and so long as, either of these controls continues, 
both shall be continued. 
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“There should be realistic application of these policies. Continuance of less 
effective and superficial methods will be wasteful of human and other resuorces 
and will seriously discourage and disorganize production.” 

Theréfore, the chamber urges Congress to launch a bona fide “We Mean Busi- 
ness” program of action along the lines of the policy statement I have just read. 
If Congress demonstrated that it is firmly committed to these lines of attack on 
the eauses of inflation, direct controls could then be abandoned without resurg- 
ence of any serious inflationary psychological flare-up. 

The recent accord between the United States Treasury and the Federal Reserve 
System, if continued, will play a major and effective role in reversing the cheap 
money policy of recent years. Interest rates are firming up. This will stimulate 
savings and reduce borrowing for marginal purposes. If now the United States 
Treasury developed a savings program which would make it abundantly worth 
while for our citizens to hold Government bonds and to invest any new issues. 
considerable pressure would be taken off the consumer markets. 

The present lull could be terminated in late summer or autumn by the im- 
pact of major real development now in prospect on the defense-spending-and- 
production front. Before that time, Congress can, if it will, sufficiently cut away 
the causes of inflation to insure a clear preponderance of well-grounded public 
sentiment against any renewal of controllism. 

Adopt such a course and it becomes a detail of good judgment as to whether 
you extend the presently expiring powers at all, or for a very brief period of 
transition. 

However, should Congress decide to disregard this hard-hitting program of 
indirect controls, which really would control inflation, and continue direct con- 
trols as embodied in the Defense Production Act, the chamber suggests a series 
of recommendations. 

They relate to: 

1. Title V of the act. 

2. The domestic economy. 

3. The amendments in the bill before you. 


LABOR DISPUTES 


If title V of the Defense Production Act is to be retained, the chamber recom- 
mend several changes which would put into law the intent of Congress when it 
wrote the act last summer. 

In drafting title V, Congress did three things. First, it reached the conclusion 
that labor-management techniques which had been built up over the years con- 
stituted a sound and constructive system which should be applicable to the 
mobilization period. 

Second, it permitted the President to enlist the aid of labor and management in 
the establishment of any new machinery which might be needed to maintain 
labor-management harmony. 

Third, Congress made crystal clear that no action should be taken which 
would be inconsistent with existing Federal laws, such as the Labor-Management 
Relations Act and the Fair Labor Standards Act. 

On April 21 of this year, the President created a new procedure for settlement 
of labor disputes by assigning to the Wage Stabilization Board authority to 
handle labor disputes. This new procedure ignored the safeguards which were 
written into title V, and ignored the established practices and the laws which 
have become basic. Our concern is that this temporary expedient, if permitted 
to endure, would weaken and destroy sound and constructive principles that 
have developed in labor-management relations. 

This new procedure involves three hazards: 


Bargaining impaired 

1. Collective bargaining would be seriously impaired. 

The language of the statute is plain: 

“The national policy shall be to place primary reliance upon the parties to 
any labor disputes to make every effort through negotiation and collective bar- 
gaining and the full use of mediation and conciliation facilities to effect a settle- 
ment in the national interest.” 

Yet, the Executive Order 10233 issued on April 21, undertakes to set up a 
method for the resolving of labor-relations issues which ignores the intent of 
Congress. It clearly would introduce the edicts of a Government agency, the 
Wage Stabilization Board, into the settlement of labor disputes. 
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We have solid experience gained from World War II as to the effect o: 
collective bargaining which results from granting to a Government board author 
ity to settle all kinds of labor disputes. Collective bargaining is stifled whenever 
the parties are ready to turn over to a Government board the task of resolving 
difficult issues, the easy way out. 

Every labor-relations problem becomes a dispute and weakens the individua! 
responsibility of local management and local labor to get on with peacefu! 
production. 

Eventually, almost all iSsues are brought to.the board. Preliminary barriers 
such as the requirement that an actual dispute or even a strike must exist before 
the board will accept the case, are swept away. A dispute or a strike is “made’ 
in order to bring the case before the board. 

In the last war, the War Labor Board had power such as has been newly 
granted to the Wage Stabilization Board. It made even more difficult efforts 
to settle disputes peaceably. The record of World War II is a continuous history 
of strikes and threatened strikes to force labor disputes before the War Labor 
Board. The unrest, friction, and the uncertainties during the period while 
dispute cases were being processed by the board undermined the will to produce 
and resulted in immeasurable losses in war production. 

Although we are embarked on partial mobilization, we are by no means in the 
same situation as that of 1941, when, in a period of war, there existed patriotic 
restraints upon such direct economic action as strikes. 

I would like to call your attention, in passing, to the fact that organized labor 
itself, as well as management, has been an outspoken exponent of collective 
bargaining in recent years. 

I should also like to point out that at the present time there are no major labor 
disputes which involve issues other than wages. Any wage stabilization board 
can and should have authority to hear issues, provided that these shall be in the 
form of rulings of general application. It is in an area not directly concerned 
with wage stabilization, that organized labor has asked for, and received, Gov- 
ernment intervention that is both unnecessary as well as dangerous to collective 
bargaining. 

The President was able to grant this only by negating the policy enunciated by 
Congress in section 502 of the Defense Production Act. 


Procedure ignored 


2. The second provision of the present law which seems to have been dis- 
regarded was the procedure in title V for taking whatever action might be made 
necessary by special circumstances growing out of the mobilization program. 

The President was authorized to initiate voluntary conferences between man- 
agement, labor, and representatives of the Government and the public and to 
take such action as may be agreed upon in any such conference. There has been 
no conference such as the act contemplated and certainly no agreement. It was 
clearly indicated that whatever action was taken, it was to have the strongest 
kind of support possible, namely, the same kind of voluntary agreement which is 
the fiber of collective bargaining itself. 

Instead, the President set up a board and a procedure which would inject the 
Government into all kinds of labor issues. 






Act ignored 


3. A disputes settlement agency with power to intervene in all kinds of disputes 
may nullify the national emergency sections of the Labor-Management Relations 
Act. 

Title V of the Defense Production Act says: 

“No action inconsistent with the provisions of the Fair Labor Standards Act of 
1938, as amended, other Federal labor standards statutes, the Labor-Management 
Relations Act, 1947, or with other applicable laws shall be taken under this title.”’ 

No attempt has been made to integrate emergency sections of the 1947 act into 
the special disputes settlement machinery created on April 21. 

I would suggest that Congress note carefully the relations between those emer- 
gency sections and actions that have been taken in the past 2 months. 

On the general question of how the Wage Stabilization Board might be recon- 
stituted, the Chamber of Commerce and other management groups publicly pro- 
posed granting the Board adequate authority to handle only actual wage stabil- 
ization issues. ; 
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We suggested to the Board a method of operation which would make genuinely 
effective the purpose for which it was created—wage stabilization. We oppose 
the granting of authority to the Board to handle labor disputes which actually 
are outside that field. 

Board jurisdiction 

The Wage Stabilization Board is the appropriate agency, of course, to hear 
interested parties on problems directly related to wage stabilization matters. 
We mean this to include only economic and monetary issues. Such problems can 
be expected to include one or more of the following categories : 

(1) Requests for interpretations or rulings as to application of existing 
yolicies ; 

; (2) Petitions for changes in existing policies, or adoption of new policies; 

(3) Petitions for permission to exceed existing ceilings or otherwise to be 
exempted from the operation of general rules and policies. 

In any of these situations, the Board should provide procedures so that it may 
receive requests for rulings or interpretations and may give adequate consid- 
eration to them. The Board’s authority should be final in the application of 
existing policies. However, it should have no authority to modify an existing 
policy in a particular case, but should, in any case where it concludes that a 
change in policy is required, refer such recommendations to the Economic Stabil- 
ization Administrator who thereupon should approve or reject them without 
modification. 

The point to be observed here is that any change in policy should be general 
in application and not confined to the particular parties or to the case in which 
the request for a change was made. If the wage stabilization program is to be 
at all effective, the principles which are developed must be maintained rather 
than modified a little to meet the exigencies of each particular case. Such a 
gradual yielding of principles is worse than no policy at all. 

Where a matter is jointly submitted by an employer and his employees or their 
representatives, both submitting parties should be required to agree, in advance, 
that they will be bound by the Board’s final decision. 

In view of this background, the chamber recommends two steps, if you continue 
title V. 

First, Congress should prevent the Wage Stabilization Board from passing 
upon noneconomic or nonmonetary issues. Because the administration has 
sought to achieve this result despite the legislation, which prevents direct action 
without the previous agreement of management and labor, this prohibition should 
be made entirely specific. 

Second, we believe that legislation should be enacted so that the Wage Stabil- 
ization Board shall be directed to refuse to proceed with any request for a ruling 
or interpretation in any case where a strike is in progress. It must be recognized, 
also, that wage stabilization policies are meant to be restrictive and that re- 
quests for wage increases will be denied where these would circumvent those 
policies. Any strikes which follow such denials are strikes against the Govern- 
ment’s policies and are designed to coerce or to induce the Board to make 
concessions. 

It is imperative to wage stabilization, and indeed, to mobilization, that such 
strikes should not be met with appeasement or concession but should be handled 
in accordance with existing law, including where appropriate the national emer- 
gency provisions of the Labor-Management Relations Act. 


DOMESTIC ECONOMY 


Another set of recommendations the chamber makes to you relates to operations 
of the Nation’s distributors. 

Should Congress continue price and wage controls, we believe that prices 
would be most effectively controlled by holding constant the percentage of mark-up 
margins between cost and resale price for various classes of goods sold by in- 
dividual distributors. Under this type of regulation, in instances where a price 
control authority permits increased prices at prewholesale or preretail stages 
in the flow of goods, the individual distributor will not be forced by Government 
interference to absorb the increased costs. 

There should be adequate consultation between public price control officials 
and private businessmen in preparation of specific control regulations. Prior to 
issuance of price-control ,regulations, controlling Government officials should 
consult freely with representatives of each industry affected as provided in sec- 
tion 709, of the Defense Production Act. 
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Under the most favorable conditions, rationing can only be partially successful 
when restricted to commodities which have two characteristics : 

1. Highly essential to large proportion of all consumers. 

2. Very scarce as compared to normal supply. 

There are few, if any, such commodities at present. Any proposal to use 
rationing to reduce over-all purchasing power and inflation is extremely diffi- 
cult of performance. During World War II, less than 20 percent of consumer 
expenditures were for items subject to any type of rationing. 

The purpose of rationing to equitably distribute scarce commodities regardless 
of ability to pay conflicts directly with the purposes of other Government 
policies. Credit control, for example, aims-to restrict buying power by eliminat- 
ing large numbers of prospective purchasers from the market strictly on the basis 
of inability to pay. 

Rationing increased the consumption of covered commodities by many indi- 
viduals, particularly those who ordinarily use very small quantities. This 
defeats the purpose of conserving resources and controlling inflation. 

It is important that concentration of energies on expansion of military produc- 
tion in times of national emergency should not result in neglect to the civilian 
economy. Effective organization of the civilian economy is needed to forestall 
disruption of morale and to preserve the physical strength and spirit of our 
citizens. 

The Chamber of Commerce of the United States endorses every practicable 
method of increasing civilian supplies as a means of combating current inflation- 
ary trends. 


8. 1397 AMENDMENTS 





The next set of recommendations relates to specific amendments to the Defense 
Production Act that are embodied in S. 1397. 

At the outset, the act already contains measures which give the Government 
authority to insure production for defense. Control over the direction of the 
industrial segment of the economy can be exercised through powers to issue 
priorities, allocations, and DO orders. 

Corporate and business expansion can be controlled and directed through 
controls over materials and the granting of accelerated depreciation and obso- 
lescense allowances on defense production, and the making of both plant expan- 
sion and operating loans to private businesses engaged in defense production. 

All of that being true, there seems scant justification for the amendments 
that have been proposed. 

For example, the act provides great authority for the President to requisition 
property and facilities. The amendments would add unnecessarily the power of 
condemnation, without even carrying forward the present safeguards against 
misuse of that power. 

The same can be said about the proposed authority for the Government to build 
new defense plants. Similar authority was requested of the Eighty-first Con- 
gress, but the reason advanced then was that it was needed to avoid a postwar 
depression. 

In this connection, I would like to call to your attention this comment by the 
Joint Committee on the Economic Report of this very Congress on proposals to 
authorize Government construction of industrial facilities: 

“While such might be necessary in an all-out war effort, it handicaps our long- 
run chances to maintain a maximum of free, private enterprise and reduces our 
reliance upon the creative impetus of private initiative. We recommend against 
this proposal except in limited fields where clearly demonstrated to be necessary.” 

Congress refused to approve the creation of new Government corporations 
when the Defense Production Act was passed last September on the ground that 
Congress would have greater control over defense expenditures if they were 
handled by the usual Government agencies through normal appropriation pro- 
cedures. The present law appears adequate, yet authority again is requested to 
establish corporations. 

In the absence of any justification, it would not seem necessary to remove 
the present $600 million limitation on Treasury loans to Government agencies 
engaged in defense activities. While considering the original act, Congress rea- 
soned quite properly that such a limitation would force borrowing agencies to 
return to Congress with specific justification for any loans once the $600 million 
had been reached. 

Subsidies are not applicable to agricultural products or broad categories of 
consumer or other goods as an adjunct to price controls. 
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Subsidies depress prices below their market levels. This is certain to intensify 
demand and thus accentuate the condition which price control is designed to 
relieve. 

Generalized subsidies are one of the most vicious devices known for destroying 
the free market process. When applied on any appreciable scale, they increase 
Government spending and the tax load, which is inflationary, and encourage 
inefficiency and waste by rewarding inefficient or high-cost producers. They 
largely remove the incentives for efficient production and cost cutting. 

The chamber is firmly opposed to consumer subsidies on agricultural com- 
modities. 

The chamber membership, at the annual meeting a month ago, adopted a state- 
ment of policy which said: 

“We oppose the payment of generalized Federal subsidies for the production, 
distribution or consumption of any farm produce or food. Such subsidies are 
opposed whether paid to producers in lieu of prices to assure adequate production, 
paid to processors or distributors in lieu of fair margins to cover costs, or paid 
to consumers to reduce or otherwise subsidize their food bills.” 

While any law is on the statute books, all will agree that it should be enforced. 
It seems to us that the Defense Production Act contains adequate enforcement 
powers. Therefore, the added provisions in section 104 (e), (f), (g), and (h) 
of your bill are unnecessary. 

By the same token, the provision in section 104 (h) relating to licensing of 
businesses is unjustified and unnecessary. This provision should be eliminated 
in any event because of its sweeping nature and because of the precedent it 
would eveate for peacetime. This proposition had been advanced repeatedly in 
Congress over the years. It never has been able to attract serious support on its 
merits. 

In many countries of the world, a comprehensive system of authorizing and 
licensing every business, including every new business, has become a powerful 
weapon for reducing and indeed destroying competition in business and in the 
goods market. If we adopt such a licensing system, it may become very difficult, 
if not impossible, to get rid of it because it would tend to provide a shield and a 
buffer against newcomers and new competition. 


RENT CONTROL 


The amendments to the act before you would reinstate and, in fact, expand 
the system of Federal rent control used during World War II. If the amend- 
ments prevail, the proposal would be based on a congressional declaration that 


“ 


there is “an acute shortage of housing, particularly rental housing, in many parts 
of the country.” 

There is no evidence to support this general conclusion. On the contrary, the 
1950 Census of Housing shows that, since 1940, our inventory of housing has 
increased 23 percent while population increased less than 15 percent. In 1940 
there was a 6.2 percent gross vacancy rate. The 1950 gross vacancy rate was 
6.8 percent. 

These are national figures. Of course, there will be some problem areas where 
large numbers of new families must be accommodated because of defense activi- 
ties. There cannot be many of these, for the Defense Production Administra- 
tion’s interagency committee charged with designating defense areas where hous- 
ing is a problem has thus far announced only half a dozen areas. For such iso- 
lated and scattered cases the only truly effective remedy is the provision of more 
housing by construction and by conversion. Rent control is a potent deterrent 
to both these remedies. Experience shows that the most powerful stimulant to 
new construction is a free rental market. 

If, however, it is still felt that rent control must be imposed in these scattered 
areas, the State and local authorities can do the job more effectively than it 
can be done from Washington. 

As regards commercial rent control, the Congress did not find it necessary 
during World War II, so certainly it is not needed now. The fact that the admin- 
istration is now requesting power and authority to control commercial rents is 
further evidence of how one set of controls leads to another. 

Title IV-A would also extend the present emergency restrictions on real-estate- 
mortgage credit to cover existing properties as well as new construction. Regu- 
lation X was imposed primarily to reduce the volume of new construction and 
thus conserve materials and manpower. It is doing this very effectively. Hous- 
ing starts, after a heavy first quarter based upon a large carry-over of preregula- 
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tion commitments, dropped in April 1951 to the lowest figure for this month in 
4 years. No additional deterrents are necessary. 

Transfers of existing homes do not, of course, involve construction materials 
or manpower. Adoption of the proposed amendment would increase the scope 
of controls at least fortyfold—from less than a million new housing units to the 
entire housing inventory of over 40 million units in the residential field alone. 
Lending institutions are traditionally very conservative on mortgage loans based 
on old housing, and have ample means to prevent a run-away market. Imposing 
Federal regulation on this vast field would accomplish no useful purpose but 
would, on the other hand, multiply the administrative problem and add new 
burdens to the worker moving into a defense job involving a change of residence. 

I would like to make two more suggestions in another field. The first is that 
the declaration of policy of the Defense Production Act be amended by adding 
this thought; that every effort be made to fill essential requirements of the free 
nations of the world, and to provide incentives for foreign production, so that 
we may receive those imports so essential for our needs. 

The other is the insertion of language which would make certain that materials 
are so allocated under title I that domestic shortages would not be filled by 
restricting exports. 


ADDENDUM 


The Chamber of Commerce of the United States is a national federation of 
3,133 trade associations and local chambers of commerce, which, in turn, repre- 
sent 1,350,000 individual businessmen. Because the chamber in membership 
and direct interests embraces every important activity in our economy; and, 
through its membership—small businesses as well as large—it presents the 
opinion of a cross section of our entire economy. Thus, it is that policies of the 
chamber do not represent the views of some special group or particular interest, 
but are drawn from the diverse interests of the country as a whole and are voted 
by its membership. This voting, incidentally, is so regulated that no geographic 
concentration of interests or economic concentration of power can override the 
broader interests of the entire membership. 

Since the chamber of commerce is a democratic organization, and since its 
membership encompasses the widest range of interests, the members retain every 
right to express themselves as individuals. 

The Cuarrman. Mr. Massey, will you have a seat and identify your- 
self for the record ? 


I presume you have a short statement. 


STATEMENT OF MAURICE R. MASSEY, JR., CHAIRMAN OF THE 
FEDERAL LEGISLATIVE COMMITTEE OF THE MORTGAGE BANK- 
ERS ASSOCIATION OF AMERICA 


Mr. Massey. I do; yes. 

My name is Maurice R. Massey, Jr., I am president of the Peoples 
Bond & Mortgage Co., of Philadelphia, Pa., and I am authorized to 
speak for the Mortgage Bankers Association of America. 

We are an association comprised of over 1,700 lending institutions 
of all types. In accordance with the requirements of this committee, 
we filed yesterday a formal statement, which I know will be placed in 
the record. I should just like to add one or two brief comments to our 
statement. 

The Cuarrman. Go ahead, sir. 

Mr. Massey. We have very definite views with respect to two sec- 
tions of this bill, the section having to do with rent control. We, 
as an association, are opposed to the extension of rent control. 

The Cuatrman. What sort of rent-control bill would you have in 
these defense areas, critical defense areas? 

Mr. Massey. I believe that in critical defense areas rent control 
should be established as a matter of local operation, local jurisdiction, 
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and local administration. We are particularly opposed to the exten- 
sion of rent controls to commercial properties. We believe that that 
can only impede the national-defense effort. 

The CuatrMan. I don’t see where that has anything to do with in- 
flation, but I am deeply concerned about rent control around Army 
camps, atomic energy installations, and steel plants that are being 
expanded. 

Mr. Massey. I can appreciate your concern, and we do believe some 
form of rent control may be necessary in those critical areas, but we 
believe the pattern should be established by local officials, and be locally 
administered. 

The CuatrMan. Of course, the local people could do it, but they have 
not done it in some instances. 

Mr. Massey. That is true. On the other hand, in some States and 
cities it has worked very admirably, like New York. 

The Cuatrman. New York has a very good law, and they even have 
a law on commercial property. 

Mr. Massey. Yes; they do. 

Another section of the bill that we have very strong views about is 
with respect to the extension of Federal credit controls to existing 
properties. 

The Cuatrman. Did you read Mr. Martin’s testimony ? 

Mr. Massey. Yes; I did. FHA and VA now already have credit 
controls in existing properties, so the only remaining feature or lend- 
ing facilities is the conventional loan program of all institutions re- 
maining out of control, according to the Federal Reserve Board. 

If those controls are extended to existing properties, they will only 
affect conventional loan plans, and we believe that conventional loan 
plans as operated now by all types of lenders are sufficiently con- 
servative to eliminate any suggeestion of inflation. 

Today, to get a conventional loan on commercial property or a 
residential property, the borrower must have anywhere iad 50 to 
53.3 percent equity, and certainly that kind of cash equity contribu- 
tion to a real-estate transaction is not inflationary. It represents a 
substantial investment in cash on the part of the purchaser or bor- 
rower. We feel that the extension of -credit controls to existing 
properties to be purposeless, and we do not believe a case can be 
made for the extension of these controls to existing dwellings or 
existing commercial properties. 

For example, we believe it would further impede the defense effort 
if a defense worker who owned a property in Philadelphia was trans- 
ferred to Akron and couldn’t sell his property in Philadelphia under 
advantageous financing terms, nor could he buy one in Akron, if these 
conventional loan plans are further restricted by credit controls. 

The Cnarrman. That is a good point. I hadn’t thought about that. 

Mr. Massey. Also we believe that in the acquisition of defense plants 
by new industries that there are plenty of vacant industrial plants, 
as you well know, in many of our cities. If conventional loan plants 
are further restricted by credit controls, it will be difficult for a 
defense plant to finance its defense plant acquisition by means of a 
mortgage loan. 

No doubt you as individuals and Senators have heard representa- 
tions from so-called public-interest groups, such as the Kuen 
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Legion, the A. F. of L., and the CIO, to inaugurate or to study plans 
and legislation for direct lending, because mortgage funds today are 
extremely scarce on materials as we knew them 6 months or even a 
year ago. 

The Cuamman. Particularly so in housing. 

Mr. Massey. Yes; that is trule. I believe that those people should 
be told that this entire lack of mortgage funds, the slow-down of the 
building industry, was specifically platined by the economists that 
advise our highest officials in Goveriiment, and I believe that the only 
way to answer those groups is to answer them directly, and tell them 
that it was planned that way. 

The Cruairman. It has been stated that they want to reduce houses 
from 1,400,000,000 to around 800,000. In the housing bill there it 
has cut public housing. I don’t know what the final outcome will be, 
but at the present time it has been reduced to 50,000 from 135,000. 

The testimony all shows here that it was that rush or orders and 
desire to get permits to beat the October deadline last year which has 
‘aused a big carry-over. 

Mr. Massey. Yes; there was a big carry-over of existing com- 
mitments. 

The Cuarrman. Yesterday there was a gentleman here who said he 
thought in 6 months this mortgage situation would be better. Mr. 
Bodfish testified that the slack was being taken up now from this 
rush to beat the October deadline, and in 6 months he thought it 
would be better. 

Do you agree with that? 

Mr. Massey. Yes; I do. The large lenders are in the process of 
digesting this large overhang of commitments that you refer to. 
However, in my opinion the mortgage market can’t improve substan- 
tially until the Government’s policy with respect to support in the 
Government bond market is changed. 

The Cuatrman. Don’t you think that was one thing that helped 
stop inflation ? 

Mr. Massey. No, sir; I don’t. . 

The Cuarrman. Don’t you think that helped restrict credit ? 

Mr. Massey. Yes; to some extent, but the thing that has happened to 
the martgage business, as you know better than I, the Government 
bonds selling well below par, institutions are reluctant to sell Gov- 
ernment’s at a loss to pay for mortgages at par, and that has restricted 
the availability of mortgage funds. 

The Cuarrman. It is easier for business firms to handle Govern- 
ment bonds than to handle mortgages. 

Mr. Massey. Oh, by far. 

Senator Bricker. Of course that was the intention of the program, 
that is what was planned, and it has been effective, and just as soon 
as your outstanding martgages are paid up, you have a recurring 
fund which will be available again for further extension of credit in 
the field of building, both on the part of the insurance companies, 
banks, and building and loan associations. 

I want to ask you one question with regard to building and loans, 
that are called now savings and loan associations: 

I think we have forgotten it is an avenue by which people can save 
money, to be utilized in the construction of houses. If you cut out 
the ability of those local lending institutions to utilize the money for 
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that purpose, of course you are going also to deprive savers of the 
opportunity of saving their funds, with some kind of a return. 

I want to ask you one further question in regard to control of the 
credit on existing structures. I have felt that it is not in any way 
inflationary, it creates no new credit, and no new property. But as I 
understand the reasoning of the Federal Reserve people, and the 
administration representatives here, it has been that it will be a 
means of controlling prices on established real estate, and that it 
doesn’t have a particularly inflationary impact. 

Do you understand that to be the purpose of that ! 

Mr. Massey. Yes; I had heard that representation, Senator Bricker, 
but I believe that the natural actions of the real-estate market will 
control inflation in the real-estate market, the customary negotiations 
between buyers and sellers will hold inflation down in the real-estate 
market. 

The exercise of a credit control in the real-estate market, I think, 
will do little to prevent inflation. 

For example, if a man wants to buy a property badly enough, he 
will pay perhaps an inflated price, and if there are credit controls, 
he will have to put up more cash over and above the mortgage amount 
that he is able to borrow. 

I don’t think a case has been made, I don’t think that that reason is 
strong enough to extend credit controls to existing properties. 

Senator Bricker. You just tend to further restrict the market to 
those who have money. 

Mr. Massey. That is correct. 

Senator Bricker. And take the possibility away from those who 
haven’t the down payment. 

Mr. Massey. That is right. Again, it works against the little fel- 
low who wants to buy a house. It doesn’t mean a thing to the man 
who has plenty of money, who has the cash, and is willing and able 
to buy whatever property he wants. 

Senator Bricker. That is one of the differences you have in regu- 
lation X and W, the impact is upon the little fellow who has no accu- 
mulation of savings. 

Mr. Massey. That is perfectly true. 

Senator Bricker. That is going to be especially harmful, I think, 
in the new production program. People won’t be able to go where 
they want to go; they won't have transportation to carry them to work, 
and so on. 

I think the program maybe hasn’t been fully thought through. 
They look at the increasing prices of real estate and say “we have 
got to stop it,” and the way they figured to stop it is through the 
control of the transactions, to make it harder to buy and sell property, 
and that will be done through credit restrictions. 

The CuarrMan. It is the same thing they suggest with automobiles. 
The rich people can buy the automobiles, but the poor men can’t buy 
them because of regulation W. I don’t say they can’t, but it is 
extremely difficult. 

Mr. Massey. It is our opinion that in the months to come, you will 
see that the inauguration of the credit controls last October, and in 
January, combined with the inauguration of the Government’s policy 
with respect to the Government bond market in early March, all of 
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those things will combine to seriously restrict the number of new starts 
that we will see in ensuing months, and also it will limit the volume of 
mortgage lending throughout the country. 

Senator Bricker. I think that we ought to get now and then back 
to fundamentals in this inflation program and fear of inflation. Infla- 
tion is the result of more money than there are things to buy. That is 
the fundamental cause of inflation. 

High prices are the evidence of it.. 

If you don’t control inflation at the source, and monetizing the debt 
is certainly one of the real causes of inflation in this country, and 
therefore I have felt that the Federal Reserve restrictions, or refusa| 
to buy in the open market, and peg the price of bonds, has been a very 
effective inflationary control. A second method by which you can 
control inflation is by cutting the cost of Government, if possible, and 
if not, by raising the actual cost of Government in current taxes. 

All these regulations, and attempts to treat the symptoms, result in 
a dislocation of our production, and bear most heavily upon the little 
fellow who hasn’t had the time or ability, or maybe the inclination to 
save any money, and there are lots of them in the field that are in that 
category, so he is carrying abnormally through the regulation of 
symptoms more of the production program burden than any other 
class of people. I can’t help but come to that conclusion. 

Do you agree? 

Mr. Massey. I agree with that point of view. I believe, however, 
that study should be given to some relaxation of the credit controls 
now for lower-priced properties. I also believe that some stndy shoul: 
be given to the Government’s monetary policy with regard to sup- 
porting the bond market now, because now is when we need to finance 
a lot of housing in critical areas, now is when we need to place these 
loans. It isn’t several months from now. 

Senator Bricker. The Senate passed a bill which would provide a 
relaxation of credit and provide for private industry building houses. 

The CuarrmMan. But the House has not acted. We stayed here dur- 
ing January and Fekruary, and finally got the bill through in March. 

Mr. Massey. That. is right. 

Senator Bricker. I think that would meet the specific problem we 
have, if the House will act on that, and I hope they soon do, rather 
than relaxing the program that has now been instituted of pegging the 
price of bonds. 

I think that is the only real effective control that we have had up 
to the present time of the inflationary pressures. 

Mr. Massry. But here is the result of it, as I see it: An insurance 
company, for example, who wants to buy a million-dollar mortgage 
on a housing project in a defense area, is unwilling today to buy that 
mortgage because it means the sacrifice of a lot of money in selling 
their profits, if they don’t have the cash, to pick up that mortgage. 

Senator Bricker. That is just the reason that the program is ef- 
fective, and it is beginning to be felt generally in the country. You 
have to dry up the source of money. 

Now, if you go out and start pegging bonds again, the Government 
starts buying them so that these insurance companies and banks 
can pour their money into the credit stream, you multiply that dollar 
purchase, that monetization of debt, you might say, by whatever the 
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impact is upon the stream of credit in our country, and that is not 
coing to help the little fellow at all, because it will simply raise prices 
further and further. 

The Cuamrman. I was going to suggest that there is a call, that they 
are waiting for you in the House committee. _ ; 

Mr. Massey. Yes; I appreciate the opportunity of being here. 

The CuarrmMan. They have asked me to tell you that; that you are 
now expected before the House committee. 

Mr. Massey. Thank you, sir. 

(The prepared statement of Mr. Massey follows :) 


SrATEMENT OF THE MortGAGE BANKERS ASSOCIATION OF AMERICA, MAURICE R. 
Massey, JR., CHAIRMAN, FEDERAL LEGISLATIVE COMMITTEE 


Mr. Chairman and members of the committee, I am Maurice R. Massey, Jr., 
chairman of the Federal legislative committee of the Mortgage Bankers Asso- 
ciation of America. Our membership consists of about 1,700 mortgage companies, 
commercial banks, savings banks, life insurance companies, and other lending 
institutions of all types. 

I am president of Peoples Bond & Mortgage Co. of Philadelphia, Pa., which has 
been engaged in the business of making and selling loans on all types of prop- 
erties for many years. 

I am submitting this statement on behalf of the Mortgage Bankers Associa- 
tion of America in conformance with your written request. We understand it 
will be incorporated in full in the record. 

We welcome the opportunity to appear before your committee. 

We have reviewed carefully the provisions of S. 1347, a bill to amend the 
Defense Production Act of 1950. We do not feel sufficiently qualified to make 
comments and recommendations with regard to many of the sections of this 
bill, however, we have very definite views concerning two specific sections of the 
proposed legislation and we would like to record these comments and recom- 
mendations with your committee. 

1. Title IV of the bill extends and increases the authority of the Federal 
yovernment to control rents. We are opposed to the enactment of this title of 
the bill as well as to the continuation of any form of rent control. We believe 
that experience has shown that rent controls in eperation have actually worked 
to decrease substantially the volume of housing accommodations offered for 
rent, and it has definitely reduced the incentive to produce new rental accom- 
modations. We know that other witnesses who have testified before your com- 
mittee have offered factual evidence that in those areas where rents have been 
decontrolled, rents have not risen as much as was predicted by housing officials, 
and where rents have advanced, the increases have been substantially less than 
the increases in the prices of other commodities. Therefore, we recommend that 
the subject of rent control be left as a matter of local jurisdiction entirely. 

Further to the best of our judgment and experience, the extension of rent 
control to commercial facilities as provided in the bill would only impede the 
national defense effort. In many of our large cities, there are so many va- 
cancies in desirable commercial space that it would seem thoroughly purposeless 
to extend rent control to these types of buildings. For example, in Philadelphia, 
vacancies in commercial buildings total nearly 6% percent of the total avail- 
able commercial space. In New York, commercial space totals almost 5 per- 
cent of the total available business and industrial available space. It is con- 
fusing, to say the least, as to the reasons for the objectives of the administration 
in the proposals to extend a system of rent control to commercial accommodations. 

On the one hand, our Government proposes the extension of rent control in 
critical defense areas because of housing and commercial space shortages; on 
the other hand, by the adoption of Federal credit controls it restricts the build- 
ing of new housing and commercial accommodations in these same areas. The 
Government says, in effect, space is short, both housing and commercial, in defense 
areas ; therefore, rent control is needed. In the next breath the officials say new 


building has inflationary tendencies; therefore, you should not build in defense 
areas, 


2. Section 106 of the bill extends the authority of the Federal Government to 
control credit on real-estate transactions to existing properties. Our association 
is opposed to this section of the bill. 
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If this section is enacted, the real-estate and mortgage business will be placed 
in great jeopardy. Federal credit restrictions have already applied the brakes 
sharply to the volume of new building. The home-building industry is grinding 
to a sharp stop because of credit controls and the lack of mortgage money at 
presently fixed, artificially low rates of interest. If these same credit restric 
tions are applied to existing properties, mortgage money will be further with 
held from existing real estate, and this will adversely affect the acquisition of 
existing industrial properties by defense plants and the sale or rental of existing 
residential properties to defense workers. 

In our opinion, there are no adequate statistical data which demonstrate any 
reason why existing properties should be put under credit controls. 

The committee should realize that mortgage loans on existing properties either 
guaranteed by the Veterans’ Administration or insured by the Federal Housing 
Administration are under credit controls. Therefore, the only loans which are 
not controlled are so-called conventional loans and these loans that are by custom, 
practice, and tradition limited to 50 to 6624 percent of the appraised value of 
the property. Further, the present acute shortage of funds for investment in 
mortgages will assure the continuance of conservative lending policies without 
the necessity for Government intervention. 

In our opinion, the committee should also realize that to impose controls on 
existing houses would immediately make it more difficult for defense workers 
to move from one defense area to another. The ability of the defense worker to 
sell his own house and to buy a new one at the site of his new employment would 
be seriously curtailed by imposing further restrictions on the mortgage financing 
available to him. 

In conclusion, we would like to point out to the committee that, far from indi- 
eating a need for additional controls, the conditions which we are presently 
experiencing in the mortgage market as a result of Regulation X and the other 
allied credit controls seem to indicate the possibility of the need for relaxing 
present controls if we are to maintain even a fairly even flow of mortgage funds 
to the building industry. 


The Cuarrman. Mrs. Porter, will you proceed ¢ 


STATEMENT OF MRS. ELIZABETH K. PORTER ON BEHALF OF THE 
AMERICAN NURSES’ ASSOCIATION 


Mrs. Porrer. Mr. Chairman, my name is Mrs. Elizabeth K. Porter. 
I am president of the American Nurses’ Association. My residence 
is Cleveland, Ohio. 

I appreciate the opportunity to appear before you this morning, 
because the situation about which I am going to speak concerns not 
only nurses themselves but all the people in the country who are 
dependent on them for health care. 

The American Nurses’ Association urgently requests that the Con 
gress give careful consideration to the effect of present inflation on 
the economic position of nurses, and the resulting adverse effects on 
our attempts to remedy the critical nurse shortage in this period of 
national emergency. 

The American Nurses’ Association is the national professional 
organization of registered nurses, with a membership of over 175,000, 
and with constituent associations in all 48 States, the District of 
Columbia, Puerto Rico, and Hawaii. 

The association is cooperating with Government and _ civilian 
agencies in plans to mobilize and conserve all available nurse power. 
Efforts to maintain an adequate nurse force will be seriously jeopard- 
ized if our National Government fails to correct economic imbalances 
and inequities that impose special burdens on nurses and other essential 
but marginal or fixed-income workers. 
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Runaway prices and rents, and increased taxation, already have 
reduced the nurse, with her me: iger salary, to a condition of distress. 
If present inflationary forces are permitted to go unchecked, if the 
cost of living continues to soar, nurses must face even greater economic 
hards hips. 

Nurses’s living standards are already lowered. 

Nurses’ low incomes and long hours are well known. Although 
wages and salaries have followed : 1 sharp upward trend since the 
Korean outbre ak, salary A cnet for nurses have been negligible. 
am Consumer’s Price ‘Index rose 83 percent from January 7: 1941. 

) March 15, 1951. Between the Korean outbreak and March 15, 
1951, the index increased over 8 percent. Due to increased living 
costs and taxes, and the lack of salary adjustments to compensate, 
nurses have suffered a sharp lowering of their livi ing standards. Ob- 
viously, with today’s high prices, a nurse faces desper: ate odds in 
trying to stretch a salar y of less than $50 a week to cover the necessi- 
ties of living and the cost of meeting professional standards. 

The present plight of nurses demonstrates how inadequate the 
Government’s action to control inflation has been up to this time. 

Due to the nature of their work—the care of the sick and injured— 
nurses face unusual obstacles in efforts to improve salaries and con- 
ditions. Recognizing their obligation to patients, nurses have volun- 
tarily relinquished exercise of the right to strike, a weapon available 
to most other employees. In addition, the Taft-Hartley Act imposes 
serious handicaps to collective bargaining by its discriminatory 
exemption of nonprofit hospitals. 

Without the strike weapon, and without legal recourse in obtaining 
recognition of their authorized collective bargaining agents, nurses 
have progressed only slowly toward correction of unsatisfactory con- 
ditions. Thus, nurses are exceptionally hard hit by additional inroads 
on their earnings at this time, through inflation and increasing taxes. 

The association believes that in fairness to members of this pro- 
fession and other comparable groups, and in the interest of public wel- 
fare, the Congress should recognize these problems and establish eco- 
nomic controls that will halt rising prices and rents, prevent profiteer- 
ing, and insure equitable distribution of the tax burden. 

The nurse shortage threatens the health of our people. 

The Nation enters this emergency with an already critical shortage 
of nurses. Current estimates show 322,000 professional nurses in 
active practice in the United States, of whom 316,000 are engaged in 
civilian nursing. Over 381,000 are needed now to meet absolute mini- 
mum civilian nursing needs alone. This does not include those re- 
quired for expanding military demands. This estimate makes no 
allowance for any unnecessary use of nurse power, and it was as- 
sumed that nurses, like other groups, would be called upon to work 
longer hours than they would under a peacetime schedule. In other 
words, the estimate reflects the number of professional nurses needed 
to render minimum, rather than optimum care to civilians. 

The current deficit of 65,000 nurses for civilian services will be in- 
creased by military demands and by expanded civil defense require- 
ments. The Army Nurse Corps has called for 3,000 more nurses im- 
mediately. In June 1945, over 65,000 nurses were on active military 
duty at one time. This indicates the extent to which an already 
precarious situation might be aggravated. 
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The Cuatrman. Do you know how many are on duty now? 

Mrs. Porrer. In the military services? 

The Cuatrman. Yes; now. 

Mrs. Porter. I do not have those exact figures with me right this 
moment. I can get those for you, Senator. 

As the shortage mounts, staffs become depleted, and chaotic stan 
ards of care result. Nurses are robbed, of the satisfaction of giving 
good patient care, the reward they value most. ica oie 

In order to meet civilian and military demands in this critical occu- 

ation, we must retain those nurses now active, bring inactive nurses 
beak to practice, and attract new recruits. 

Senator Bricker. What about the nursing schools, are they low in 
enrollment now, or are they coming up? 

Mrs. Porter. The nursing schools have more students in them at 
the present time than we have ever had during peacetime, but even 
with that, that does not begin to meet our Adie and, of course, we 
are interested in other legislation that is before Congress to attempt 
to get financial aid which will help us to expand schools, to improve 
the programs, and to make it possible for any young woman who 
wants to be a nurse, but who does not have the money, to enter school. 

Senator Bricker. There is no restriction on enrollment in the 
nursing schools at the present time, like there has been in the medical 
schools ? 

Mrs. Porrer. There is no restriction. We have a big national pro- 
gram, called the Koreans program, in which many groups interested 
in this problem are assisting the American Nurses’ Association to 
recruit. 

Senator Bricker. You have been doing a fine job. 

Mrs. Porrer. We think the economic position of nurses is one of 
the big deterrents in getting young people into the field. 

It is equally important to the nurses to maintain health, morale, 
and efficiency. 

Senator Bricker. And in addition, it is mighty hard work ? 

Mrs. Porrer. Yes. Salaries and hours directly influence the nurse- 
power picture. 

The CHarrman. You do not have any figures on the veterans’ hos- 
pitals, do you, as to how many nurses are in the veterans’ hospitals? 

Mrs. Porter. I do know they have not nearly enough. 

The Cuarrman. I knew that. I understand some hospital wings 
are not even open for that reason. 

Mrs. Porrer. That is the picture all over the country. Of course 
with the Hospital Construction Act, new hospitals have been built, 
and yet there simply are not enough nurses in the country. 

The Cuamman. That is correct, and is true even here in the Dis 
trict of Columbia. I know it is true in other States. 

Senator Frear. Has the Institution of Blue Cross affected it? 

Mrs. Porrer. That is one of the big factors, the tremendous expan 
sion in demand over the country. Of course one of the factors there 
is the tremendous increase in population in this country over the last 
10 years, the great advance in medical science, which is requiring more 
skilled care for patients, and then the great expansion in prepayment 
plans, which means the people over the country are learning about the 
programs available to them for expert medical care, and are demand- 
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ing more of it, and the number of young women that we are able to 
attract into nursing is not keeping pace with the expanding demand. 

Senator Frear. When was the tour of duty reduced from 12 to 8 
hours for nurses in hospitals? 

Mrs. Porter. Well, there could not be any special date set because 
that was a long, slow process that has been going on, I believe the 
American Nurses’ Association started about 20 years ago to try to have 
that reduced. 

Now, although the official recommendation from the American 
Nurses’ Association is to try to maintain a 40-hour week as the basis for 
salaries, many nurses—over the country about 44, but that is the 
schedule of hours which nurses work. Many of them are working 
many hours beyond that, simply because there is not enough nurse 
power to complete the care of the patients before they leave. 

Senator Bricker. Of course your hospital utilization has gone up 
far more rapidly in the last 20 years than the increase in population, 
too. It is almost impossible in the cities to get a hospital room now in 
many instances, they are full all the time. 

Mrs. Porter. I think there is another point in the picture that I 
have seen happen in my lifetime, and that 1s the much greater trust on 
the part of the people in the country in hospital care. That is, there 
is a great faith if one is ill today that the place one can be cured is the 
hospital. That was not true a good many years ago. 

Senator Frear. Do you not think that is due to good care by the 
nurses / 

Mrs. Porter. It is certainly that, but also due to the great advance 
in medical science. One of the points about that is that the great dis- 
coveries in medical science cannot be translated into effective care for 
the people without nurses. In other words, the doctor is there just a 
short time, and the nurse must pick up from that point on. 

Senator Bricker. You have done a good thing in increasing the 
school requirement, and the educational prerequisites for nurses’ train- 
ing. At the present time they almost have to be as skilled at the doc- 
tors, in the big hospitals, anyway. 

Mrs. Porter. As we look at the picture at the present time, we see 
that thousands of other personnel must come into the picture. There 
are not enough young women born, I might say, in the intellectual 
range that we can use for highly professional type nursing to get 
enough. Therefore, we believe that those young women should be 
properly prepared, and then other groups who may carry on duties 
formerly carried on by the nurse which do not require so much train- 
ing, can come into the picture to help. It is all types of workers. 

Senator Bricker. Would you recommend a change in our educa- 
tional requirements, or educational training for those who might 
become technicians, and those who might become nurses, and those 
who might become attendants? 

Mrs. Porrer. There is a tremendous amount of study going on at 
the present time in relation to that. The basic problem which we face 
is to differentiate the functions of all these personnel. The American 
Nurses’ Association, through contributions con nurses over the coun- 
try, have made an intensive study to find out what the professional 
nurse should be doing in the future, what the practical nurse should 
be doing, and what ialddiary workers or nursing aids should be doing. 
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When we get that data on a research basis, then we will have a basis 

for planning the kind of educational program which each group needs, 
and we have another part of nursing, the League of Nursing Educa- 
tion, working intensively with us on that kind of planning. 

Senator Bricker. I remember coming in contact—this has no par- 
ticular bearing upon it, but to show you the highly skilled people that 
are going into training—not long ago in a hospital, with which I am 
connected, I ran into a young lady that ~vas dressed as a nurse, but 
they were calling her doctor, and 4.asked her where she took her 
doctor’s training. She said, “I am not a doctor of medicine, I am a 
doctor of philosophy in chemistry.” 

Mrs. Porrer. If you will permit me to be a little personal, I am a 
doctor of education. 

Senator Bricker. You are certainly qualified then to speak about 
what I was asking about. You know the problem at Ohio State, I am 
quite sure ¢ 

Mrs. Porrer. I think it is quite clear if they are going to be able 
to meet this urgent problem of the American people that we must 
pay attention to this economic position of the nurses. 

The average monthly salary for general-duty nurses in hospitals 
in September 1949 was $205 with an average wletaies workweek of 
44 hours. As stated above, only minor gains have been made since 
then. If spendable earnings are allowed to decrease through further 
inflation, it will become increasingly difficult to keep nurses at their 
jobs. 

Nursing remains hard pressed to recruit new nurses because of its 
unfavorable economic position in relation to other occupations open 
to women. Teachers, dietitians, librarians, and other modest-income 
professionals fare better. Factory jobs, averaging $64 per week, chal- 
lenge nursing, especially when the nurse, unlike the factory worker, 
puts in a 44-hour week for her lower pay. Young women are dis- 
couraged from entering nursing when they know that they can receive 
as much or more in office jobs which require less preparation and 
where responsibility is lighter. 

We have been trying very hard to get inactive nurses back into 
practice. 

Inactive professional nurses are the one immediately available source 
of additional nurse power. Between 85 and 90 percent of these nurses 
are married and some 60 percent have dependents. A woman with 
family responsibilities who accepts outside employment must receive 
sufficient compensation to enable her to pay for necessary domestic 
assistance. Further inflation will make it even harder for these nurses 
to return to work, 


NURSE RECRUITMENT PRESENTS SPECIAL PROBLEMS 


Advances in medical science make it imperative that we have an 
adequate supply of highly competent nurses. Of all those in the 
health team, the nurse spends most time in direct association with 
patients. In large measure she is entrusted with interpreting and 
adapting to the patient the contributions of other team members. 
Thus, nursing must attract recruits of high caliber, young persons of 
intelligence and charactetr, who can carry important responsibilities. 
In addition, nursing demands the finest sensibilities and humane moti- 
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vations. Can we expect young women of intelligence and sensibility 
to choose a career in nursing if reasonable economic incentives are 
lacking ¢ 

DIRECT EFFECTS ON PATIENT CARE ARE EVIDENT 


New York City Commissioner of Hospitals Kogel has reported that 
of 6,463 authorized registered nurse positions in the city hospitals, only 
3.702, or 57 percent, were filled on January 31, 1951, and this in the 
face of a 1950 general-occupancy rate of 100 percent, which is far above 
the 85-percent occupancy considered desirable. Commissioner Kogel 
cites desperate overcrowding, particularly dangerous in tuberculosis 
units. He relates the nurse shodtane directly to compensation and 
describes such personnel as miserably underpaid. In addition, the 
executive director of the Greater New York Hospital Association cites 
2,300 unfilled positions for general-duty nurses in New York City’s 
voluntary hospitals and this situation is not unique. 

In recent months several crisis situations have arisen in hospitals 
in New York, Massachusetts, Pennsylvania, Connecticut, New Jersey, 
Tennessee, and elsewhere. In each instance*the pattern is similar— 
chaotic standards of care due to depleted staffs—and this, in turn, 
charged to poor salaries and employment conditions. In one Penn- 
sylvania situation nurses on a 44-hour week sought relief from a 
monthly salary of $140 plus one meal daily. In Buffalo 20 nurses 
caring for 271 tuberculosis patients sought pay increases in hopes of 
attracting colleagues to long-unfilled vacancies. In Néwark an entire 
hospital floor was shut down due to nurse shortage. 

The American Nurses’ Association asks Congress to halt inflation 
how. 

Nurses are public servants in the full meaning of the term. Their 
first interest hes with their patients. The profession is proud of its 
service record, in peace and in war. In World War IT, 750,000—one- 
third of all practicing nurses in the United States, and the largest 
group from one one profession, male or female—saw active duty with 
the Armed Forces. All of these nurses were volunteers. Nurses are 
on hand to help when disaster strikes our communities. ‘Today’s news 
reports tell of the contribution being made by nurses caring for the 
sick and wounded in Korea. 

During a serious nurse shortage of more than 9 years’ duration, 
nurses have made only modest requests and have foregone the use of 
the strike. This constitutes clear evidence that they have chosen to 
put patients first and have not exploited their bargaining advantages 
during the shortage. 

Nurses seek no preferential treatment in this period when sacrifices 
must be made by all citizens. The nursing profession seeks only to 
raise its voice in support of a sound economic structure for our country, 
a structure that will guarantee the welfare and continuing usefulness 
of all our essential occupations. 

The CuHarrman. Of course, you are primarily concerned with and 
only concerned with inflation, because the committee last year took 
out any control over any of your professional fields. 

Mrs. Porter. Yes, that is right. 

Nurses call upon their representatives in Congress to provide eco- 
nomic controls that will enable them to continue their work, free from 
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the unwarranted economic burdens which bear upon them and every 
group in this country. Piecemeal and half-hearted controls only 
multiply inequities and imbalances, as the experience of the past 
9 months testifies. Effective action is needed immediately if we are 
to protect the very foundation of the society we are all striving to 
defend and serve. 

The Cuarman. We thank you so much, Mrs. Porter. You have 
attached here a spot check of current hospital nurses. Did you want 
that to be placed in the record, or did’you want to read it? 

Mrs. Porter. That is for the record, to substantiate some of the 
statements I have made. 

The Cuamman. Without objection, that will be made a part of the 
record. I want to congratulate you on a very fine statement. 

Mrs. Porter. Thank you. We appreciate the opportunity to appear 
before your committee. 


(The material referred to follows :) 



















Exnurstr * 


AMERICAN NurRSES’ ASSOCIATION—Spot CHECK OF CURRENT HospPITAL NURSING, 
JANUARY 1951 










(Summary of all data received by February 16, 1951. A preliminary summary 


was included in the statement for the Wage Stabilization Board, February 6, 
1951) 











To procure current data on the supply-distribution situation, the ANA head- 
quarters economic security unit in January 1951, sent questionnaires to directors 
of nurses in 65 non-Federal general hospitals throughout the country. Hospitals 
in the 34 cities used in the United States Bureau of Labor Statistics Consumers’ 
Price Index were selected. A tax-supported institution and a non-tax-supported 
institution were chosen in each city as far as possible. There were no tax- 
supported hospitals located in three of the cities so that questionnaires were sent 
to a total of 34 non-tax-supported hospitals and 31 tax-supported. Replies were 
received from 87 percent of the tax-supported institutions and from 79 percent 
of the non-tax-supported institutions. 

It is planned to repeat this spot check at regular intervals in order to follow 
the impact of mobilization. The excellent response from directors of nurses was 
gratifying. 

All institutions reporting, except one, indicated the number of registered nurses 
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on their staff today, the total being 9,051. In July 1950, these institutions had ey 
1,194 unfilled vacancies and today they have 1,382 unfilled vacancies (including bs 
50 new positions). Thus, a trend toward increasing vacancies and hence 3 
increased work loads in these civilian hospitals is indicated by this spot check. 4 

The directors of nurses were also asked to indicate the number of terminations 2 
since July 1, 1950, the anticipated terminations before February 28, 1951, and #2 
the reasons for these terminations. Although it is not possible to draw definite Es 
conclusions from the results procured, it was shown that directors of nurses a 
anticipated an increase in the percentage of terminations due to employees aa 
entering the military or nonnursing employment, and a decrease in the percentage 4 


of terminations due to nurses becoming inactive. 

Results from the questionnaire revealed that there had been very little change 
in the proportion of time of professional nursing service performed by part-time 
RN’s between July 1, 1950, and today, and that the proportion of time of nursing 
service performed by practical nurses or auxiliary workers had not changed 
significantly during the same period. 

The spot check revealed that these directors of nurses considered the best 
sources of potential additional service to be new graduate RN’s and increased 
use of practical nurses and auxiliary help. 

Highty-one percent of the hospitals indicated that evening and night shifts 
were difficult to staff. Of those having difficulty, 77 percent pay premium pay 
for these shifts. Approximately three out of four hospitals stated that premium 


pay had had some effect in alleviating the problem of procuring evening and 
night-shift coverage. 
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Minimum salaries in effect in January 1951 ranged from $125 per month 
(44-hour week), plus room and meals, to $275 per month (40-hour week), with 
no maintenance. The lowest minimum cash salary paid to nurses who did not 
receive any maintenance in addition to their cash salary was $180 (44-hour 
week). One institution reported a minimum monthly cash salary of $177.67 
(48-hour week), plus the laundry of uniforms. 

The most commonly scheduled workweek in January 1951 was 44 hours, with 
46 percent of the institutions reporting indicating a 44-hour scheduled workweek, 
37 percent a 40-hour workweek, and 17 percent indicating a scheduled workweek 
in excess of 44 hours. It should also be noted that 42 percent of the institutions 
indicated that no extra compensation was paid for overtime work. Compen- 
satory time off or straight-time pay is granted for overtime work in 30 percent 
of the hospitals. Eight percent of the institutions indicated that they paid for 
overime work, with 4 percent paying at a rate less than the straight-time rate 
and the other 4 percent at a rate slightly above straight time but less than time 
and one-half. Payment for overtime work at the rate of time and one-half was 
reported by 13 percent of the institutions. Of the remaining 7 percent of the 
institutions, 5 percent reported paying overtime in the operating room only and 
the remainder stated that time and one-half off duty was allowed for overtime 
work. 

Returns from the questionnaire indicated that 59 percent of the hospitals had 
granted some salary increase since July 1, 1950. The cash increases granted 
ranged from $4 per month to $26.90 per month, with half of the institutions 
granting increases in the amount of $10 per month or less. The increases ranged 
from 2 to 14 percent with half of the increases granted being 5 percent or less. 


Exuistir Il 


Sarary Dara— TEACHERS, LIBRARIANS, DIETITIANS, FAcTORY WORKERS, AND OFFICE 
WorKERS (WOMEN) 


Teachers.—The estimated average salary for classroom teachers (elementary 
and secondary) for 1950-51 is $2,980 annually. (Source: National Education 
Association of the United States, research division, Advanced Estimates of Pub- 
lice Eelementary and Secondary Schools for the School Year 1950-51, issued No- 
vember 1950.) 

Librarians.—The average professional library employee received $3,050 a year 
in January 1949. (Source: United States Department of Labor, Monthly Labor 
Review, November 1949, p. 529.) 

Dietitians.—Hospital dietitians living outside hospital quarters received annual 
salaries averaging $2,970 in May 1949. (Source: United States Department of 
Labor, Monthly Labor Review, February 1950, p. 149.) 

Factory workers.—The average gross weekly earnings of production workers 
in March 1951 was $64.36. The factory workweek averaged 41 hours. (Source: 
U. S. Department of Labor, Bureau of Labor Statistics, Hours and Earnings, 
Preliminary Release, March 1951, released April 20, 1951.) 


Office workers (iwwomen) 








Clerks, general Stenographers, general 

City Date | Average Average Average Average 

weekly hourly weekly hourly 

salary rate ! salary rate | 
Oklahoma City__. : _..| February 1950_| $45. 00 $1.12 $43. 50 $1.09 
New York ok : ‘ .do-- ut 48.00 | 1. 20 47.00 | 1.17 
Milwaukee________. .......}| January 1950. 44. 50 | 1.11 42. 00 1. 05 
| RES ...--.--| February 1950_| 44.00 | 1. 10 42. 50 1. 06 
Indianapolis | January 1950. 45.00 | 1.12 | 44. 00 1.10 
Detroit acd 7 nova April 1950 51. 00 1. 27 50. 00 1. 25 
Chicago. ......................]' February 1950 49. 00 | 1, 22 48. 50 1. 21 
Boston... ae data January 1950__| 47.00 1.17 39. 50 .99 
Atlanta sickest ee et 42. 00 1.05 44.00 1.10 





! Hourly rate computed on the basis of a 40-hour week. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics: Salaries for Selected Office Occupations, 
mimeographed releases (preliminary). 
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AMERICAN NURSES’ ASSOCIATION—EcCONOMIc Securiry FOR NurseEs—F act Suery 


WHAT IS THE ANA? 





The American Nurses’ Association is a national professional membership asso- 
ciation of more than 175,000 registered nurses. Established in 1896, it now 
embraces members of district and State nurses’ associations in all 48 States, the 
District of Columbia, Hawaii, and Puerto Rico. 

The country enters a national emergency with a critical shortage of nurses 
To mobilize sufficient nursepower to meet increasing civilian and military needs 
the ANA is strengthening its four-point pregram : 

Eeonomiec security for nurses. 

Legal regulation of nursing. 
Distribution of nurses. 
Studies of nursing functions. 


Ps 





WHY ECONOMIC SECURITY ? 
Nurses need and deserve equitable compensation for the essential professional 
service they provide. 

The public is concerned because economic factors have a direct effect upon— 

Keeping sufficient nurses in active service. 

Attracting inactive nurses back to work. 
Recruiting qualified entrants to schools of nursing. 
Stabilizing nursing service in hospitals and other agencies. 
Maintaining on-the-job efficiency of all nurses. 
Conserving health and morale in the American nurse force. 














WHY IS ECONOMIC SECURITY URGENT 





NOW? 








Today our country is short 65,000 professional nurses for civilian needs alone 
Military requirements make this shortage even more alarming. The welfare of 
civilians and our Armed Forces is threatened. We must increase and conserve 
nursepower and safeguard the health, morale, and efficiency of every nurse. 





















WHAT IS BEHIND THE NURSE SHORTAGE? 
Staffs depleted by unfavorable salaries and conditions mean lowered care 
Standards. This destroys work satisfaction, the reward most valued by profes- 
sional workers. 

Long, uncontrolled workweeks jeopardize health, morale, efficiency. 

High turn-over rates produce waste, inefficiency, poor standards of care. 

Pay inadequate to cover necessary domestic assistance and unrealistic work 
schedules keep nurses with home responsibilities from practice. 

Lack of written agreements brings instability in service by fostering dissatis- 
faction, turn-over, and job insecurity. 

Substandard conditions hinder distribution of nurses to where they are most 
needed. . 

Split shifts lower efficiency, and bar nurses unable to accommodate. 

Recruitment suffers as nursing competes with occupations offering better pay 
and conditions. Teachers, dieticians, librarians, and other modest-income pro- 
fessionals fare better than nurses. Young office workers, with less preparation 
and responsibility, equal or better nurses’ earnings. Factory jobs, averaging $63 
per week, challenge nursing at $50, for which the nurse, unlike the factory worker, 
must work 44 hours. 















WHAT DOFRS THE PROGRAM ASK FOR NURSES? 


Salary increases to insure equitable living standards and just compensation 
for professional qualifications and responsibilities. 

A 5-day, 40-hour workweek protected by premium pay for overtime. 

Pay and promotion based on the job and professional competence, regardless of 
race, color, creed, sex, or marital status. 

Collective-bargaining agreements wherever applicable, with domocratic griev- 
ance machinery. 

Regular length-of-service and merit-pay increases. 

Paid vacations and sick leave, health service, social security, and supplementa! 
retirement plans. 
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Job security through protection against unfair dismissal, favoritism, and 
discrimination. 7 | 

Better labor legislation to protect nurses’ welfare and facilitate negotiations 
with employers. 

Elimination of split shifts, unpaid “on-call” time, and arbitrary shift rotation. 

Premium pay for unpopular shifts to encourage round-the-clock coverage. 


WHAT BENEFITS CAN THE PUBLIC EXPECT? 


Alleviation of the critical nurse shortage. 

Stabilization of nursing service over State-wide areas and in community 
agencies, 

More nursing care and better nursing care. 


HOW DOES THE NURSING PROFESSION PROVIDE CARE? 


Only through the personal services of individual nurses. All nursing resources 
are human resources—and nurses need adequate incomes and good working 
conditions just as all human beings do. 


THE NURSE CAN ACT 


Join the ANA through your district nurses’ association. 

Take part in district, State, and national programs. 

Help organize and support a State and district section for nurses in your special 
field. ; 

Vote for an active economic-security program in your State. 

Support the election of officers in whom you have confidence. 

Help adopt sound minimum-employment standards in your State section. 

Join with nurses where you are employed, elect an effective coordinating com- 
mittee, and request your State association to assist your group in securing 
improvements. 

Know what present conditions are, what improvements your group wishes, and 
why. 

Utilize the collective strength of your association by standing courageously 
for policies and goals voted by the majority. 

Inform everyone you know about what your association is doing. 

Win friends for your profession and its objectives. 

Stand with the American Nurses’ Association so it can stand by you. 


THE PUBLIC CAN ACT 


Community leaders, call for action now to establish conditions that will keep 
an adequate, high-quality nurse force serving in your local agencies. 

Civic groups and clubs, work with the nurses’ association in your locality, 
inform your members of what good nursing means to public welfare, and 
mobilize their support for needed reforms. 

Parents, investigate health facilities on which your family must depend, and 
insist on improved standards that will attract and hold qualified nurses to 
serve you. 

Editors, radio and video directors, print, air, and televise the facts about 
nursing and expose problems that need solution in the public interest. 

Physicians, protect your high standards of medical practice and your patients 
by supporting the nursing profession’s program for economic security. 

Hospital trustees, insist on enlightened, efficient management and policies that 
guarantee constructive employer-employee relations. 

Employers, maintain stabilized, high-quality service by negotiating mutually 
satisfactory agreements with the designated representative of your nurse em- 
ployees. 

Your health—even your life—may depend on good nursing care. Make sure 
that the best health facilities are available in your community. 


WHAT IS THE ANA ECONOMIC SECURITY PROGRAM ? 


It is a broad, long-range program enabling nurses to designate their pro- 
fessional association as their official agent to obtain improvements in salaries, 
hours, and other work conditions. It seeks satisfactory conditions today and 
reasonable security for tomorrow. 
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HOW DOES THE PROGRAM WORK? 


“oe 







Collective technics replace ineffective individualistic attempts. Nurses may 
assign bargaining rights to their State association. Then when a group wishes 
assistance, the association acts as its bona fide representative, using the specific 
action best suited to the particular work situation. 

Collective-bargaining negotiations to obtain signed contracts, with effective 
grievance machinery, may be conducted for nurses in hospitals, industry, publi: 
health agencies, other institutions. 

Briefs substantiating nurses’ requests may be presented to State, county, and 
municipal bodies which establish employment terms for nurses in governmental 
agencies. The association supports the nurses’ case at hearings and mobilizes 
public support. 

Private duty nurses may obtain association help in establishing desired fees 
and conditions, operating democratic professional registries, and promoting 
retirement plans, professional liability insurance, and other benefits. 

ANA and SNA’s work for desirable Federal and State labor legislation, socia! 
security benefits, Federal wage stabilization policies, and provisions for Fed 
eral service and Armed Forces nurses. 

In the ANA program, 175,000 nurses work to achieve gains the individual nurse 
cannot obtain alone. 
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DOES THE ANA PROGRAM USE STRIKES? 


_No. ANA official policy affirms nurses’ voluntary relinquishment of the right 

to strike or use of any measure inconsistent with responsibility to patients. 
ANA insists that this voluntary no-strike guarantee obligates employers to 

recognize and deal justly with nurses through their authorized representatives. 















IS THE ANA PROGRAM ANTIUNION? 








No. The ANA is not in business to fight any group. It fights only conditions 
that need correction. As a professional association, ANA conducts a positive 
campaign for economic improvements as one major activity in its broad profes- 
sional program. 


HOW DID THE PROGRAM BEGIN? 


By vote of the ANA house of delegates in 1946. Since then, individual State 
nurses’ associations, upon vote of their members, have set up facilities to imple- 
ment their programs. In these States, each nurse has the opportunity to desig- 
nate the association as her authorized spokesman and agent. 
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WHAT ARE PRESENT PAY AND HOURS? 
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Salaries vary between areas. A spot check in 34 United States cities in 
January 1951, revealed the minimum cash salary for nurses in the majority 
of hospitals checked is $50 per week or less. 

Most commonly scheduled workweek in institutions checked is 44 hours. 
Over 10 percent schedule 48 hours. 
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ARE NURSES PAID FOR OVERTIME? 








me 

Over 40 percent of these hospitals provide no overtime compensation. Only - 
one-third grant compensatory time-off or straight-time pay for overtime. Less Be 
than 15 percent pay time and one-half. Ee 
WHAT GAINS HAVE BEEN MADE? bs 

Four SNA’s have signed agreements on behalf of nurse groups, establishing “ 
terms and effective grievance machinery. Over two-thirds of ANA’s members Bo 
as 


now have an economic security program in their home State. 

The hospital workweek has been shortened from a national average of 48 hours 
in 1946, to 44 hours in 1951. 

Social Security Act amendments obtained in 1950 extend benefits to private 
duty and many other nurses. Nurses in nonprofit institutions can benefit if 
their employers and two-thirds of the employees voluntarily accept coverage. 

Much remains to be done, but progress is evident. For example, in Minnesota 
two-thirds of all general duty nurses work with the security of a written contract. 
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The ANA calls on all nurses and all citizens to support its campaign to relieve 
ibe nursing shortage. 

The American public demands good nursing service. Better working condi- 
tions for nurses will help you, when you need nursing care. 


PLATFORM FOR THE AMERICAN NURSES’ ASSOCIATION 
[Reprinted from the American Journal of Nursing, Vol. 50, No. 7, July 1950) 
PROVIDING HEALTH PROTECTION FOR THE AMERICAN PEOPLE 


1. Participate actively with allied groups to meet the health needs of the 
country, and particularly the needs for nursing care. 

2. Establish national organizational structure for effective action in nursing. 

3. Continue to plan with the National Security Resources Board for health 
care in times of emergency. 

4. Promote nursing in prepaid health and’ medical-care plans. 

5. Support accreditation of programs in nursing education by the profession 
to protect the nursing student and the public. 

6. Promote State licensure for all who nurse for hire. 

7. Increase the supply of compentent nursing personnel through such measures 
as improved recruitment of students, improved and extended educational pro- 
grams, professional counseling and placement. 


AIDING NURSES TO BECOME MORE EFFECTIVE AND MORE SECURE MEMBERS OF THEIR 
PROFESSION 


8. Promote Federal, State, and local financial aid for the improvement of 
schools of nursing, for scholarship aid, and for research in nursing. 

9. Improve working conditions which directly affect the recruitment and 
efficiency of nursing personnel through strengthening economic security pro- 
grams, using group techniques including collective bargaining and supporting 
desirable labor legislation affecting nurses. 

10. Promote a wider use by nurses themselves of voluntary insurance plans, 
and support the extension of Federal social-security benefits to all nurses. 

11. Promote full participation of minority groups in association activities, and 
eliminate discrimination in job opportunities, salaries, and other working con- 
ditions. 


ACHIEVING BETTER HEALTH CARE FOR THE PEOPLES OF THE WORLD 


12. Promote international exchange of students and teachers of nursing, and 
support programs for displaced persons in the nursing profession. 

13. Cooperate in the development of professional nursing in the Americas. 

14. Support the United Nations and its specialized agencies, particularly the 
World Health Organization through the International Council of Nurses. 

The Cuarrman. The next witness is Mr. Charles C. Freed, chairman 
of the Public Affairs Committee of the National Automobile Dealers 
Association. 


Will you come forward, and identify yourself, please? 


STATEMENT OF CHARLES C. FREED, CHAIRMAN OF THE PUBLIC 
AFFAIRS COMMITTEE OF THE NATIONAL AUTOMOBILE DEALERS 
ASSOCIATION 


Mr. Freep. Mr. Chairman and members of the committee, my name 
is Charles C. Freed. I am a De Soto-Plymouth dealer in Salt Lake 
City, Utah, and I appear at this hearing in my capacity as chairman of 
the Public Affairs Committee of the National Automobile Dealers 
Association. This association, with a membership of approximately 
34,000, represents the new-car and new-truck dealers of the United 
States. The National Automobile Dealers Association is one of the 
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world’s largest associations of retail merchants and its members sell 
approximately 99 percent of all new cars and about 80 percent of the 
used cars sold in this country. Four out of five of the dealers who com- 
prise membership in NADA sell less than 100 new cars a year, and 
therefore I am here as a spokesman for a large group of representative 
small-business men. 

It is indeed gratifying—and indicative of our democratic way of 
life—to be able to appear here today. Not only the automobile dealer, 
but the entire country, owes a full measure of gratitude to this and 
similar congressional committees who will hear voices raised from 
every segment of American life before considering the enactment into 
law of measures and amendments which could drastically change our 
way of living and our long-established method of operating our busi- 
nesses. We appreciate this opportunity and are deeply aware that our 
appearance today is embodied in a magnificent princple that can exist 
only in a Republic such as ours. 

We appreciate that the problems which this Congress, and this com- 
mittee in particular, face are of the greatest magnitude. On the one 
hand, our country must be preserved by the rapid expansion of our 
resources, our production, and our military strength. On the other 
hand, our principles of living, of doing business, demand that our 
free-enterprise system remain strong. 

In a land dedicated to the complete freedom of the individual, it is 
natural to view controls over prices, wages, and credit with alarm. 
We cannot help but wonder how necessary these controls are. As we 
read of those events which shaped history in foreign lands, particu- 
larly in those countries which have or have had totalitarian govern- 
ments, it is our natural tendency as Americans to view any threat of 
regimented socialism with the greatest skepticism and with a feeling 
of great and personal loss. The small-business man like myself feels 
his own intitiative seriously jeopardized, if not actually taken away 
from him entirely, as the hatching hands of controls tighten his 
every day business activities. 

If we are fighting a war to preserve free enterprise, let us preserve 
all of the characteristics of free enterprise. Is it consistent—is it 
necessary—that the freedom of the American people be sacrificed to 
secure freedom for people elsewhere in the world? 

It is our belief that the people of this country look to Congress for 
continual protection against any threat to our free-enterprise system. 

Congress can give the American people reassurance of this protec- 
tion by limiting any modified Defense Production Act to a term of 
1 year and by providing also for its termination at any time before 
then by a majority vote in either House. 

As businessmen who made sacrifices to keep our people mobile dur- 
ing World War II, the automobile dealers of this country stand ready 
to comply willingly with every necessary demand made upon us during 
the present emergency. We do not presume to question the extent of 
the national peril; we are not in a position to know the seriousness 
of our world position. We have in the past, and we will in the future, 
leave the defense problems and their decision to the Congress and to 
our military leaders. You know far better than anyone else what is 
needed to make America strong and virile. 

Senator Freer. Mr. Freed, may I ask a question? 
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Would you like to have this full statement put in the record, and 
vou highlight the parts of it which you feel are important 
“ Mr. Freep. Yes; I would, Senator. 

The CuHamman. Without objection, the statement will be made a 
part of the record, and Mr. Freed may proceed, 

Senator Ives. I am wondering if the statement in its entirety could 
be placed in the record at this point, preceding Mr. Freed’s remarks, 
and then when we go on to those portions you are going to state extem- 
poraneously, we will have had an opportunity to examine the state- 
ment first. 

The CuarrMan. It will be made a part of the record at this point. 

(The statement of Mr. Freed follows :) 


STATEMENT OF CHARLES C. FREED, NATIONAL AUTOMOBILE DEALERS ASSOCIATION 


Mr. Chairman and members of the committee, my name is Charles C. Freed. 
Iam a‘De Soto-Plymouth dealer in Salt Lake City, Utah, and I appear at this 
hearing in my capacity as chairman of the public affairs committee of the Na- 
tional Automobile Dealers Association. This association, with a membership 
of approximately 34,000, represents the new-car and new-truck dealers of the 
United States. The National Automobile Dealers Association is one of the 
world’s largest associations of retail merchants and its members sell approxi- 
mately 90 percent of all new cars and about S80 percent of the used cars sold in 
this country. Four out of five of the dealers who comprise membership in 
NADA sell less than 100 new cars a vear, and therefore I am here as a spokesman 
for a large group of representative small-business men. 

It is indeed gratifving—and indicative of our democratic way of life—to be 
able to appear here today. Not only the automobile dealer, but the entire country 
owes a full measure of gratitude to this and similar congressional committees 
who will hear voices raised from every segment of American life before consid- 
ering the enactment into law of measures and amendments which could dras- 
tically change our way of living and our long-established method of operating our 
businesses. We appreciate this opportunity and are deeply aware that our ap- 
pearance today is embodied in a magnificent principle that can exist only in a 
republic such as ours. 

We appreciate that the problems which this Congress, and this committee in 
particular, face are of the greatest magnitude. On the one hand our country 
must be preserved by the rapid expansion of our resources, our production, and 
our military strength. On the other hand, our principles of living, of doing 
business, demand that our free-enterprise system remain strong. 

In a land dedicated to the complete freedom of the individual, it is natural 
to view controls over prices, wages, and credit with alarm. We cannot help 
but wonder how necessary these controls are. As we read of those events 
which shaped history in foreign lands, particularly in those countries which 
have or have had totalitarian governments, it is our natural tendency as Ameri- 
cans to view any threat of regimented socialism with the greatest skepticism 
and with a feeling of great and personal loss. The small-business man like my- 
self feels his own initiative seriously jeopardized, if not actually taken away from 
him entirely, as the clutching hands of controls tighten his everyday business 
activities. 

If we are fighting a war to preserve free enterprise, let us preserve all of the 
characteristics of free enterprise. Is it consistent, is it necessary, that the 
freedom of the American people be sacrificed to secure freedom for people else- 
where in the world? 

It is our belief that the people of this country look to Congress for continual 
protection against any threat to our free-enterprise system. 

Congress can give the American people reassurance of this protection by limit- 
ing any modified Defense Production Act to a term of 1 year and by providing 
also for its termination at any time before then by a majority vote in either 
House. 

As businessmen who made sacrifices to keep our people mobile during World 
War II, the automobile dealers of this country stand ready to comply willingly 
with every necessary demand made upon us during the present emergency. 
We do not presume to question the extent of the national peril; we are not in 
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a position to know the seriousness of our world position. We have in the past, 
and we will in the future, leave the defense problems and their decisions to the 
Congress and to our military leaders. You know far better than anyone else 
what is needed to make America strong and virile. 

We automobile dealers are close to the people of this country due to our 
everyday contacts with them and I believe we know some of the problems which 
are of major concern to many people at the moment. Therefore, we are in a 
position to point out several circumstances that have come about as a result of the 
administration of the Defense Production Act of 1950 and which, we feel, merit 
the close attention of this committee. eS 

The ink had hardly become dry on the~Defense Production Act of 1950 when 
the Federal Reserve Board moved in and invoked credit controls of one-third 
down and 21 months to pay the balance on the purchases of new and used auto 
mobiles. This regulation was imposed without prior consultation with indus- 
tries affected as prescribed in the law. Only 344 weeks later and with less 
than a month’s experience, the Federal Reserve Board announced an amend 
ment to this regulation which reduced the time allowed to a maximum of 15 
months. This immediately and seriously impaired the ability of the working- 
man to purchase essential transportation. On many occasions we have reported 
this condition to the Federal Reserve Board and have asked relief in the interest 
of the lower-income groups who are denied efficient, adequate transportation 
as a result of this regulation, but without any success. 

Let me point out some of the shortcomings of regulation W. 


Regulation W fails to take into full consideration that the automobile is an 
essential commodity 


Many factors have brought about a situation in which the average American 
wage earner finds that he cannot carry on defense or other work without adequate 
and dependable transportation—transportation which can only be provided by 
the automobile. Americans have moved from crowded cities to spacious suburbs; 
industries have been decentralized. Survey after survey conducted during 
World War II showed that a high percentage of war workers employed at that 
time depended on the automobile for transportation. One survey conducted in 
749 war plants showed that 75 percent of the employees drove to jobs in 
automobiles. 

Seventy-four percent of all urban transportation is by passenger cars. Seventy- 
four perecent of all trips taken by automobiles are for the purpose of trans- 
portation to and from work or for essential shopping. ‘There are 2,074 cities in 
this country which do not have public transit systems and in those areas which 
depend on busses, the transit system is operating near capacity. The essen- 
tiality of the automobile cannot be denied nor questioned. 

As of January 1, 1951, there were nearly 40,000,000 passenger cars registered. 
Approximately one-half of these automobiles were built prior to World War II 
and already have been driven an average of approximately 80,000 miles each. 
Let us remember that the lower priced makes have furnished the majority of 
the lower income groups with transportation. There are about 11,000,000 lower 
priced prewar cars on the road today—54.4 percent of the total prewar car 
population. There are no middle-aged used cars because automobile production 
was completely stopped from 1942 to 1946. Thus it becomes apparent that a real 
problem exists because the wage earners who operate these 11 million prewar 
cars cannot replace them with middle-aged used cars; they cannot afford to buy 
postwar cars, because of regulation W. It was said by the Chairman of the 
Board of Governors of the Federal Reserve System, Mr. Martin, before this 
committee early in May, that used cars could take care of essential transporta- 
tion for defense workers. Unfortunately, no such easy solution is possible be- 
cause, I repeat, there are no middle-aged cars. We believe that it is of the utmost 
importance to make postwar cars available to the Nation’s workers for dependable 
and adequate transportation. 





Regulation W adds to our safety problems 


Never in the history of our country have there been so many old vehicles 
using our streets and highways. The tendency of many owners of these older 
vehicles is to neglect or put off necessary repairs to parts affecting safe vehicle 
operation with the hope that they will get by until they can purchase a new or 
later model used car. ; 

Not only are these automobiles the cause of accidents, but they are the cause 
of many absences and serious delays for the Nation’s defense workers. 
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Because of the limitations placed on buying new cars under regulation W, 
the large percentage of old cars being operated in an unsafe condition cannot 
pe replaced with new ones or late model used cars because of the unnecessarily 
high payments required from the average wage earner. These older cars thus 
become an increasing potential cause of traffic accidents and a deterrent to the 
defense effort with the needless loss of manpower and essential transportation 
facilities. 


Regulation W is discriminatory 


We believe that regulation W discriminates in two ways. First of all, the 
automobile is singled out among all other products—all other items which are 
sold on a credit basis—to bear the brunt of credit controls in a manner which 
is far out of proportion. Second, the automobile purchaser is denied the right 
to buy essential transportation by the same controls which cover items far less 
costly and far less essential. The automobile was among the first products to 
be controlled—by both regulation W and by price controls. On October 1, 1950, 
the Federal Reserve Board reported that consumer credit totaled $19,329 million. 
After 6 months of operating under regulation W, at the end of March 1951, the 
total was $19,375 million. In these 6 months consumer credit increased $46 
million. On October 1, 1950, installment credit for automobiles amounted to 
$4,213 million. At the end of March 1951 this figure had dropped to $3,942 
million—a drop of $271 million. We think it is important to examine the Federal 
Reserve Board’s analysis of other installment credit. On October 1, 1950, there 
was $3,645 million on the books for other commodities than the automobile. At 
the end of March 1951 there was a total of $3,437 million. This, gentlemen, is 
a drop of $208 million. In the same period of time—t months—automobile 
installment credits dropped $271 million. 

These figures show us that millions of Americans who need dependable 
transportation are forced to keep their prewar cars or to purchase other prewar 
ears. Our customers tell us that they do not want just cars—they need good, 
efficient transportation. When credit regulations make it impossible for the 
defense worker and other workers to buy this transportation they can feel the 
sting of discrimination. 


Regulation W creates class buying 


We might all ask, Whom does regulation W affect? On whom are the credit 
curbs placed? The answer to these questions make it apparent that we have 
class buying. The wage earner, the defense worker, all workers, are forced to 
give up all hope of purchasing a new car or a late-model used car while his more 
fortunate neighbors have purchased new vehicles and traded in automobiles which 
were often less than a year old. 

The Department of Commerce figures show that the inventories of dealers 
throughout the country climbed steadily during the past few months. The auto- 
motive dealers’ total at the end of March 1951, was $2,596 million compared 
with $1,756 million on the same date in 1950. In one month, March 1951, dealer 
inventories were reported by the Department of Commerce to have climbed 
$300 million, which was one-half of the total amount of inventory increases 
reported in the month for all durable products. 

Although dealers have this constantly increasing inventory, workers cannot 
purchase these automobiles under the present stringent terms of regulation W. 
The Department of Labor’s Bureau of Statistics have shown us that the average 
salary of the workingman in this country is in the neighborhood of $275 a month. 
It is obviously impossible for a man earning this salary to accumulate enough 
money to pay $667 as a down payment on an automobile costing $2,000, and then 
pay $104 in 15 monthly installments. It simply cannot be done. These workers 
could buy good, postwar model cars by trading in their prewar cars and 
investing a portion of their savings in the purchase if the monthly payments were 
within their reach. 


Regulation W fails to take different price ranges into consideration 


It is obvious to us all that it is more difficult to meet the monthly payments 
on a $1,200 or $1,500 automobile than it is to meet the monthly payments for a 
less essential commodity costing $200 or $300. The present terms of regulation W 
provide a 15 months’ limitation on both purchases. The Government recognizes 
cost differentials when it allows 15 or 20 years for a home purchaser to pay 
for his house and lot. The Federal Reserve Board has refused to recognize this 
situation when it will not take the wide differences in commodity costs into 
consideration. However, at one time the Federal Reserve Board did recognize 
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cost differentials in their World War II regulations by allowing 18 months 
for balances over $1,000 and 15 months for balances on automobiles under $1,000, 
We submit, gentlemen, that serious consideration of this matter leads us to 
believe that more realistic controls are necessary—if controls are actually 
essential at all. 

Members of the National Automobile Dealers Association operate businesses 
in every section of this country. For example, because of the distances involved 
between Detroit and the West or other distant States, prices vary due to 
the long haul transportation costs, and, the hardships placed on the purchaser 
who lives farther away from Detroit are relatively greater. Under regulation 
W it is difficult for the resident of Detroit to buy an automobile; it is even more 
difficult for a resident of California, Arizona, or the State of Washington, 


Regulation W fails to curd inflation 


Last August when the Federal Reserve Board first announced regulation W 
it was said that this regulation would curb inflation and at the same time 
cut down on the use of vital war materials. Later when the National Production 
Authority adopted its allocation and control materials plans to cut down or 
the use of steel, copper, and other metals it became apparent that regulation W 
could be operating only to curb inflation. We have already shown that in 6 
months operation under regulation W that the total amount of consumer credit 
on the books in this country increased. We know that regulation W and other 
circumstances forced many buyers to dig down into savings lying idle in 
banks and in bonds—or to borrow—to make purchases prematurely, and, thus 
millions of dollars were brought into action. Would not the use of savings have 
had exactly the same effect inflationwise as an equivalent amount of consumer 
eredit would have had? Isn't the very small increase, proportionately, in tlie 
total money supply which unrestricted use of consumer credit would have 
brought about, almost insignificant from the inflationary point of view? The 
Federal Reserve Board’s own reports indicate that at the end of 1950 install. 
ment sales credit outstanding was only 3.73 percent of the total disposable per 
sonal income. In 1940 it was 4.73 percent. Of this portion of installment sales 
credit outstanding only 1.95 percent applied to automobiles. In other words, 
gentlemen, less than 2 cents out of over dollar for installment sales credit can be 
considered as a result of automobile purchases. Such a small percentage of the 
total disposable income would have an inconsequential effect on inflation. 

There are those who contend that the prices of automobiles would rise with 
out credit controls. They overlook the fact that automobile prices are frozen 
under the current OPS rulings. 


Reaulation W threatens individual liberties 

Individual liberties are involved when man’s ability to purchase needed trans 
portation is taken from him. It is our hope that this congressional committee 
and this Congress will take every step possible to guard individual liberties 
for which our forefathers gave so much. It is our feeling that this Congress is 
our bulwark against socialistic tendencies which creep into our economy. We, 
therefore, urge this committee to limit the powers it gives to the administra- 
tion of its laws. 

We ask this committee to amend the Defense Production Act of 1950 and 
I might say we have tried to be realistic, not traders in this, and ask for some- 
thing that we think is reasonable for all concerned if any controls are neces 
sary. This amendment is as follows: 

1. That the down payment required on the purchase of a new or used 
automobile shall not exceed 3314 percent of the cash purchase price. 

2. That the number of months allowable for the payment of the balance 
shall not be less than 18 months. 

What we are asking here is simply a “ceiling” of 3314 percent of the cash 
purchase price as a down payment, and a “floor” of at least 18 months for pay- 
ment of the balance due on automobile installment purchases, 

Our experience in dealing with literally hundreds of thousands of prospective 
purchasers is that 18 months represents an absolute minimum number of months 
required. We know that many, if not most, defense workers in some sections 
of the country really need even 3 to 6 months more than the minimum we are 
requesting. Thirty-three and one-third percent down, and 18 months to pay the 
balance are conservative terms for an essential product which to most purchasers 
represents a major investment. 

We earnestly believe that this request is justified because the present terms of 
regulation W are as drastic, as harsh to the wage earner, as those imposed in 
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World War II when no new cars whatever were produced and when there was a 
distinctive shortage of used cars and this Nation was engaged in a total war. 

As I stated earlier, we do not presume to advise your committee whether or not 
the continuance of temporary controls over our economy is necessary. Fortu- 
nately and properly, you have access to confidential information from the Defense 
Department and other Government sources, which naturally is not available to 
us. We have confidence in your final judgment in guiding the Nation and our 
national economy during these perilous times, and realize the complexity of the 
problems involved in reaching broad policy decisions. 

You made it clear when you enacted the Defense Production Act of 1950 and 
we are confident you are equally determined now, as you study proposed amend- 
ments to that basic law, that all necessary controls should be administered as 
fairly and equitably as possible and with a minimum of disturbance to normal 
industry practices. That, gentlemen, is all we ask. 

We certainly do not believe it was the intention of Congress to allow a manu- 
facturer to increase prices to cover increased costs, but not to allow the retailer 
this same privilege. Even so, that is exactly what the Office of Price Stabiliza- 
tion did on March 1, when it granted all passenger-car manufacturers a 3.5-per- 
cent inerease in their ceiling prices on new automobiles, and, 6 days later, per- 
mitted the Nation’s automobile dealers to pass along only the exact dollars-and- 
cents amount of this increase. This action reduced the dealer’s historic discount 
and, we believe, was directly contrary to the intent of the Congress that the 
imposition of price control should not disrupt prevailing customs and practices 
within a given industry. 

The effects of this action have been, and are now, so serious that they merit 
your most careful consideration. 

To realize the effects of this action on the Nation’s automobile dealers, it is 
necessary to understand how our industry operates since it differs in several 
respects from other retail businesses. Unlike most retailers, who establish their 
prices on a flexible basis so as to cover their costs of doing business and their 
margin of profit, automobile dealers are subject to a fixed percentage discount 
from the manufacturer’s established list prices. Obivously, this does not permit 
the same flexibility enjoyed by other retailers. Moreover, as you know, we sell 
and service only one product, the automobile, and we have only one supplier for 
that product. Unlike many retailers, we cannot absorb a reduction in the. price of 
one product and then make it up on another. 

In view of these facts, it was a particular hardship wpon the Nation’s auto- 
mobile dealers when the Office of Price Stabilization established a precedent, with 
the dealers as its target, by reviving the first phase of the old cost absorption 
policy that originated back in the days of OPA. Moreover, this action accom- 
plished exactly what Congress prevented OPA from inflicting on the Nation’s 
automobile dealers early in 1946. OPS cut the historic dealer discount and 
thereby disrupted a normal and essential practice of our industry that dates back 
to the days of the horseless buggy. 

The members of your committee, who were Members of Congress back in 
1945 and 1946, when our country was just emerging from World War IT, require 
no assurance from me that the subject of the dealer’s historic discount and the 
dealer's need for its retention was explored thoroughly and completely then. 
The Price Administrator at that time, overlooked no evidence to support argu- 
ments that application of the cost absorption policy of OPA was warranted in 
the case of the Nation’s dealers. Their case for a reduction in the dealer discount 
was fully presented to your predecessors on this committee. But the evidence 
submitted by the dealers throughout our country through NADA was so over- 
whelming that Congress refused to permit the dealer’s historie discount to be 
disturbed. Congress saved the Nation’s dealers at that time for which we are 
eternally grateful. 

The historic dealer discount, preserved back in 1946, remained unchanged 
from that date until last March when OPS did exactly what Congress would 
not permit OPA to do. Not only did OPS arbitrarily cut the dealer’s discount 
but the ageney took this action without consultation with either Congress or 
our industry. OPS officials openly admitted their failure to consult with our 
industry in the statement of considerations accompanying the cut in dealer 
discount from which I quote: 

“Tnasmuch as there has not been sufficient time to make a comprehensive study 
of dealers’ margins and in view of the fact it is not yet possible to form an 
advisory committee for the purpose of consultation with respect to the role 
of these dealers in the program of price stabilization, the Director of Price 
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Stabilization has determined that this increase may be passed on by the dealer 
in the dollars-and-cents amount of the increase.” 

This action was taken on March 7, 1951, nearly three full months after the 
Office of Price Stabilization selected the automotive industry for the doubtfu! 
honor of being the first placed under price control. Ceiling Price Regulation 
No. 1 had been issued December 18, 1950, and applied to the prices of new pas 
senger automobiles at the manufacturers’ level. It is significant to note that 
this initial regulation rightly required the manufacturers to preserve their 
historic discount to dealers. However, less than 2 months later, OPS reversed 
itself and arbitrarily cut the dealer’s historic discount without consultation wit) 
the dealers or representatives of their trade association. 

It seems strange that the automobile industry should have been selected as 
the first target for price control and then nearly 5 months allowed to elapse 
before the formation by OPS of an advisory committee to represent the retai! 
automobile dealers. Although OPS didn’t find it possible to form an industry) 
advisory committee during that period, it took less than 3 months to arbitrarily 
cut the dealer’s discount before, by its own admission, it had time to study the 
dealer’s margin. Scores of other industry committees were formed and co: 
sulted with OPS officials during that period, but it was not until May 3 that the 
Retail Motor Vehicle Industry Advisory Committee was appointed and held its 
first meeting of 1 day here in Washington. 

Naturally, one of the first actions of the OPS Advisory Committee, when it 
was finally organized, was to pass a resolution calling for the immediate restora 
tion of the dealer’s historic discount. But no remedial action has been taken 
by OPS to date. Apparently, its own committee’s resolution and the direct 
appeals made to OPS officials by NADA officers and individual dealers are 
receiving scant attention. Because that is true, we must again appeal to 
Congress—this time to restore our historic discount, which was cut without prior 
consultation with our industry and, in our belief, contrary to the intent of the 
Defense Production Act of 1950. 

The discount-cut action requires that we collect from every new-car purchaser 
an additional amount of money and pass it on to the manufacturer. We must 
pass it along even before we collect—in some cases many weeks, even months, 
before it reaches us. That's true because manufacturers receive payment for 
their cars before they are delivered to the dealer, not after the dealer sells 
them to his customers. At the same time, we are also compelled to invest ou 
capital in manufacturer's excise taxes, which we cannot recover until we sel! 
the car at retail. Obviously, collecting and handling this additional money 
requires additional operating capital. This is especially burdensome at times 
when much of the dealer’s operating capital is frozen in new- and used-car 
inventories. 

In addition, we respectfully call your attention to the fact that many items 
of a dealer's expense increase in direct ratio to the selling price of the auto 
mobile that he handles. These include, among others, the salesmen’s com 
missions, insurance, interest, merchant's license fees, and occupational tax, 
inventory tax, and personal-property taxes. 

Nineteen hundred and fifty was a record year of production. Consequently, 
it was a good year for automobile dealers, just as it was for virtually all lines 
of retail business. However, it was a good year for dealers only in comparison 
with some previous years. A study made by the Accounting Corporation of 
America revealed that the average new-car dealer ranks thirty-eighth in per 
centage of net profits on gross volume of sales before income tax among the 40) 
trade groups that comprise about 75 percent of all business groups in the country. 

In addition, automobile dealers, along with most other retail merchants, have 
been experiencing greatly increased costs of doing business. The most recent and 
reliable statistics on the rapid rate at which dealers’ operating costs are climbing 
are included in the 1950 year-end business management survey made by our 
national association. In this survey, reports were received and compiled from 
more than 3,300 franchised car dealers, which revealed that the total expenses 
of dealers throughout 1950 were 14.9 percent greater than even the high levels 
which they reached in 1949. Moreover, a similar quarterly survey, which is cur- 
rently being completed, by NADA, will show a much larger increase in dealers’ 
expenses during the first quarter of this year over the corresponding period in 
1950. This upward trend is definitely shown on the basis of the reports already 
compiled. 

Unlike automobile manufacturers, who are turning to the production of defense 
products for our Armed Forces, the dealer has no such security for the future. 
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While the dollar-and-cents reduction per single car sold is small, in the face 
of decreasing automobile production and increasing operating expenses, this cut 
in our discount, if not restored promptly, is large enough to spell the difference 
between operating at a loss or a profit for many dealers. 

This discount is vital to our business and should not be kicked around at the 
whim of a Government agency or used only at its own convenience. On the one 
nand, OPS has denied the principle of the dealer’s historic discount but on the 
other it has recognized it. This was glaringly illustrated a few days ago when 
OPS required the dealer to use his historic discount in determining the price 
reduction to his customer resulting from the elimination of the spare tire. This 
inconsistency in promulgating and administering price regulations has had a most 
confusing and damaging effect on the operations of dealers. 

In addition to the immediate and potential financial effect on dealers, a vital 
principle is involved in the time-honored dealer discount. The years of effort, 
which have made it traditional, will be spent in vain if the unwarranted action of 
OPS is not rescinded. Congress recognized that fact less than 6 years ago. The 
same issue is at stake today. 

Moreover, if the action of OPS in slashing the dealer’s discount is permitted 
to go unchallenged by Congress, there is nothing to prevent the Office of Price 
Stabilization from cutting the percentage discounts or mark-ups of dealers and 
other retail sellers again and again. 

I have confined my statements relative to the revival by OPS of the old OPA 
cost absorption policy to its effects on automobile dealers primarily because as 
a dealer and the representative of all franchised dealers, I understand our prob- 
lems. But, we fully realize that all retailers whose profit margin is based on a 
percentage discount or mark-up will face similar burdens when and as OPS 
applies this same cost absorption formula to their sales. We were the first to be 
affected, but we will not be the last. 

I want to make it crystal clear that the Nation’s automobile dealers are 
not asking a special price concession and are willing to carry their full and 
equitable share of the defense burdens and of controls, if controls are necessary. 
The amendment covering one phase of OPS regulations, which we respectfully 
submit for your consideration, would apply to any retail seller operating on a 
percentage discount or a mark-up. Our amendment provides that price ceilings 
established for any retail seller whose margin of profit is normally determined 
by the application of a percentage discount or mark-up shall be designed to allow 
not less than the margin of profit as so determined which he received during the 
period of May 24, 1950, to June 24, 1950, inclusive. It is fair alike to all sellers 
and would be a safeguard against further discriminatory disruption of an indus- 
try’s long-established normal practices. 

To summarize briefly, we have pointed out that although we question some- 
what the need for extension of controls over our economy, we are fully cognizant 
of the fact that the Members of Congress are best qualified to make that important 
decision. We do recommend, however, that any extension of controls not exceed 
| year and that all such controls be removed at the earliest possible date con- 
sistent with our defense program and national welfare. 

Second, we have pointed out the need for two highly important amendments. 
One would make automobile credit terms more realistic and equitable and would 
enable many wage earners to purchase the dependable transportation which they 
need. The other would safeguard all retail sellers, who operate like dealers on a 
(liscount or mark-up basis, from the arbitrary disruption of their industry's 
normal practices. 

We submit that both amendments are vitally needed, and are in accord with 
the intent of Congress when the Defense Production Act of 1950 was enacted. 


Mr. Freep. Mr. Chairman, we want to conserve your time as much 
as possible, and because of the technicalities involved we have limited 
this, but I will have to read some of it to make my point. 

The Cuatrman. We will leave that to your discretion. 

Mr. Freep. Thank you very much 
_ The Cuamman. The thing you are most interested in—and I imag- 
ine the committee—will be the regulations. 

Mr. Freep. That is right; we want to discuss the two specific 
regulations and not the entire Defense Production Act. 

83762—51—pt. 3-9 
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We automobile dealers are close to the people of this country due 
to our everyday contacts with them, and ‘I believe we know some o{ 
the problems which are of major concern to many people at the momen 
Therefore, we are in a position to point out several circumstances that 
have come about as a result of the administration of the Defense 
Production Act of 1950 and which, we feel, merit the close attention 
of this committee. 

The ink had hardly become dry on the Defense Production Act of 
1950 when the Federal Reserve Board moved in and invoked credit 
controls of one-third down and 21 months to pay the balance on the 
purchases of new and used automobiles. This regulation was impose 
without prior consultation with industries affec ted as prescribed in the 
law. Only 314 weeks later, and with less than a month’s experience, 
the Federal Reserve Board announced an amendment to this regula- 
tion which reduced the time allowed to a maximum of 15 months. 
This immediately and seriously impaired the ability of the working 
man to purchase essential transportation. On many occasions we 
have reported this condition to the Federal Reserve Board and have 
asked relief in the interest of the lower-income groups who are denie: 
eflicient, adequate transportation as a result of this regulation, but 
without any success, 

Let me point out some of the shortcomings of regulation W: 

Regulation W fails to take into full consideration that the automo- 
bile is an essential commodity. Many factors have brought about a 
situation in which the average American wage earner finds that he 
cannot carry on defense or other work without adequate and depend- 
able transportation—transportation which can only be provided by 
the automobile. Americans have moved from crowded cities to spa- 
cious suburbs; industries have been decentralized. Survey after sur- 
vey conducted during World War II showed that a high percentage 
of war workers employed at that time depended on the automobile for 
transportation. One survey conducted in 749 war plants showed 
that 75 percent of the employees drove to jobs in automobiles, 

Seventy-four percent of all urban transportation is by passenger 
cars: 75 percent of all trips taken by automobiles to and from work or 
for essential shopping. There are 2,074 cities in this country which 
do not have public transit systems and in those areas which depend 
on busses, the transit system is operating near capacity. The essen- 
tiality of the automobile cannot be denied nor questioned. 

As of January 1, 1951, there were nearly 40 million passenger cars 
registered. Approxim: ately one-half of these automobiles were built 
prior to World War II and already have been driven an average of 
approximately 80,000 miles each. Let us remember that the lower- 
priced makes have furnished the, majority of the lower-income groups 
with transportation. There are about 11 million lower-priced pre- 
war cars on the road today, 54.4 ceeail of the total prewar car popu- 
lation. There are no middle-aged used cars because automobile pro- 
duction was completely stopped from 1942 to 1946, Thus it becomes 
apparent that a real problem exists because the wage earners who op- 
erate these 11 million prewar cars cannot replace them with middle- 
aged used cars; they cannot afford to buy postwar cars, because of reg- 
ulation W. 

It was said by the Chairman of the Board of Governors of the Fed- 
eral Reserve System, Mr. Martin, before this committee early in May, 
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that used cars could take care of essential transportation for defense 
workers. Unfortunately, no such easy solution is possible because, 
| repeat, there are no middle-aged cars. We believe that it is of the 
utmost importance to make postwar cars available to the Nation’s 
workers for dependable and adequate transportation. 

Regulation W adds to our safety problems. 

Never in the history of our country have there been so many okl 
vehicles using our streets and highways. The tendency of many 
owners of these older vehicles is to neglect or put off necessary repairs 
to parts affecting safe vehicle operation with the hope that they will 
“oet by” until they can purchase a new or later model used car. 

Not only are these automobiles the cause of accidents, but they are 
the cause of many absences and serious delays for the Nation’s defense 
workers. 

Because of the limitations placed on buying new cars under regula- 
tion W, the large percentage of old cars being operated in an unsafe 
condition cannot be replaced with new ones or later model used cars 
because of the unnecessarily high payments required from the average 
wage earner. These older cars thus become an increasing potential 
cause of traflic accidents and a deterrent to the defense effort with 
needless loss of manpower and essential transportation facilities. 

Regulation W is discriminatory. We believe that regulation W 
discriminates in two ways. First of all, the automobile is singled 
out among all other products, all other items which are sold on a 
credit basis, to bear the brunt of credit controls in a manner which is 
far out of proportion. Second, the automobile purchaser is denied 
the right to buy essential transportation by the same controls which 
cover items far less costly and far less essential. The automobile was 
smong the first products to be controlled—by both regulation W and 
by price controls. On October 1 of 1950, the Federal Reserve Board 
reported that consumer credit totaled $19.329 billion. After 6 months 
of operating under regulation W, at the end of March 1951, the total 
was $19.375 billion. In these 6 months consumer credit increased 
$46 million. On October 1, 1950, installment credit for automobiles 
amounted to $4.213 billion. At the end of March 1951 this figure had 
dropped to $3.942 billion—a drop of $271 million. 

We think it is important to examine the Federal Reserve Board’s 
analysis of other installment credit : 

On October 1, 1950, there was $3.645 billion on the books for other 
commodities than the automobile. At the end of March 1951, there 
was a total of $3.437 billion. This, gentlemen, is a drop of $208 
million. Inthe same period of time, 6 months, automobile installment 
credit dropped $271 million. 

These figures show us that millions of Americans who need dependa- 
ble transportation are forced to keep their prewar cars or to purchase 
other prewar cars. Our customers tell us that they do not want just 
cars—they need good, efficient transportation. When credit regula- 
tions make it impossible for the defense worker and other workers to 
buy this transportation they can feel the sting of discrimination. 

Regulation W creates class buying. We might all ask, whom does 
regulation W affect? On whom are the credit curbs placed? The 
answer to these questions make it apparent that we have class buying. 
lhe wage earner, the defense worker, all workers, are forced to give up 
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all hope of purchasing a new car or a late model used car while hi 5 
more fortunate neighbors have purchased new vehicles and traded- 
automobiles which were often less than a year old. 

The Department of Commerce figures show that the inventories o{ 
dealers throughout the country climbed steadily during the past few 
months. The automotive dealers’ total at the end of March 1951 was 
$2.596 billion compared with $1.756 billion on the same date in 1950. 
In 1 month, March 1951, dealer inventories were reported by the 
Department of Commerce to have “tlimbed $300 million, which was 
one-half of the total amount of inventory increases reported in the 
month for all durable products. 

Although dealers have this constantly increasing inventory, worker. 
cannot purchase these automobiles under the present stringent term 
of regulation W. The Department of Labor’s Bureau of Statistics 
have shown us that the average salary of the working man in this 
country is in the neighborhood of $275 a month. It is obvious ly 
impossible for a man earning this salary to accumulate enough money 
to pay $667 as a down payment on an automobile costing $2,000 and 
then pay $104 in 15 monthly installments. It simply cannot be done. 
These workers could buy good, postwar model cars by trading in their 
prewar cars and investing a portion of their savings in the purchase 

if the monthly payments were within their reach. 

Regulation W fails to take different price ranges into consideration. 
It is obvious to us all that it is more difficult to meet the monthly pay 
ments on a $1,200 or $1,500 automobile than it is to meet the month|; 
payments for a less essential commodity costing $200 or $300. The 
present terms of regulation W provide a 15 months limitation on both 
purchases. The Government recognizes cost differentials when it 
allows 15 or 20 years for a home pure chaser to pay for his house and lot. 
The Federal Reserve Board has refused to recognize this situation 
when it will not take the wide differences in commodity costs into 
consideration. However, at one time the Federal Reserve Board did 
recognize cost differentials in their World War II regulations }) 
allowing 18 months for balances over $1,000 and 15 months for bal- 
ances on automobiles under $1,000. We submit, gentlemen, that 
serious consideration of this matter leads us to believe that more 
realistic controls are necessary—if controls are actually essential at all. 

Senator Scuorrret. What has been your experience with regulation 
W within the last 3 months on the used-car market ? 

I am talking now of the legitimate used-car market. 

Mr. Freep. Well, Senator ‘Schoeppel, in our particular case, in Salt 
Lake City, our inventory has increased just exactly 100 percent since 
February ‘ 29, through the end of April, and that condition I would 

say is not at all unusual throughout the United States, and is partici 
lar ly the case in all postwar used cars. 

Senator Scorpren. The reason I ask you that is because in my home 
town of Wichita I have found relatively that same situation to exist. 
I went out several months ago, and was told that in the used-car lots 
of legitimate dealers—and I don’t mean the fly-by-night dealers, but 
men who have a record of good service, with reliable cars that they 
stand behind—were inventories larger, some of them by 100 percent, 
than they ever thought of carrying. 

Mr. Freep. That is correct. The Oldsmobile dealer in our town 
has an increase of about 300 percent in the last 30 days. 
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The Cuarrman. Of course, the Federal Reserve Board, Mr. Martin 
testified, desired the regulation to be extended in the new bill because 
‘t helped the workingman by putting the price of used cars down. 

Mr. Freep. I noticed in his testimony he made the statement that 
he knew of a man that bought a good used car for $100. 

Senator, he knows more about the automobile business than I do, 
and I have been in it for 25 years, and I have never seen anybody 
buy a good, safe, dependable used car for $100. 

We sell them for junk for $30 or $40. 

Of course, we have price ceilings on used cars. 

The CuarrmMan. He does claim the prices have gone down, and they 
have. : 

Mr. Freep. Prices have gone down, certainly, because we have too 
many used cars and none of us can sell them. They have gone down 
some, but they haven’t gone down enough to enable the purchaser who 
needs a good used car to buy one. 

Senator Ives. Are you still having difficulty 
new cars ¢ 

Mr. Freep. No; we are not. Many men are having difficulty stay- 
ing in business because they can’t sell their new cars! 

In our city, Salt Lake, we have one dealer there, the Southeast Mo- 
tor Co., who just took out bankrupt 3 years ago. It is the first failure 
we had in Salt Lake City in a long time; he had too many used cars 
he couldn’t sell, too many new cars; he had no alternative; he was 
broke. 

Senator Ives. What is the greatest complication in getting rid of 
used cars? The price at which you can sell those cars, or the regula- 
tion W covering the financing ? 

Mr. Freep. Regulation W, without question. 

Senator Ives. It occurred to me the limitation has been placed on 
prices for used cars which might injure the sale of new cars some. 

Mr. Freep. It does some, and it also interferes in this way, because 
of a price ceiling, the average customer expects us to allow him what 
the price ceiling is, which is too high. 

Senator Frear. And that is regardless of condition of the auto- 
mobile ¢ 

Mr. Freep. It doesn’t make any difference; that is correct. 

Members of the National Automobile Dealers Association operate 
businesses in every section of this country. For example, because of 
the distances involved between Detroit and the West or other distant 
States prices vary, due to the long-haul transportation costs, and, the 
hardships placed on the purchaser who lives farther away from De- 
troit are relatively greater. Under regulation W it is difficult for the 
resident of Detroit to buy an automobile; it is even more difficult for 
a resident of California, Arizona, or the State of Washington. 

The Cuatrman. What do you recommend ? 

Mr. Freep. We would recommend, as we have to the Federal 
Reserve Board, that they differentiate, as they did in World War IT, 
as to the price of used cars and of new cars; that there be a breaking 
point. We have filed a statement with them on that, and we have a 
recommendation to make in the form of an amendment later on. 

Senator Ives. You mean you are going to allow a longer time for 
the payment of new cars than older cars ¢ ? 
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Mr. Freep. Yes; we believe that a car of $3,000, with a third down, 
should have more monthly installments to pay it in. 
Senator Ives. How far would you go, 24 months? 
Mr. Freep. We would certainly not go over a 
months, with a minimum of 18. 

Senator Ives. Would you be satisfied with 12 to 15 months for the 
old jalopies ¢ 

Mr. Freep. Definitely. 
the security involved. 

Senator Ives. In other words, you determine your financing on the 
basis of what presumably is left as far as the life of the car is con- 
cerned ; is that it? 

Mr. Freep. That is correct; on a depreciation basis; that is right. 

Senator Scnorrrer. Would that not also tend to prevent the sharp 
practice, in order to get around the nee of getting a new car 
and then driving it around for two, three, or four hundred miles, 
or maybe spin up the speedometer in some way, and then put the 
car in a used-car lot? That would eliminate that fringe type of 
operation. 

Mr. Freep. I am very familiar with that, Senator, because that 
is all we had under the regulation during World War II. We didn't 
sell the new cars, somebody else sold them. 

We also think that regulation W fails. to curb inflation. Last 
August when the Federal Reserve Board first announced regulation W 
it was said that this regulation would curb inflation and at the same 
time cut down on the use of vital war materials. Later when the 
National Production Authority adopted its allocation and control 
materials plans to cut down on the use of steel, copper, and other 
metals, it became apparent that regulation W could be operating only 
to curb inflation. We have already shown that in 6 months’ operation 
under regulation W that the total amount of consumer credit on the 
books in this country increased. We know that regulation W and 
other circumstances forced many buyers to dig down into savings 
lying idle in banks and in bonds, or to borrow, to make purchases 
prematurely, and thus millions of dollars were brought into action. 
Would not the use of savings have had exactly the same effect infla- 
tionwise as an equivalent amount of consumer credit would have had / 
[sn't the very small increase proportionately in the total money suppl) 
which unrestricted use of consumer credit would have brought about, 
almost insignificant from the inflationary point of view’ The Federa! 
Reserve Board’s own reports indicate that at the end of 1950 install- 
ment sales credit outstanding was only 3.73 percent of the total dis 
posable personal income. In 1940 it was 4.73 percent. Of this portion 
of installment sales credit outstanding, only 1.95 percent applied to 
automobiles. In other words, gentlemen, ‘ee than 2 cents out of 
every dollar for installment sales credit can be considered a result of 
automobile purchases. Such a small percentage of the total disposable 
income would have an inconsequential effect on inflation. 

There are those who contend that the prices of automobiles would 
rise without credit controls. They overlook the fact that automobile 
prices are frozen under the current OPS rulings. 

Regulation W threatens individual liberties. Individual liberties 
are involved when man’s ability to purchase needed transportation is 
taken from him. It is our hope that this congressional committee 
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and this Congress will take every step possible to guard individual 
liberties for which our forefathers gavesomuch. It is our feeling that 
this Congres is our bulwark against socialistic tendencies which creep 
into our economy. We, therefore, urge this committee to limit the 
sowers it gives to the administraton of its laws. 

We ask this committee to amend the Defense Production Act of 1950, 
and I might say we have tried to be realistic, not traders, in this, and 
ask for something that we think is reasonable for all concerned, if any 
controls are necessary. This amendment is as follows: 

That the down payment required on the purchase of a new or 
used automobile shall not exceed 3314 percent of the cash purchase 
price. 

That the number of months allowable for the payment of the 
balance shall not be less than 18 months. 

What we are asking here is simply a “ceiling” of 3314 percent of the 
cash purchase price as a down payment and a “floor” of at least 18 
cathe for payment of the balance due on automobile installment 
purchases. 

Our experience in dealing with literally hundreds of thousands of 
prospective purchasers is that 18 months represents an absolute mini- 
number of months required. We know that many, if not most, defense 
workers in some sections of the country really need even 3 to 6 months 
more than the minimum we are requesting. Thirty-three and one- 
third percent down and 18 months to pay the balance are conservative 
terms for an essential product which to most purchasers represents a 
major investment. 

We earnestly believe that this request is justified, because the present 
terms of regulation W are as drastic, as harsh to the wage earner, as 
those imposed i in World War IT, when no new cars whatever were pro- 
duced and when there was a distinct shortage of used cars and this 
Nation was engaged in a total war. 

As I stated earher, we do not presume to advise your committee 
whether or not the continuance of temporary controls over our 
economy is necessary. Fortunately and properly, you have access to 
confidential information from the Defense Department and other Gov- 
ernment sources which, naturally, is not available to us. We have 
confidence in your final judgment in guiding the Nation and our na- 

tional economy during these perilous times and realize the « ‘omplexity 
of the problems involved in reaching broad policy decisions. 

You made it clear when you enac ted the Defense Production Act of 
1950, and we are confident you are equally determined now, as you 
study adnan amendments to that basic law, that all necessary ¢on- 
trols should be administered as fairly and equitably as possible and 
with a minimum of disturbance to normal industry practices. That, 
gentlemen, is all we ask. 

Senator Scuoepret. I would like to ask at this time, talking about 
it from an inflationary-trend standpoint: The legitimate operator in 
the automobile market, or the dealers, let’s say, have to take the quota 
assigned from the manufacturers of the automobiles ? 

Mr. Freep. That is correct. 

Senator Scnorrrei. Now, if they deal in that used-car division of 
the business, which most of them do—— 

Mr. Freep. We have to. 
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Senator Scuorrret. They have to put out a cash outlay, or go to tlie 
bank to finance those initial purchases from the manufacturer. 

Mr. Freep. That is correct. 

Senator Scuorrre.. Then in addition to that, they must go to the 
bank, if they don’t have the finances within the organization—— 

Mr. Freep. Which they generally don’t. 

Senator Scuorrre.. To finance the trade unless they carry on over, 

Mr. Freep. Yes. 

Senator ScuorPre.. Now, that is # cash, or a limited credit relation- 
ship with the banks? 

Mr. Freep. That is right. 

Senator ScHorrre.. Now, for the life of me—and I am no expert 
on this, you understand—I fail to see where too much of the inflation- 
ary spiral is involved in this by reason of the fact that you yet have to 
purchase your new cars, make credit arrangement, you have to finance 
and purchase your used car trade-in’s, you have to carry that—— 

Mr. Freep. That is right. 

Senator Scnorrret. I am wondering if purchasing in the used-car 
market is so great in your judgment as to have an impact on the 
inflationary picture? 

Mr. Freep. No; I don’t think so. 

Senator ScHorrre.. We had another witness or two that went into 
that in a very general way, and these two witnesses, if my memory 
serves me correctly, didn’t think that phase of it was so inflationary, 
nor did it create much of an impact. 

Mr. Freep. We don’t think it is at all inflationary. The products 
are created, and we have them to sell. 

Senator ScHorrre.. It is spread out over a period of months, with a 
defense worker or a man buying transportation. As such, it is not a 
luxury purchase. 

Mr. Freep. Definitely not. The luxury purchases are made now 
under this act. 

Senator ScnHorrreL. Which they can do, anyway. 

Mr. Freep. That is correct. 

We certainly do not believe it was the intention of Congress to allow 
a manufacturer to increase prices to cover increased costs, but not to 
allow the retailer this same privilege. Even so, that is exactly what the 
Office of Price Stabilization did on March 1, when it granted all pas- 
senger-car manufacturers a 3.5-percent increase in their ceiling prices 
on new automobiles and, 6 days later, permitted the Nation’s auto- 
mobile dealers to pass along the exact dollars and cents amount of this 
increase. This action reduced the dealer’s historic discount and, we 
believe, was directly contrary to the intent of the Congress that the 
imposition of price control should not disrupt prevailing customs and 
practices within a given industry. 

The effects of this action has been, and are now, so serious that they 
merit your most careful consideration. 

To realize the effects of this action on the Nation’s automobile 
dealers, it is necessary to understand how our industry operates since 
it differs in several respects from other retail businesses. Unlike most 
retailers, who establish their prices on a flexible basis so as to cover 
their costs of doing business and their margin of profit, automobile 
dealers are subject to a fixed percentage discount from the manufac- 
turer’s established list prices. Obviously, this does not permit the same 








Fy 


eee ey ene 


¥ 
¥ 










DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 2117 


flexibility enjoyed by other retailers. Moreover, as you know, we sell 
and service a one product, the automobile, and we have only one 
supplier for that product. Unlike many retailers, we cannot absorb 
a reduction in the price of one product and then make it up on another. 

In v1 iew of these facts, it was a particular hardship upon the Na- 
tion’s automobile dealers when the Office of Price Stabilization estab- 
lished a precedent, with the dealers as its target, by reviving the first 
phase of the old “cost absorption” policy that originated back in the 
days of OPA. Moreover, this action ace ‘omplished ex exactly what Con- 
gress prevented OPA from inflicting on the Nation’s automobile 
dealers early in 1946. OPS cut the historic dealer discount and 
thereby disrupted a normal and essential practice of our industry 
that dates back to the days of the horseless buggy. 

The members of your committee, who were Members of Congress 
back in 1945 and 1946, when our ‘country was just emerging from 
World War II, require no assurance from me that the subject. of the 
dealer’s historic discount and the dealers’ need for its retention was 
explored thoroughly and completely by them. The Price Adminis- 
trator at that time overlooked no evidence to support arguments that 
application of the cost absorption policy of OPA was warranted in 
the case of the Nation’s dealers. Their case for a reduction in the 
dealer discount was fully presented to your predecessors on this com- 
mittee. But the evidence submitted by the dealers throughout our 
country through NADA was so overwhelming that Congress refused 
to permit the dealer’s historic discount to be disturbed. Congress 
saved the Nation’s dealers at that time, for which we are eternally 
grateful. 

The historic dealer discount, preserved back in 1946, remained 
unchanged from that date until last March when OPS did exactly 
what Congress would not permit OPA to do. Not only did OPS 
arbitrarily cut the dealer’s discount but the agency took this action 
without consultation with either Congress or our industry. OPS 
officials openly admitted their failure to consult with our industry 
in the statement of considerations accompanying the cut in dealer 
discount from which I quote : 

Inasmuch as there has not been sufficient time to make a comprehensive study 
of dealers’ margins and in view of the fact it is not yet possible to form an 
advisory committee for the purpose of consultation with respect to the role of 
these dealers in the program of price stabilization, the Director of Price Stabi- 
lization has determined that this increase may be passed on by the dealer in the 
dollars and cents amount of the increase, 

This action was taken on March 7, 1951, nearly three full months 
after the Office of Price Stabilization selected the automotive industry 
for the doubtful honor of being the first placed under price control. 
Ceiling Price Regulation No. 1 had been issued December 18, 1950, 
and applied to the prices of new passenger automobiles at the manu- 
facturers’ level. It # significant to note that this initial regulation 

rightly required the manufacturers to preserve their historic discount 
to dealers. Howev er, less than two months later, OPS reversed itself 
and arbitrarily cut the dealer’s historic discount without consultation 
with the dealers or representatives of their trade association. 

Senator Scnorrret. I would like to say that your industry is like a 
number that have appeared before this committee, through their 
representatives, and have indicated to us that despite the fact that that 





2118 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


provision was written into the law, namely, that they should have 
industry committees in consultation with those committees, here again 
is a repetition of apparent injustice regarding all of that. 

Mr. Freep. In our case it was. 

Senator Scuorrren. I do not know what more Congress could have 
done in good faith to give an industry their opportunity to present 
to administrative officials what the problems were, to be as little dis 
ruptive as possible, and most of the associations and groups in the 
industry were willing to go along with some kind of reasonable, 
practical policy. 

Mr. Freep. That is correct. 

Senator Scnorrren. Apparently that has been ignored. Were you 
ever given any justification ? 

Mr. Freep. Yes, we were; just in May. 

Senator Ives. While you are on that subject, as I recall, last fall 
when regulation W was being hammered into you, I think it was in 
November, you were not ? 

Mr. Freep. No. we were not consulted until the regulation was put 
into effect. 

Senator Ives. There has been a tendency on the part of the admin 
istration to disregard entirely the provisions in the law as to con 
sultation with industry. 

Mr. Freep. We have always been consulted months after the regu- 
lation affects us. 

Senator Ives. You can call that consultation if you want, but IT do 
not interpret it that way. 

It seems strange that the automobile industry should have been 
selected as the first target for price control and then early 5 months 
allowed to elapse before the formation by OPS of an Advisory Com- 
mittee to represent the retail automobile dealers. Although OPS 
did not find it possible to form an Industry Advisory Committee 
during that period, it took less than 8 months to arbitrarily cut the 
dealer's discount before, by its own admission, it had time te study 
the dealer’s margin. Scores of other industry committees were formed 
and consulted with OPS officials during that period, but it was not 
until May 3 that the Retail Motor Vehicle Industry Advisory Com- 
mittee was appointed and held its first meeting of one day here in 
Washington. 

Naturally, one of the first actions of the OPS Advisory Commit. 
tee, when it was finally organized, was to pass a resolution calling 
for the immediate restoration of the dealer’s historic discount. But 
no remedial action has been taken by OPS to date. Apparently, its 
own committee’s resolution and the direct appeals made to OPS ofli- 
cials by NADA officers and individual dealers are receiving scant 
attention. Because that is true, we must again appeal to Congress 
this time to restore our historic discount, which was cut without prior 
consultation with our industry and, in our belief, contrary to the 
intent of the Defense Production Act of 1950. 

The discount cut action requires that we collect from every new 
car purchaser an additional amount of money and pass it on to the 
manufacturer. We must pass it along even before we collect it—in 
some cases many weeks, even months, before it reaches us. That is 
true because manufacturers receive payment for their cars before 
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they are delivered to the dealer—not after the dealer sells them to 
his customers. At the same time, we are also compelled to invest 
our capital in manufacturer’s excise taxes, which we cannot recover 
until we sell the car at.retail. Obviously, collecting and handling 
this additional money requires additional operating capital. This is 
especially burdensome at times when much of the dealer’s operating 
capital is frozen in new- and used-car inventories. 

In addition, we respect fully call your attention to the fact that 
many items of a dealer’s expense increase in direct ratio to the selling 
price of the automobile that he handles. These include, among others, 
the salesmen’s commissions, insurance, interest, merchant’s license 
fees, and occupational tax, inventory tax, and personal-property taxes. 

Nineteen hundred and fifty was a record year of production, Conse- 
quently, it was a good year for automobile dealers, just as it was for 
virtually all lines ‘of retail business. However, it was a good year for 
ee rs only in comparison with some previous } years. A study made 
by the Accounting Corporation of America revealed that the average 
new-car dealer ranks thirty-eighth in percentage of net profits on 
gross volume of sales before income tax among ‘the 40 trade groups 
that comprise about 75 percent of all business groups in the country. 

In addition, automobile dealers, along with most other retail mer- 
chants, have been experiencing greatly increased costs of doing busi- 
ness. The most recent and reliable statistics on the 1 rapid rate at F which 
dealers’ operating costs are climbing are included in the 1950 year- 
end business management survey made by our National Associ: ition. 
In this survey, reports were received and compiled from more than 
3,300 franchised-car dealers, which revealed that the total expenses of 
dealers throughout 1950 were 14.9 percent greater than even the high 
levels which the vy reached in 1949. Moreover, a similar quarterly sur- 
vey, which is currently being completed, by NADA, will show a much 
larger imerease in dealers’ expenses during the first quarter of this 
year over the corresponding period in 1950. This upward trend is 
definitely shown on the basis of the reports already compiled. 

Unlike automobile manufacturers, who are turning to the produe- 

tion of defense products for our Armed Forces, the dealer has no such 

security for the future. While the dollars-and-cents reduction per 
single car sold is small, in the face of decreasing automobile pro- 
duction and incre: ising operating expenses, this cut in our discount, if 
not restored promptly, is large enough to spell the difference between 
operating at a loss or a profit, for many dealers. 

This discount is vital to our business and should not be kicked 
around at the whim ‘of a Government agency or used only at its own 
convenience. On the one hand, OPS has denied the principle of the 
dealer’s historic discount but on the other it has recognized it. This 
was glaringly illustrated a few days ago when OPS required the 
dealer to use his historic discount in determining the price reduction 
to his customer resulting from the elimination of the spare tire. This 
inconsisteney in promulgating and administering price regulations 
has had a most confusing and damaging effect on the ope1 rations of 
dealers, 

In addition to the immediate and potential financial effect on dealers, 
a vital principle is involved in the time-honored dealer discount. The 
years of effort, which have made it traditional, will be spent in vain 
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if the unwarranted action of OPS is not rescinded. Congress recog- 
nized that fact less than 6 years ago. The same issue is at stake today. 

Moreover, if the action of OPS in slashing the dealer’s discount 
is permitted to go unchallenged by Congress, there is nothing to pre- 
vent the Office of Price Stabilization from cutting the percentage dis- 
counts or mark-ups of dealers and other retail sellers again and again. 

I have confined my statements relative to the revival by OPS of 
the old OPA cost-absorption policy to its effects on automobile dealers 
primarily because as a dealer and the representative of all franchised 
dealers I understand our problems. But we fully realize that «|| 
retailers whose profit margin is based on a percentage discount or 
mark-up will face similar burdens when and as OPS applies this sane 
cost-absorption formula to their sales. We were the first to be affected, 
but we will not be the last. 

I want to make it crystal clear that the Nation’s automobile dealers 
are not asking a special price concession and are willing to carry their 
full and equitable share of the defense burdens and of controls, if con- 
trols are necessary. The amendment covering one phase of OPS 
regulations, which we respectfully submit for your consideration, 
would apply to any retail seller operating on a percentage discount 
or a mark-up. Our amendment provides that price ceilings estab- 
lished for any retail seller whose margin of profit is normally deter- 
mined by the application of a percentage discount or mark-up shal! 
be designed to allow not less than the margin of profit as so determined 
which he received during the period of May 24, 1950, to June 24, 1950, 
inclusive. It is fair alike to all sellers and would be a safeguard 
against further discriminatory disruption of an industry’s long-estab- 
lished normal practices. 

To summarize briefly, we have pointed out that, although we ques- 
tion somewhat the need for extension of controls over our economy, 
we are fully cognizant of the fact that the Members of Congress are 
best qualified to make that important decision. We do recommend, 
however, that any extension a antxele not exceed 1 year and that 
all such controls be removed at the earliest possible date consistent with 
our defense program and national welfare. 

Second, we have pointed out the need for two highly important 
amendments. One would make automobile credit terms more realistic 
and equitable and would enable many wage earners to purchase the 
dependable transportation which they need. The other would safe- 
guard all retail sellers, who operate like dealers on a discount or 
mark-up basis, from the arbitrary disruption of their industry’s norma! 
practices. 

We submit that both amendments are vitally needed and are in 
accord with the intent of Congress when the Defense Production Act 
of 1950 was enacted. 

Senator Ives. Mr. Freed, where are your amendments; have you got 
them there? 

Mr. Freep. Yes; they are in the prepared statement. 

Senator Ives. At what page? I find the recommendation, but I 
do not find the amendments themselves. 

Mr. Freep. Mr. Deo, our managing director, has them prepared, 
and I understand will deliver them to the committee. 


9199 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 









































SO ROT RE 


Ae 


















lie PSs tM Oa ETD a sie 


be ers Gee 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 2121 


Senator Ives. They are not then in the statement, Mr. Chairman; 
they ought to be submitted along with the statement itself so that we 
will have them all together. 

The Cuarrman. Can you get them here this afternoon? 

Mr. Freep. Yes; we will have them this afternoon, Senator May- 
bank. 

The Cuamman. Without objection, they will be included in the 
record before it is sent to the printer this afternoon. 

(The amendments referred to follow :) 


NATIONAL AUTOMOBILE DEALERS ASSOCIATION, 
Washington 6, D. C., June 1, 1951. 
Senator Burnet R. MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
Senate Offiice Building, Washington, D. C. 


My Dear Mr, CHAIRMAN: Pursuant to the suggestion of your committee made 
at the conclusion of the testimony presented by Charles C. Freed of this organiza- 
tion today, we are enclosing, for the consideration of the committee, the follow 
ing proposed amendments to the Defense Production Act of 1950: 

The first amendment is concerned with regulation W. This amendment pro 
vides that the Federal Reserve System shall not fix maximum maturities at less 
than 18 months on automobiles or require a down payment in excess of 3314 
percent of the purchase price of a new or used automobile. A further proviso 
has been added to require the Federal Reserve System to recognize a long 
established industry practice of higher priced automobiles having longer periods 
of maturity than lower priced automobiles. For example, it has been estab 
lished over a period of years that to finance a balance of $2,000, or over, would 
require more than the period of months allowed the purchaser on the sale of a 
car Wherein the balance was less than $2,000, as mentioned on page 10 of our 
statement. The recognition of this practice will take into consideration the 
security in the automobile, the sales price, and the depreciation involved. 

The second amendment provides that the dealers’ historic discount may not be 
reduced below that existing during the period May 24 to June 24, 1950, inclusive. 
These dates were selected in view of the wording of section 402C of the Defense 
Production Act of 1950, wherein it was provided that consideration should be 
given to prevailing prices on those dates. This proposed amendment is neces 
sary in view of the action taken by the Office of Price Stabilization authorizing 
ole percent increase in price te manufacturers but requiring retail automobile 
dealers to pass on only the dollars and cents amount of the increase, thereby 
reducing the traditional discount. 

We wish to express to you and your committee, on behalf of this organization, 
our appreciation for the courtesies extended to Mr. Freed when he appeared be- 
fore your committee today. 

Respectfully, 
CHARLES J, FARRINGTON, 
Assistant to the President. 


Title VI of the Defense Production Act of 1950 should be amended by adding 
to section 601, at the end thereof, the following: 

“Provided, however, That in the exercise of this authority the Board of Gov- 
ernors of the Federal Reserve System shall not fix a maximum maturity of less 
than 18 months on the purchase of a new or used automobile or require a down 
payment in excess of 3344 percent of the purchase price of a new or used auto- 
mobile, and provided further that the Board of Governors of the Federal Re- 
serve System shall recognize the long established industry practice of longer 
maturity periods on higher priced automobiles than on lower priced auto- 
mobiles,” 

Proposed amendment to subsection C of section 402 of the Defense Produc- 
tion Act of 1950: 

“Provided, That price ceilings established for any retail seller whose margin 
of profit is normally determined by the application of a percentage discount 
or mark-up shall be designed to allow not less than the margin of profit as so 
determined which he received during the period of May 24 to June 24, 1950, 
inclusive,” 
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Mr. Freep. Thank you very much, gentlemen. 

The Cuatrman. Thank you very much, Mr. Freed. 

The meeting will stand in recess until 10:30 on Monday. 

(Whereupon, at 12:40 p. m., the committee recessed until 10:36 
a. m., Monday, June 4, 1951.) 
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MONDAY, JUNE 4, 1951 


UNrrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, in room 301 Senate 
Office Building, Sen: itor Burnet R. M: iybank, chairman, presiding. 

Present: Senators Maybank, Robertson, Benton, Moody, Capehart, 
Bricker, and Se hoeppel. 

Also present : Senator Lehman. 

The Cnamman. The meeting will come to order. 

I have been asked to have made a part of the record correspondence 
between Senator Douglas and Mr. Chester Bowles, former OPA Ad- 
ministrator. In connection with this I might say that Senator Benton 
some time ago asked me about the possibility of Mr. Bowles appear- 
ing. Appreciating the friendship between them, it is rather hard for 
me to say it, but I took the attitude that the committee felt that we 
could hear only national witnesses at this time because we had so very, 
very many and because of the necessity of getting through the hearing. 


[ asked the Senator not to press me too hard, w hich he very generously 
did not do. I just want to report that. 
(The correspondence referred to follows :) 


EXCHANGE OF CORRESPONDENCE OF SENATOR PatL H. Dovacias Witit CiEeESTER 
BowLes, FoRMER GOVERNOR OF CONNECTICUT AND ForMeER OPA CHIEF 


Dear CHester: As you know, the B: rea and Currency Committee of which 
[am a member, is in the process of holding hearings on the extension and amend- 
ment of the De ‘fense Production Act. For perfectly understandable reasons, the 
committee had to make a decision that individuals would be heard only if they 
represented substantial national groups. If this limitation had not been put into 
effect, the number of witnesses would have been endless. 

Unfortunately, sticking by this rule has meant that certain key individuals 
in the United States have not been called befcre our committee. The experience 
of some of these persons is so important, and what they have to say can be 
significant, that I want to make sure their voices are heard. You, of course, are 
the No. 1 example. Your long and magnificent record as head of OPA during 
World War II qualifies you to speak with authority on many of the matters 
being discussed in connection with the extension and improvement of the Defense 
l’roduction Act, 

Specifically, I should like very much to have a statement from you, if you 
feel you care to make one, on what steps you feel the Federal Government must 
take if we are really to keep the cost of living—and the cost of Government 
under control. I am sure your views will be valuable not only to me, but to the 
committee and to every Member of Congress. I would like to make them a part 
of the record of the committee’s hearings. We, of course, may not accept all of 
your good advice, but your experience and the recommendations based upon your 
experience should, it seems to me, he counted heavily in the discussions which 
Will determine public policy during the next 2 months. 

Best personal regards. 

Faithfully yours, 
PauLt H. DovuGLas. 
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May 31, 1951 
Senator Paut DOUGLAS, 
Senate Office Building, Washington, D. C. 


Dear Senator Dove.tas: On May 18, as a member of the Senate Banking and 
Currency Committee, you requested my views on “what steps must the Federal 
Government take if we are really to keep the cost of living and the cost of Guoy- 
ernment under control? 

As you pointed out this question is not a simple one. An all-out effort to stop 
inflation must deal with economic forces which are both huge and complex. Our 
difficulties are increased by the fact that our @conomy is now operating in the 
twilight between peace and war. In this»uncertain atmosphere many powerful 
groups are demanding, on the one hand, an end to the present inflation, and on 
the other hand, increased benefits for those whom they represent. 

We can never stop inflation as long as these groups continue their efforts to 
elbow their way ahead of each other. And we can never induce them to give up 
the present scramble unless we establish a clear price, rent, and wage line, aud 
then proceed to hold that line with the utmost firmness. 

Experience has proven that we cannot successfully administer a creeping in 
flation. Nor can we accept creeping inflation as an inevitable result of our 
rearmament program. World War Il taught us that the issue of inflation must 
be met head on, and that in the process important toes must occasionally be 
stepped upon. 

I am sure that Congress is keenly aware of the difficulty of establishing a firm 
inflation control program under the present circumstances. A majority may 
even be convinced that they have taken all the steps which are practical to take 
at this time. 

But what is “practical” depends on a judgment of what the Nation will accep 
as necessary. Unless I seriously misread public opinion a substantial majority 
is willing and anxious to do more to stop inflation than we are now doing. 

However, you did not ask me to propose a program that was politically pal- 
atable. What you asked me was my opinion, as wartime Price Administrator 
and later as Economic Stabilization Director, on what action we must take to halt 
the rise in living costs, stabilize our economy, and stop inflation before it finally 
engulfs us. 

On that basis I recommend the following six steps: 


SIX 





NECESSARY STEPS 


1. The cost of living price and rent line should be stabilized at no higher than 
the levels of January 15, 1951, and then held firmly at that point. In order to 
accomplish this several steps must be taken. 

(@) Food prices, which together are the major item in the cost of living, should 
be rolled back at least 3 percent from the present levels. One-third of this 
roll-back will be achieved by the reduction in meat prices recently announced 
by the Office of Price Stabilization. The remaining 2 percent can be secured 
through consumer subsidies. The annual cost will be approximately $600 
million. 

(b) Future retail increases on pork, canned vegetables and dairy products, 
which will eventually become necessary under the parity principle, should also 
be met by subsidies. The annual cost will be roughly $1 billion. 

(ec) “Dollar and cents” prices should be established as quickly as possible 
on all products which are important in the cost of living. Only through these 
eacy-to-understand price ceilings can we secure the consumer understanding 
necessary to effective price compliance. “Dollar and costs” prices should pro 
vide for roll-backs in a number of manufactured items on which prices are 
now badly out of line. 

(d) Rent control should be established on all residential rental units. Rent 
control should also be authorized on commercial rentals to protect business, 
both large and small, from further gouging. Price ceilings should be established 
on all new construction with ample room for reasonable incentive profits. 

(e) Quality standards should be established on low- and medium-cost apparel 
and also on consumer durables. 

(f) Adequate funds should be provided by Congress for a broad educational! 
program to encourage compliance, and also for necessary enforcement to protect 
consumers from chislers, and businessmen from dishonest competition. 

2. This series of actions on prices and rents should result in stable living 
costs for the average American family. On this basis, and only on this basis, 
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wage earners should be asked to forego further wage rate increases. There 
should be only three exceptions : 

(a) Those increases in wages now actually being processed under the present 
standards. 

(b) A limited number of tightly administered fringe benefits designed to 
achieve minimum standards on such items as paid vacations, third shifts, ete. 

(c) Increases to compensate workers on a reasonable basis for any clearly 
established increase in their output per man-hour. 

Our price-control system has always allowed higher incomes to farmers and 
manufacturers who are able to increase their total output under ceilings. These 
incentives for increased output are not inflationary under a hold-the-line price 
program. 

Because it is much more difficult to measure increased productivity with any 
degree of accuracy on Our assembly lines and in construction work, workers in 
veneral have been denied the income incentives which are held out to businessmen 
and farmers. If some means can be devised to provide reasonably precise stand- 
ards of measurement for increased productivity, a fair share of the extra income 
resulting from such increases should be passed on to the workers who helped to 
create them. 

3. In order to stiffen this stabilization program specific penalties should be 
set up against any failure on the part of the Government to hold the newly estab- 
lished price line. If the cost of living increases by a stated percentage, say 3 
percent, beyond the levels of last January, a comparable cost-of-living bonus 
should be granted to labor. <A similar increase should also be added to all social 
security payments and to Federal assistance under the old age and aid to depend- 
ent children programs. 

If we are determined to stabilize the value of the dollar we must also consider 
a cost-of-living bonus to all owners of Federal savings bonds; unredeemed 
ponds which were bought in 1945 on the promise of a $100 value in 10 years, and 
are now worth less than $70 in 1945 dollars. 

If the present inflationary danger is likely to last no more than 2 or 3 years 
a 3 percent cushion should be sufficient, provided the proposed price- and wage- 
control program is put into effect and the line firmly held. If it is the best judg- 
ment of the administration and Congress that the acute pressure is likely to 
last for a longer period the cushion could be set at 144 percent on an annual 
basis, with the cost-of-living bonuses payable if the Consumer Price Index rises 
at a faster rate. 

4. A stiffer allocation program should be set up to guarantee defense housing 
wherever it is needed, and also the building of schools and hospitals to the extent 
that building materials are available. Rationing will not be needed unless the 
present crisis develops into total war. 

5. Government costs should be cut wherever possible. But the present crisis 
should not be used as an excuse to sabotage essential welfare, educational, and 
public health services. 

6. This program of direct price, rent, wage and allocation controls, backed up 
by a Government cost-of-living guaranty, will stabilize prices, wages, and rents. 
In addition a more vigorous tax and credit-control program is needed to soak 
up excess purchasing power and to keep inflation from exploding like a time bomb 
when the direct controls are finally removed. The following represents the 
practical minimum of action to balance our Federal budget and to ease the pres- 
sure on prices. 

(a) Increases in the Federal income tax with special regard for families earn- 
ing less than $4,000 a year. Lower incomes for a family of four are already 
barely adequate to cover necessary living costs. 

(b) A further increase in the excess-profits taxes. 

(c) Increased excise taxes on higher priced automobiles, consumer durables, 
and luxury products. These excise taxes could be established on a sliding-scale 
basis with sharply higher rates on deluxe models. 

(d) Credit controls on the same sliding scale. 

(e) Tightening of controls on commodity speculations. 

(f) If Congress is unwilling to pass the necessary increases in taxes, we should 
consider an enforced-savings program to close the “inflationary gap.” This 
device has been used successfully in several European countries as an inflationary 
curb. 


83762—51—pt. 3——_10 
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Savings bonds issued under this program should pay a reasonable rate of 
interest. They should be repayable on a staggered scale after the emergency 

over. A bonus allowance should be provided for any cost-of-living increase of 
more than 3 percent which occurs during the period of direct controls. 











THE BASIS FOR THESE PROPOSALS 
This program is necessarily a tough program that will raise many objections 
and much opposition. This opposition will come not only from those shor| 
sighted groups which seek to benefit through inflation, but also from many sincere 
observers who still believe that inflation. can be controlled by less painfu| 
measures, 

Obviously such a program can be justified only if the inflationary danger js 
acute. Let us examine, therefore, the fundamental facts on which economi 
policy must be established during this critical period. 

Norr.—All statistics which are used in the following discussion are based on reports 
of the Federal Reserve, SEC, and Council of Economie Advisers. 

Although we are not at war, and indeed are still hoping and praying that al! 
out war can be avoided, $74 billion in the fiscal year starting June 30 will he 
spent by our Federal Government, largely on military preparedness. This 
staggering sum totals nearly 25 percent of our gross national product. It is 
twice our entire Federal budget of 1947. 

This extra Government spending, moreover, will be piled on to an economy 
already operating under full blast. Today we have none of the slack in unen 
ploved workers, unused manufacturing facilities, farm lands, and surplus ma 
terials which were available to use before Pear! Harbor. This lack of economi: 
elbow room means that the impact of the present rearmament on our peacetime 
economy will have serious repercussions. 

The present situation is further complicated by the fact that the present 
inflationary danger is being superimposed on a price, wage, and profit structure 
which has already been seriously distorted by the inflation which broke loose 
following the destruction of price controls in 1946, and which picked up renewed 
speed following the outbreak of war in Korea. 

The inflation which has taken place since the beginning of hostilities in Korea 
last June has resulted largely from increased buying based on the expectation 
of shortages and higher prices. As our economy feels the full impact of the 
rearmament program during the coming months these pressures will be vastl) 
increased. This gives us only a brief breathing spell in which to batten down 
the hatches and set our economic house in order. 

A brief review of the increases in wages, prices, and profits, which have 
already taken place, will help to point up the problem. Let us first look at a 
comparison of the cost of living as expressed in the BLS index, and also at the 
average retail prices of a few specific key products. 


! i 

| 1943, | 1946, | 1950, is 1950, 1951, 
} June | January June el April 
Cost-of-living index xe | 125.2 128.6] 170.2] 178 | — 185 
Cents | Cents | Cents Cents | Cents 

Bread, (1 pound) ait ; s | 8 | 8 | 4 | 14. ! 5 | 15. ¢ 
Hamburger (1 pound) ; 27 27 56 62 | 07 
Milk (1 quart) (grocery) ; : | 14.5 14.5 18. 2 | 2a] 22 
RAMEE NID cs a itis oan cerededee bla tncetia val 34 34 63 | 6 67 






From June 1943 when the wartime anti-inflation program went into high gear 
until January 1946 the average cost-of-living index rose only 2.5 percent. But 
since then the increases have been spectacular. 

setween early 1946 and the outbreak of war in Korea the average cost of 
living as expressed in the BLS index shows an increase of 35 percent, with a 
6 percent increase between that time and December 1950, and an additional 
> percent increase since then for a total of 44 percent. Wholesale prices have 
risen even more sharply. Today prices generally are higher than at any time 
in our history. 

This inflation has already cost us dearly. Local, State, and Federal taxpayers 
are now paying from 30 to 60 percent more for the same services than in 1934. 
Inflation since the outbreak of the war in Korea has added at least $10 billion 
annually to the cost of our rearmament program. 
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In the meantime many millions of American families have been hurt, and some 
of them badly hurt. This is so because the incomes of most of us, as is usual in 
an inflationary situation, have risen less rapidly than prices. 

For instance, prices received by farmers for food and agricultural products 
have moved abruptly upward since 1946 when the World War II stabilization 
program was abandoned. This year total farm income will probably equal or 
surpass all previous records. 

But the cost of farm equipment, fertilizer, barbed wire, lumber, and farm 
wages has risen even faster, and with the added rise in living costs the average 
farmer is less well off than in 1945. 

Broad averages such as these cover up huge gains in real income made in 
certain sections of the country, and in certain types of farming. But they 
demonstrate convincingly that the oft-repeated charge that farmers as a whole 
are reaping huge benetits from our present inflation is grossly unfair. 

What about the millions who work for wages and salaries? Here again aver- 
ages can be deceiving. But certain facts stand out clearly, and these facts are 
sharply at variance with the widespread impression that labor in general has 
profited from the inflation. 

Factory workers are among the elite of our labor force in terms of wages and 
bargaining power. But even the powerful industrial unions have done no more 
than stay even. Their average weekly take-home pay since last June has in- 
creased almost exactly the amount of increased living costs. And part of their 
increased income is due to longer hours in the factories. 

During this same period the take-home wages of construction workers and 
workers in retail trade failed by various amounts to keep pace with the 9 percent 
rise in consumer prices. Federal, State, and city employees, office workers, and 
school teachers have lagged even further behind. One-third of all wage earners 
have received no increase in income at all. 

Even if we go back to the start of the postwar inflation in 1946 and compare 
present take-home weekly wages with those paid at that time, there is no shred 
of evidence that labor generally has profited from inflation. Weekly take-home 
pay for workers in manufacturing, expressed in the purchasing power of 1951 
dollars, has scarcely moved in the last 6 years. The real wages of Government 
employees and office workers have gone down. Construction workers and retail 
workers alone over the 6-year pull are slightly better off on the average. 

When we look at corporation profits we again face the problem inherent in all 
statistical averages. But certain facts stand out spectacularly. 

In 1939 before the outbreak of World War II, corporate profits before taxes 
were 6.5 billion and after taxes $5 billion. In 1944 at the peak of the war effort 
these profits rose to $24.5 billion before taxes and $13.5 after taxes. 

Today corporation profits like farmers’ income must be considered in terms of 
lower purchasing power. But this proper adjustment does not conceal the fact 
that profits are fantastically high regardless of how they are measured. Corpora- 
tion profits are now running at a rate in excess of $50 billion before taxes, and 
$24 billion after taxes. This represents a corporation prefit increase of close to 
200 percent since the peak war period, either before or after taxes. 

Manufacturing profits after taxes are now 17 percent on investment, which 
is more than double the percentage of the boom year of 1929. And 50 percent 
of all corporation dividends, according to the Securities and Exchange Com 
Inission, are concentrated among 61,000 people. 

This does not mean that all corporations are making a ruthless killing out 
of the present inflation. Many industries are doing substantially less well than 
others. The greatest increases, particularly since the Korean War, have been 
in manufacturing. Retailers faced with direct consumer pressure have ab- 
sorbed to some extent the increases in manufacturing and wholesale prices. 
Although retail profits are up substantially the increase is less than in most other 
lines, 

But regardless of how we may weigh these figures the general situation is 
clear. Some workers and some farmers are earning enough extra money to 
compensate for the higher prices which they have been forced to pay, with some- 
thing left over. But these are a relatively small minority. A far greater num- 
ber are worse off individually than in 1945, while a bare majority has managed 
to hold its own. 

In addition there has been a huge loss, running into tens of billions of dollars 
among those who own savings accounts, Government bonds, and insurance poli- 
cies. Corporations, in the meantime, have collectively reaped a lion's share of 
the increase in national income. 
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This uneven economic picture has already resulted in considerable bitternes 
on the part of the general public. This attitude has grown in spite of the dete: 
mined and courageous effort of Messrs. Eric Johnston, Mike DiSalle, and thei 
hard-working staffs to control prices in the face of many handicaps. 


WHAT LIES AHEAD? 


At present we are in the midst of a breathing spell. The action of OPS i: 
applying over-all price controls in January slowed down the rate of the cost-of 
living increase. The roll-back in beef prices was proof that the administration 
had the courage to tackle a formidable inflation lobby. The general pressur 
on price ceilings has been relieved temporarily by the reduction in inventories 
and the slowing down of scare buying. 

However, the basic situation remains explosive. The full impact of defens: 
spending will not begin to strike until late summer. Seven or eight million 
dwelling units, many of them in congested areas, are now without any rent-con 
trol protection. The OPS is seriously understaffed with insufficient funds t 
tackle the major problem of enforcement. 

Many key agricultural products are still below parity, and sooner or later this 
is likely to mean sharp increases in the prices of fresh fruits, vegetables, wheat, 
and animal feeds. Increases in the prices paid for wheat and corn at the farm 
must eventually, in turn, bring increases in the prices of bread, pork, eggs, chick 
ens, and dairy products in the stores. 

Finally the outlook for increased food production is by no means certain. Ou: 
reserves of corn, which is by far our most important animal feed, are now some 
what less than normal. Present plantings are unlikely to push the 1951 crops 
above recent averages. Any grain shortage at this critical time would sharply 
increase the inflationary pressure. 

In the meantime wages are being tied to a cost of living which for all the 
above reasons is almost certain to increase. While this action represents simple 
justice in the present inflationary situation, and while large profits will allow 
for the absorption of wage increases in most industries, there are other indus 
tries where higher wages must inevitably result in higher prices. 

Thus we see a potentially dangerous increase in our present inflation added 
on top of an inflation which has already tested the patience and the bank rolls 
of many tens of millions of consumers, businessmen, farmers, and workers. Any 
inflation-control program which can be expected to meet this situation success 
fully must deal with some practical economic realities. 

Farmers must be assured a reasonable income for their crops, on the one 
hand, and stable cost for fertilizer, barbed wire, lumber, and farm equipment, 
on the other. Labor must be assured a decent wage for a good days’ work and 
living costs that remain steady. Businessmen must be assured good profits, the 
maximum freedom from unnecessary red tape, and a compliance and enforce 
ment program that will protect them against chiseling competitors. 

Each of these three groups must also be given the maximum practical in- 
centives to increase production, plus an assurance that the Government will 
play no favorites and that the other two groups, as well as itself, will be required 
to hold the line against inflation. 

A balance of this kind was established during World War II in the face of 
almost overpowering pressures, and successfully maintained from June 1943 
until February 1946. The result was a cost-of-living index and a wholesale 
price index that scarcely budged. 

During this 32-month period of stable prices and wages the real incomes for 
workers, farmers, and businessmen alike moved to record levels. With 14,000,000 
of our most able-bodied men in the armed services, industrial production was 
more than double the prewar record, and farm production rose 35 percent. 
These wartime production records, measured in actual units and not inflated 
dollars, still remain unequaled. 

Our wartime controls were admittedly imperfect. Because we lacked the 
controls over the slaughter of meat animals we were faced with periodic black 
markets in beef and pork. Because our production controls were inadequate 
we failed to stop the deterioration in the quality of men’s, women’s, and child- 
ren’s apparel. Because we lacked a proper tax and enforced savings program 
we were unable to soak up excess purchasing power, and as a result were forced 
to deal directly with inflationary pressures that were far greater than they 
needed to be. 
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But in spite of these handicaps a firm price line was successfully held for 244 
vears. It was only cracked in the spring of 1946 when, in all the confusion 
and demagougery of the immediate postwar period, we finally lost the essential 
balance between farmers, workers, and businessmen on which inflation control 
must always depend. The lessons, however, are there for all to see, and the 
program which I have proposed is based upon these lessons. 

We must establish a firm price line through price, rent, and wage controls, 
which will result in a fair balance between our various economic groups—busi- 
ness, labor, farmers, and consumers. We must hold this price line vigorously 
through tight administration, consumer subsidies, and other tested techniques 
which we have developed the hard way during the Second World War. 

My proposal that cost-of-living bonuses be granted to labor, social security, 
pensioners, and Federal savings bonds holders if the cost of living rises more 
than 3 percent during this critical period, will greatly stiffen this ‘“hold-the- 
line” approach. If Congress grants the necessary legislation, and if the controls 
on prices, rents, and wages are effectively planned and vigorously enforced, 
the payment of these bonuses will never become necessary. 

These direct controls will keep inflationary prices from upsetting our economic 
life. But an effective attack on inflation requires indirect controls as well. 
The price and wage control program which I have proposed should be supported 
by a tax and credit control program which will soak up all the excess spending 
power that is possible and practical, without wrecking our economy, discourag- 
ing production, and setting groups against groups in the process. Our objective, 
in other words, must be a practical combination of direct controls on prices, 
rents, and wages, and indirect controls on our excess money supply. 

A few months ago many respected economists were convinced that the present 
inflation could be effectively controlled through indirect controls alone. It 
was their belief that sharply increased taxation and strict control over personal 
and public credit could soak up all of the excess personal and business income 
that is being created by our defense program. The result, of course, would be 
a substantial drop in the public’s ability to buy goods, and this in turn would 
relieve the pressure on prices. 

Obviously a tax program harsh enough to accomplish this objective would be 
a thoroughly Spartan affair. If the inflationary pressures were less dangerous 
it might be suecessful. But unless we are prepared to ignore the basic economic 
problems of the great majority of our people, and face a substantial drop in pro- 
duction in the bargain, it simply will not work under the conditions we face 
today. 

The living standards of upper income groups which have substantial cash 
reserves and no need for credit, would scarcely be effected at all: while the 
actual sacrifices made necessary by the defense program would fall almost ex- 
clusively on those who can least afford them, This would multiply several times 
over the present bitterness over high prices. Such a program in addition would 
largely destroy the basic incentives on which we must depend for all our pro- 
duction in our factories and on our farms. 

Other authorities have proposed that farm prices should be kept from rising 
by a sweeping revision of the parity formula. This formula establishes the 
prices which farmers should receive if they are to receive their fair share of the 
national income. These parity figures, product by product, are increased auto- 
matically as farmers’ costs increase, and according to present law no ceiling 
price can be placed on any farm product until it reaches the theoretical 
parity price. 

I am one of those who believe that the present parity concept and indeed the 
entire farm support price program, can and should be improved upon. But any 
revision of the parity formula at this time would be grossly unfair in view of 
the drop in purchasing power which most farmers have already suffered. 

Many key farm products are already above parity. A very few like beef cattle 
are well above parity. If there is any practical legal means of rolling these 
particular prices back I would be heartily in favor of doing so. But at worst 
these latter are exceptions. Any effort to use them as dramatic examples to 
destroy our farmers’ principal weapon in their fight for a fair share of our 
national income is unjust and uncalled for. 

When farm products now below parity reach parity their prices should be 
promptly frozen. The increases which occur on products important to the eost 
of living before that point is reached, should, where necessary, be wiped out by 
consumer subsidies. 
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These subsidies come out of general revenue. But properly used they wil 
enable us to keep retail food prices down, and food prices in the long run ar: 
the single most important item in the essential fight to hold the cost of living 
Consumer food subsidies in World War II saved their cost many times over in 
keeping down consumer prices by making it possible to stabilize wages and they 
indirectly saved us billions of dollars more on Government war contracts. 

As a matter of fact, no modern government has ever been able to hold down 
the cost of living during an inflationary crisis without using such subsidies 
and this even includes dictatorships such as.Nazi Germany and the Soviet 
Union, as well as such democratic countries as Australia, Canada, Britain 
Switzerland, Norway, Sweden, and Denmark. 

Clearly there is no painless way to stop the present inflation and to restor 
full confidence, both at home and abroad, in the purchasing power of the dollar 
But each week that inflation remains unchecked will produce further distortions 
in our economy, further injustices, further impediments to our national security 
and to our future economic well-being. 

The air of Washington is filled with pressures created by professional lobbyists 
who are recklessly concentrated on their own shortsighted gain. To the 
Members of Congress, the administration, and above all to the outstandingly 
competent groups which are charged with the direct responsibility for price, 
wage and rent controls, these pressures must seem overwhelming. As Admin 
istrator of OPA, I experienced similar pressures for three difficult years during 
World War IT. 

But it will be a serious mistake for Congress to listen so hard to the siren song 
of the special interests that it ignores the plain needs of our people. In the 
last few years, and particularly in the last 11 months, tens of millions of 
factory workers, farmers, businessmen, and consumers have learned the hard 
way that inflation is a harsh master that plays few favorites. I believe that they 
are ready now to support an all-out price-and-wage-control program to the hilt. 

With my best wishes. 

Sincerely, 
CHESTER BOWLES. 


The CHatrmMan. The next witness is Mr. Walter Reuther of. the 
United Auto Workers. Will you come up, sir. We are glad to have 
you with us. Proceed in your own way, read your entire statement or, 
if you wish to high light it, do so. 


STATEMENT OF WALTER P. REUTHER, PRESIDENT, UNITED 
AUTOMOBILE WORKERS, CIO 


Mr. Revuruer. I appreciate this opportunity to appear before your 
committee. I have a prepared statement which I would like to submit 
for the record, Mr. Chairman. 

The Cuairrman. That will be inserted in the record. 

Mr. Revruer. And I would like to make some general observations 
for the record. 

Following my testimony as a part of the CIO allocation of time, 
Mr. Stanley Ruttenberg, director of research of the CLO, will present 
some specific amendments that we are recommending for your con- 
sideration. 

The CHarrMan. We will be glad to have them. 

Mr. Revuruer. I am appearing this morning both as a vice presi- 
dent of the national CIO and as president of the United Auto- 
mobile Workers Union. Our union directly represents about a million 
and a quarter workers in the auto, aircraft, and agricultural implement 
industry. To appreciate the importance of that industry in terms of 
our defense program, it might be pointed out that during the last war 
the industries over which we have jurisdiction turned out more than a 
third of the total national production. 
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We believe the legislation before your committee is basic to the 
future of America and to the future of the free world; what you do in 
the way of recommendations and the actions of Congress that follow 
those recommendations will largely determine the kind of tools Amer- 
ica Will work with in meeting the challenge ahead. There is very 
serious danger in the complacency in America because tempor: arily 
there Is a ull i in the economic pressures that make for inflation. It is 
important that we not be lulled to sleep by the fact that temporarily 
inflationary forces are not driving prices up as quickly as they were 
some months back. 

If we will look at the world situation realistically, we will all have 
io agree that the real threat that creates the crises in the world has not 
diminished, that the forces of world communism are still on the march, 
and that means that we who must accept the major share for giving 
leadership to the building up of the material and productive strength 
of the free world and mobilizing the spiritual force of free people 
everywhere to revise Communist aggression; we must agree that we 
cannot hesitate or. pause for 1 minute, that we have to keep driv- 
ing ahead until we create the kind of total world environment in which 
permanent peace is possible. That kind of total world environment 
cannot come out of weakness. It can only come out of strength. 

That means that we should not be fooled by temporary soft spots in 
the world situation or in our own domestic economy. It means we 
have to have a program, we have to be dedicated to that program, and 
we have to carry it out regardless of temporary shifts in a given 
situation. i 

As we see it, the job of partial mobilization is much more complex 
than a job of total mobilization, plus the fact that you don’t have the 
sense of compulsion, the sense of urgency that we had following Pearl 
Harbor. 

We believe that we have to achieve in America the same kind of 
teamwork, the same willingness on the part of all groups to carry their 
proportionate share of the total cost and the sacrifice that go into the 
task of defending freedom. 

We believe that we are fortunate in being equipped with the best set 
of production tools in the world, with the most skilled workers and 
with abundant natural resources. But those tools and those resources 
will not in themselves be mobilized. It is the responsibility of the 
Congress to give leadership and to formulate legislation that will 
make it possible to mobilize the productive power of America. In 
the world in which we live that productive power is freedom’s greatest 
asset. 

We believe that the productive power of America, if fully mobilized, 
will give us, the free peoples of the world, the margin of superiority 
that is essential to creating the kind of world environment out of 
which peace might be possible. 

The question before us and before the American people is not, should 
we do the job, but how are we going to do that job? We believe that 
achieving economic stability is essential if we are going to achieve 
maximum production. Production is the key to our strength and 
economic stability is the key to the achievement of maximum 
production. 


EEE iat oS een, ae at's 


Bias Ss acne 


eg Eee 


NE. 





2132 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


The CHatrMan. Have you any idea, as a percentage, as to how 
far off we are from maximum production at this time, particular], 
in hard goods? 

Mr. Revruer. In the auto industry, for example, we are curtailing 
production. That is true of many other consumer goods industries 
because of steel shortages. We are wasting millions of man-hours o' 
productive labor because we have a very serious shortage of critica! 
materials. 

The CuarrmMan. Critical materials are being siphoned off into the 
defense program. That is the answer to that. 

Mr. Revurner. When you talk about achieving maximum produc- 
tion, that is a continually expanding proposition. It is not a stati 
matter. Ithink we ought to increase production by at least $50 billion 
in thhe next couple of years if we go at the job properly. 

The CHarrMan. Will we have enough steel and other things to do it / 
That is the question. 

Mr. Revutruer. Not unless we expand. I intend to touch specifically 
upon the steel situation later on in my testimony. It seems to me 
that steel right now is perhaps the single limiting factor with respect 
to production goals. 

The Cuatrman. You not only have the auto workers and the 
trouble you say you are in, but you have workers in other industries 
also in trouble because of the lack of steel: farm machinery, railroad 
cars. 

Mr. Reurner. Railroad cars, agricultural implements, electrical 
production. 

The Cuarrman. Several companies in Michigan who manufacture 
railroad cars, the names of which I forgot now, say that they will 
not be able to produce any at all in the month of October or November. 
So their telegram to me stated. 

Mr. Revruer. That is right. The steel shortage is creating very 
serious economic dislocations in a number of important industries. 

Senator Benton. Are you suggesting that the curtailment for auto- 
mobiles is unnecessary or unjustified ? 

Mr. Revurner. No. I think you have to have some curtailment of 
civilian goods, and that includes automobiles, because as we step up 
the defense production program 

Senator Benton. I thought that is what you meant. 

Mr. Revruer. We obviously have to allocate larger and larger pro- 
portions of our steel capacity to meet the needs of our defense ‘produc- 
tion program. The question that arises here is, How do you get 
through the transition period? How do you so coordinate your de- 
fense production schedules and your civilian production schedules so 
as to minimize economic dislocation and the wastage of manpower, 
and, on the other hand, how do you expedite the achievement of greater 
over-all production of essential materials so that you will not have to 
curtail essential civilian production in order to meet these defense 
productions ¢ 

Senator Benton. You put it very well. 

Senator Moopy. I presume, Mr. Reuther, that during this period of 
conversion when there inevitably is to be dislocation you would agree 
that there should not be idle steelmaking men; that the dovetailing 
of these two programs should be done as expertly as possible and not 
with a meat ax. 
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Mr. Revruer. That is right. I think one of the things we have to 
vive more and more attention to is to achieve that delicate coordination 
and balance between defense and civilian production schedules so that 
actually, as defense production gets into movement, not on the draw- 
ing boards in the engineering departments but when they are actually 
ready to fabricate steel into end products in terms of the defense pro- 
cram, then you have to make it available, but to make it available 
months in advance of its need means you are immobilizing vital mate- 
rials at the very time when there is a tremendous shortage of materials. 

Senator Moopy. That is exactly my point. 

The CHarrmMan. I want to comment on that. That is one of the 
things I wish you would touch on because we have been told time and 
time again that the allocation of some of this steel that cannot be used 
immediately does just what you have said. It puts people out of work 
in some plants that could be used because they are allocating steel in 
certain defense agencies way into the future and are just storing it 
away. I did not mean to interrupt you, Senator Moody. I do hope 
you will.give us some idea of what the thoughts of your organization 
are on that. 

Mr. Revruer. We are currently trying to get specific information 
on that, Senator Maybank. Serving as a member of the President’s 
Advisory Committee on Defense Mobilization policy matters, I have 
suggested that that be put on the agenda of our next meeting, to ascer- 
tain if in fact steel 4s being allocated to defense contracts before it is 
needed, and are we taking that out of the economic stream in advance 
of when it should be taken out? 

The CuHatrman. That is what some people tell us. I didn’t know 
whether it is a fact or not. 

Mr. Revruer. I don’t know, either. Ihave my guessonit. I think 
it is being done, but I wouldn’t say categorically it is being done until 
we get the facts. I think certainly we ought to look into that very 
carefully, because, if we are doing it, it certainly is a wrong thing 
to be doing. 

The CuatrMan. I understand you are taking it up at your next 
meeting ¢ 

Mr. Reuruer. That is right. We are meeting tomorrow, at which 
time this matter will be discussed. 

The Carman. The farm-machinery people claim they have been 
dreadfully curtailed on steel. The different railroad companies, box- 
car builders, and so forth, and so on, in addition to what we know 
about the automobile industry. They tell us the same thing. I don’t 
know whether or not it is so. 

Senator Benton. Are you including copper and aluminum ? 

Mr. Revruer. That is right. The steel thing, I think, is the most 
serious limiting factor, and then aluminum and copper would be next 
in order. There are other specific items, but those three are the 
important factors limiting production. 

Senator Benton. Your hope is to figure out ways better to control 
these allocations to minimize the shock on our productive resources and 
the full utilization of our manpower. I think things can be done that 
are not now being done. Are you going to give specific recommenda- 
tions today to the committee ? 

Mr. Revuruer. I am merely going to present this general problem. 
I am waiting to see what happens tomorrow at the White House con- 








2134 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


ference on this thing, but I assure you we are not going to let it lic 
there. Weare going to keep at it. 

Senator Bricker. I wish you would advise the committee as soon 
as you get any figures on that, because I can’t add up the total 7 
steel and get the total production that we are told is being used and 
needed in defense production and domestic production. There is a 
slack some place that is being lost. Whether it is going abroad, 
whether it is being hoarded by the Government, whether industrial 
users are getting more than they ought to have or are storing more 
than they ‘ought to have, and that is one of the serious problems that 
we are facing at the present time. They tell us production is going 
up, that we will have 117,000,000 tons by the end of next year, on an 
annual basis. Maybe the Government is not relying upon that. 
Maybe the processors are not relying upon it. Maybe they are asking 
too much at the present time for the good of the ove -all economy. 

Mr. Revrner. This is a very complex problem, because if you at- 
tempt to measure the amount of steel going into end defense products 
by the number of finished products coming out, you can be misled be- 
cause there may be a great deal of material in the pipeline, in the 
process of being fabricated. -It is a very complex problem. While a 
an individual who has been exposed to some of this, I think, that they V 
are allocating steel in advance of the needs as far as defense production 
is concerned, I am not willing to say categorically that is true until 
after tomorrow. - 

Senator Bricker. Of course your industry has been from week to 
week and month to month on production. They have depended on 
current production for the steel that they utilize. It seems to me that 
there must be a different program somewhere along the line that is 
curbing the automobile needs, for instance, and the refrigerator needs 
for steel products or they would be getting a greater share than they 
are getting at the present time. Espec ially that is true in the manu 
facture of cars. There is almost an emergency in the production of 

cars for transportation purposes, and vet they can’t get what they 
claim the railroads need or what the manufacturers can produce. 

Mr. Revurner. I think we all can agree that maintaining essential 
civilian production is also a part of the effort to make our country 
strong. and automobiles certainly are not a luxury. They are a neces- 
sitv. That is certainly true as you begin to decentralize defense plants 
and increase the distances that workers have to travel to get to those 
plants. You are going to need more and more automobiles. We go 
into this emergency with the over-all pool of automobiles as a trans 
portation pool much older than when we went into the emergency in 
1941. This means that unless we can maintain substantial levels of 
automobile ean we can get into serious trouble. 

Senator Bricker. I do not want to throw you off your line of think- 
ing or the order of your presentation, but I would like you to give a 
little attention to regulation W. We are faced with that constantly 
as to the curbing of transportation needs to the workers of the country 
in the production program. 

Mr. Revrner. I appeared some time back, Senator Maybank will 
recall, before the joint committee on that matter, and I said that we 
were in favor—and we are now, and I intend to say in my testimony 
today—that we are in favor of credit controls; we are in favor of con- 
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sumer credit controls, and we are in favor of controlling bank credits. 
But we do believe that regulation W is being administered in a kind of 
arbitrary and fixed approach rather than a flexible approach. As we 
understand it, in the period when inventories are building up danger- 
ously fast, and that is the case now, some of the small automobile 
companies are forced to shut their plants down because they have a 
backlog of cars they can’t sell. 

Senator Bricker. You see more on the lots. 

Mr. Reurner. That is right. In a period like that, it seems to me 
that a consumer credit regulation that was projected to make it more 
difficult to buy things becs ‘ause the oe power was creating in- 
flationary pressures ought to be relaxed until you can move the in- 
ventories. Then, when the situation tightens up again, you could 
tighten up the credit controls. The trouble is, the Federal Reserve is 
living up in that banker’s ivory tower and they don’t know what is 
going on in America; we have to get a more flexible : approach to the 
administration of credit controls or we can get into serious difliculty. 
Inventories are high not only in the automobile industry but in many 
other industries. 

The Cuarrman. How can we amend the law to make it more flex- 
ible? It is the administration of it, not the law. 

Mr. Reuruer. Unfortunately, you can’t pass a law and automati- 

cally people will begin to act sensibly about problems. You have to 
keep policing these things. In a democratic society I think that those 
committees in Congress ‘charged with the follow-through job have to 
stay on the tail of these people and see that they do their job right. 

Senator Moopy. Mr. Reuther, would you think it would be a good 
idea to take the power for enforcement of regulation W out of the 
lederal Reserve and put it into, say, the hands of Mr. Johnston, whose 
over-all authority should run to stabilizing the economy ? 

Mr. Revruer. I think since regulation W gets right to the vital 
point of the whole stabilization program, you will get much more 
flexibility in the administration of regulation W and it would more 
nearly reflect the changes in the over-all economic situ: a if it were 
administered by the agency responsible for the formal economic sta- 
bilization program. I would be in favor of that. 

The Cuarrman. That may be true, and I don’t want to differ with 
you, but the Wilson committee, of which Mr. Charles Wilson is the 
head, has made a report recommending that the Federal Reserve 
Board be even tougher in administering this. You saw the report the 
Wilson committee put out. 

Mr. Revruer. I am for a tough program. 

The CnarrMan. I agree with you that it should be more flexible, 
but I don’t think their report would make it any more flexible from 
inv reading of it. 

Mr. Revrner. You see, I am for a tough program, Senator May- 
bank, but toughness is not the end in itself. The fact is that any pro- 
gram has to reflect the needs of a given situation. To have a tough 
policy that operates in an economic vacuum without any rel: ationship 
to the facts of life is certainly not very realistic. We are living in a 
real world and we have to deal with real problems; we have to deal 
with them on a day-to-day basis as they arise. I say this ivory-tower 
approach to the problem is not fair. 
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There is one other reason that we think regulation W is not sound, 
and that is that it penalizes the low-income groups. Regulation W has 
priced out of the market many families who need the inventories tha; 
are being piled up on the shelves and in the warehouses of Americi, 

Senator Bricker. I have argued that for a long time before this 
committee and in the Senate, that it is placing too much of the burde 
upon the fellow who hasn’t had time yet to accumulate some saving: 
and make down payments and so forth. “But there is another concer: 
now that enters into the problem of regulation W, and that is the 
worker’s ability when he is transferred to a defense industry, to ge‘ 
the necessary means of transportation to and from work. How seriou: 
is that problem at the present time? 

Mr. Reuruer. That problem will get more serious down the road. 

Senator Bricker. I know it will get more serious. 

Mr. Revuruer. There is no question about it. That is why we have 
said this is more than a matter of economic justice. It is a matter of 
economic necessity, because how are you going to get people to these 
plants? We have plants in the Southwest where workers in order 
to man those plants will have to drive from 75 to 100 miles a day. 

Senator Bricker. Have you presented this to the Federal Reserve / 

Mr. Reuruer. We have been working from every possible approach 
to this problem, and we don’t seem to influence the people in the ivory 
tower over there. We never quite get to them. 

The Cuarrman. Instead of the workers getting the credit, the banks 
are giving the credit to these people who build up these inventories. 
What ilncane does it make to inflation? The ones who are building 
up the inventories are given credit. 

Senator Bricker. Of course, it becomes stagnant then. 

The Cuarrman. I understand that. The credit is there just the 
same. 

Mr. Revuruer. Let’s forget about the question of equity and look 
at this thing as a practical economic matter. If a plant has 10,000 
workers and they are making a commodity that people need and their 
inventories pile up so high that they shut that plant down. At that 
point, if regulation W is responsible for the fact that the goods are 
not moving, regulation W contributes to the inflationary pressures 
because 10,000 people not producing wealth is an inflationary pres- 
sure. The more wealth you can create, the more production you can 
turn out, the more insurance and cushion you have against the in- 
flationary pressures. So actually regulation W, because of its in- 
flexible administration, is creating in many situations inflationary 
pressures when it was designed to do the opposite. 

Senator Moopy. What you are saying, Mr. Reuther is that the pro- 
gram of administration of credit controls and perhaps all controls 
should be tough and intelligent, not just tough for its own sake? 

Mr. Revuruer. Exactly. 

Senator Scnorrrent. Mr. Reuther, some witnesses here have advo- 
cated that the piling up of these inventories at this time by the tough- 
ening of regulation W’s administration will prove to be a boon in the 
long run because when defense production gets under way, taking out 
of civilian economy a lot of the goods that the people would want to 
buy, it will provide a reservoir during that period when we will need 
some stopgap for the outlet of purchasers who have the money to 
buy. During this period it is causing many dislocations and inven 
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tories are piling up. People are being laid off. Is that really a sound 
approach# It has been advocated that it is all right to let that thing 
develop now, but it will disappear from the market quickly, say, in 
the fourth quarter or the first quarter in 1952. 

Mr. Reuruer. I think that 1s very unsound for these reasons: To 
begin with, let us take automobiles. If a worker who nee an auto- 
mobile gets a new car, then you are stockpiling that new car in the 
hands of the people who need it, and that is just as important from 
the point of view of the over-all economy as for it to go in a ware- 
house. The other thing is, what about the workers who were laid off 
who could be making more cars to be put in the total stockpile of the 
Nation’s economy? Anything that contributes to the loss of pro- 
duction in my opinion is unsound. Anything that denies one more 
automobile, one more refrigerator, one more suit of clothes, one more 
of anything that we need as an essential part of developing the eco- 
nomic resources of America is not good and not sound. 

Senator Scnorpren. That is one of the reasons why I thought that 
when they invoked regulation W practically overnight and put it 
at 15 months, it was too drastic, and that impact was fe It. The very 
thing you are mentioning is happening not only in the industrial 
centers, as We recognize them and of which you are a part in the De- 
troit area, but even out in the midwestern section of the country 
where transportation is a necessity. It isn’t a luxury. You are de- 
priving many people of very moderate income the right to buy trans- 
portation in this expanded economy of ours. I would be very happy 
to have your recommendations and suggestions as to the flexibility 
that ought to be given to regulation W. It has been advocated here 
that an 18-month period for payment would somewhat alleviate the 
hardship, that mayve 21 is too much, that maybe 24 is too much, 
but certainly 15 is crippling a lot of them. 

Mr. Revruer. I think the period that ought to be allowed should 
be flexible so that, when you find that inventories are building up high, 
then you extend the time; when you find the inventories are getting 
low again, you then telescope the time and allow less. With that 
kind of flexible administration we could then get protection against 
inflationary pressures, and would not penalize ourselves through loss 
of production. That is precisely what we are doing now. We are 
losing valuable production because of regulation W. 

Senator Scuorrret, Let me ask you one other thing, Mr. Reuther. 
It has been said that since the automotive industry has had during the 
last 2 or 3 years, at least the two a = years, its period of highest 
production—I don’t know whether it is true or not, but I suspect 
it is correct. 

Mr. Reuruer. The over-all gpa was the highest, yes. 

Senator Scuorrret. Were we reaching, at the price levels that 
were asked for these units, the : ieteiidion point in the new automo- 
bile market ? 

Mr. Revruer. No. I think the need for new cars is far from being 
satisfied. I think the price is the thing that is limiting it and also 
the credit restrictions. As I said earlier, and I can give you specific 
figures, you take the age of the average automobile now and compare 
it with 1941, the average age of the car is much higher now than then. 
So actually our total transportation pool is not as new or as efficient 
now as it was when we went into 1941. That indicates that there are 
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a lot of old cars on the road; people are driving old cars primarily 
because they cannot afford a new one. I think the simplest explana 
tion that is to be found is that regulation W has not in the slightes: 
affected the demand for Cadillacs, but it has for low-priced cars. 

Senator Scuorrret. That is right. 

Mr. Revrner. It doesn’t mean that the people who drive low-price 
cars have all the new cars they need. It means they just can’t afford 
to buy them under regulation W and present prices. 

Senator Scuorrret. But there is one thing I think we all will hav 
to admit, namely, we found out in World War II that we had more 
stability and more mileage built into these conveyances than we eve: 
had before, because of the fine precision work and the different type 
of perfection in production. We stretched out that usable life ot 
automobiles, refrigerators, and all of those things. Obviously I think 
it follows, then, that we can expect to have a longer life. 

Mr. Revruer. I am for that. I don’t think we ought to be influ 
enced in buying a new car just because the Joneses got a new mode! 
and it has more chrome on it. I think we ought to look at this thing 
as a practical transportation — 

Senator Bricker. We are facing the problem in the committee and 
in the Congress, Mr. Reuther, whether to put on a fixed ceiling or 
give unlimited authority as we have done to the Federal Reserve 
Board, and rely as we have to on the “watchdog committee” created 
under the original statute, to keep everlastingly on them as you sug 
gested a moment ago. Could this committee or could the Congress 
fix the maximum effect of regulation W upon the automobile industry 
or had it better rely upon the { flexibility they now have and the constant 
watch over that program and the regulations issued ? 

Mr. Revurnuer. Because the legislative processes of necessity are slov 
as compared to normal administrative processes, I would think that 
you could get more flexibility if you relied upon administrative dis 
cretion rather than upon congressional decision, but I do believe that 
the agency that is responsible for administering those things ough 
to be watched very carefully. 

Senator Bricker. Of course that is the reason for the “watchdog 
committee” originally created under this act. We try to keep on top 
of it, but it was rather difficult at times. 

Senator Roserrson. Mr. Chairman, we have been receiving a lot 
of advice as to what to do in this emergency. We have had a lot 
of witnesses here who say they do not want any price control or any 
wage control, but they want more credit control, and they think if 
we have more taxes and more credit controls, we can handle inflation 
in that manner. I am in sympathy with some relaxation of credit 
with respect to used cars because I know they are backing up in the 
hands of dealers, and in many instances they are selling used cars 
from $100 to $200 below the OPS price. But this committee in fram 
ing how we go has to decide where we are going to go. I understood 
you to say that if how you go denies the American | people one more 
refrigerator or one more anything else that the American people want 
it is bad. 

Mr. Revtuer. I didn’t say that, Senator. I said that anything that 
stops us from producing the things we need is bad. The people of 
America are going to be denied a lot of things we want. I am in favor 
of that where it is necessary. 
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Senator Rosertson. That is what I want to know. What do we 
need? Suppose we have 100 refrigerators and 1 gun when the shoot- 
ing starts. What part in the war “would the refrigerators play? In 
other words, what is it that we need now? Do we need enough arma- 
ment to keep the Russians from beating our brains out or do we 
need plenty of refrigerators so we can put communism in cold storage ? 

Mr. REUTHER. In the kind of soe iety in which we live we have to 
rely for our military needs based upon the judgment of the people who 
are supposed to be the authorities in that field. 

Senator Roserrson. Let us see if we agree as to where we are trying 
to go and then we can argue the method of getting there. 

Mr. Reuruer. Ii the military end of our Government tell us we 
need $50,009,000,000 worth of defense production per year, then that 
comes first, that gets top pr iority. 

Senator Ronerrson. They have told us, and we can’t have it and have 
all the automobiles, refriget ‘ators, washing machines, radios, tele- 
visions, and everything else that we could produce and which we could 
consume if we didn’t have to exchange butter for guns. 

Mr. Reuruer. I quite agree with that. 

Senator Moopy. If I may interject there, Senator Robertson, I do 
not believe Mr. Reuther said that we should not produce military 
weapons, nor did he say we should produce consumer goods in place 
of military weapons. I believe his point was that we should pro- 
duce military weapons, but when we have met that demand, or as we 
meet it, we should not let materials lie idle and therefore idle men, 
and therefore increase inflation by needlessly having a smaller 
amount of consumer goods on the market. 

Senator Roserrson. Let me be clarified on this ehemeeinen: Did 
Mr. Reuther say he wanted to transfer regulation W to Mr. Eric 
Johnston so that it would be relaxed and we would get more ‘produc tion 
of consumer goods, or did he have some other reason for doing it ¢ 

Senator Moopy. That was a question by me, Senator. Mr. Reuther 
was complaining about the so-called ivory tower at the Federal Re- 
serve Board, and I believe he was making the point that there should 
be a credit control on the books so when the time comes when there 
are too few cars on the market credit will not be expanded ; but in the 
meanwhile, when there are cars sitting around on the lots in Detroit 
and elsewhere, credit should be relaxed. 

Mr. Reurner. Mr. Chairman, if I may continue, I can certainly 
clarify Senator Robertson’s questions because my attitude will be 
extremely clear when I get through here. 

The Cuamman. Yes, Senator Lehman. 

Senator Leuman. May I ask one question, although I am not on 
the committee. I realize perfectly well, as Mr. Reuther has explained, 
that the demand for automobiles has not been satisfied. Cert: ainly 
there are large inventories of old cars and possibly new cars which 
could be sold if the credit restrictions were liberalized. But if we are 
ever to satisfy the demands for cars, will that not cut into the use of 
steel and other essential materials which are needed in the defense 
effort, and will not it also mean that a substantial number of our labor 
force who could be used in the defense effort will be used in the manu- 
facture of commercial cars ? 

Mr. Revruer. There is no question about it. You cannot make all 
the automobiles that people would want and still do the defense job, 
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and where the defense needs arise I am for cutting back the produ 
tion of automobiles to the last car, if necessary. During the ear! 
part of the last war I came before committees in this city and I advo. 

cated curtailing automobile production, because you just can’t do bot), 
What I am saying is that we should not have idle plants and idle ma) 
power that could ‘be making essential civilian goods before the militar, 
po necessitates a change-over or curtailments of materials be- 

‘ause that is economic waste and economic waste will contribute to the 
infletionds y pressures and not the contrary. 

Senator Bricker. Regulation W has very little effect on productio: 
We are not talking about production when we are talking about regu 
lation W. What we are talking about is the utilization of our prese)| 
stock, 

Mr. Revrner. That is right. 

Senator Bricker. Nobody advocates taking steel from the arma- 
ment program and putting it into automobiles. 

Mr. Revruer. Kaiser-Frazer and Hudson are almost down com- 
pletely right now. What does that mean? It means the machinery 
and manpower that could be making things is being wasted. 

Senator Carrnarr. Mr. Chairman, the problem is one of inventor) 
control. Of course, the industry you are in, the automobile industry, 
has almost reached the zenith in controlling production, as you know, 
and controlling their inventories. They go on the basis that if it is 
there 2 minutes before you need it it is just as good as if it were there 
2 months before you needed it. The biggest problem that the NPA 
has is that of controlling inventory, getting a proper balance of in 
ventory, which leads me to ask you this question : 

Do you think the CMP plan will solve that problem or help to solve 
it? I think that goes into effect July 1 or August 1. That is where 
you control the materials that go into the end product. Heretofore 
they have been trying to control the raw materials and paying no 
attention to the end product. The CMP plan of course controls the 
end product, and the purpose is to allocate to each factory in the 
United States sufficient materials, steel and other materials, to build 
X number of units so that they will all get a portion of it. If the CMP 
plan doesn’t work, then the situation we are discussing here is going to 
get worse instead of better. 

Senator Ronerrson. Will the Senator from Indiana yield for a sug- 
gestion? You referred to the question of inventory, and I find in an 
article published in the Washington Post, on the 25th, by J. A. Liv 
ingston, he said that: 


No auto manufacturer—in fact, no manufacturer or merchant—is ever willing 
to concede that he has run out of customers. Obviously, if goods do not sell, 
something’s keeping the customers away—weather or credit controls. The possi 
bility that people may be temporarily bought up is a heretical, un-American 
thought! 

Then it says at the end of it: 


We are all for restraints—so long as (@) they affect the other fellow; and (hb) 
what happens to the other fellow doesn’t ultimately affect us. 


Mr. Revruer. I suggested earlier that you hear by position before 
you come to conclusions. 


Senator Rozerrson. Why did Macy put on this trade war and sell 
electric toasters for about 15 or 18 dollars below what they were, and 
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then Gimbels followed suit? They were overstocked with goods which 
had not moved. The trade war they say is spreading to other cities. 
Did they want to unload? I don’t believe any of them are selling at 
a loss. I can’t believe that. aun 

Mr. Revruer. Their profit figures would indicate that is true. They 
are doing all right. 

The CuamrMan. Will you go ahead? We got off the track here a 
little. 

Senator Benton. Could I make one suggestion ? 

The CHairMAN. We were discussing another matter and we jumped 
into regulation W. 

Senator Benton. In line with your own comments, I would like to 
make one suggestion. If you think it would be suitable for Mr. 
Reuther, if he gets illumination and light on this subject from the key 
conference tomorrow, to submit a further statement to this committee, 
I would like the illumination and light. If he is not going to discuss 
it any further this morning, perhaps on the strength of what he learns 
tomorrow he will give us the benefit of his conclusions. 

The Cuamman. I was going to ask him to do that, and Senator 
Bricker suggested, as you know, that whatever comes out of the meet- 
ing tomorrow he let the committee know, not only by word of mouth 
but by a statement also. ‘Tomorrow they are going to have a meeting 
to see if they are properly allocating strategic materials. 

Senator Carenart. I think under the law the Joint Committee on 
Defense Production is charged with the responsibility for the admin- 
istration of law, and at this meeting tomorrow the committee ought 
to have someone sit in as an observer. They ought to have someone 
sitting in as an observer on the regulation W situation and regula- 
tion X because the law is specific that the joint committee is charged 
with the responsibility of the administration of the law. 

The CuarrmMan,. That is correct. 

Senator Capenart. We are asking Mr. Reuther to report back on 
an executive meeting tomorrow—lI presume it will be an executive 
meeting—when, in reality, we ought to insist on sitting in on it our- 
selves. 

The CuamrMan. I don’t know what legal right we would have to 
sit in except to get the results of the meeting and then have them 
up here udee the joint committee. 

Senator Capenart. We might just as well take that chapter out of 
the law then—X it out—if we are not going to observe the admin- 
istration of this law. My observation has been that we get in on these 
things after they have decided them. I hope to live to see the day 
that some bureaucrat or Government agency will admit they made a 
mistake and will back up and start all over again. 

The Cuatrman. Who will be at the meeting tomorrow ? 

Mr. Revrner. The meeting tomorrow is a regular meeting of the 
President’s Advisory Committee on Mobilization Policy. Mr. Charles 
Wilson is the cochairman. The President is the chairman. Mr. 
Wilson has been in on all the meetings. The President has been in and 
out of the meetings. Mr. Wilson will make a report tomorrow on this 
whole question of materials allocation and we. will discuss it. 

Senator Capenarr. I don’t think we should take any part in it, 
but if we sat in as observers we would be better qualified to know 

83762—51—pt. 3——11 
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the facts on both sides of the argument. We seldom get both sides of 
the argument. 

The Cramman. I don’t see any harm that could be done. TI cay 
only see good that would be done. Of course, the Congress being , 
different branch of the Government from the executive, it would }p 
up to them to invite somebody from the staff of the committee. 

Senator Capgnarr. But here is an act which requires the super. 
vision of Congress, as part of the law. 


The CHarmman. To check on_them, yes; but to check on them 
afterward. 


Mr. Revruer. May I continue? 


Senator Carenarr. It is useless to check after the horse has bee) 
stolen. 


The Cuatmrman. Go ahead. 

Mr. Reurner. What I would like really to underscore this morning 
is that inflationary threats that we were concerned about a few months 
back are still with us and that the real crisis is not behind us. It js 
still ahead of us. We believe that we have to continue without relaxa- 
tion our fight to get mobilization, and, to meet the threat of Commu- 
nist aggression on the battlefront; we have to be just as vigilant on 
the home front in terms of the inflationary threat. We think that 
we are right now in a period where we are in a lull before the storm 
and that the inflationary forces are regrouping; and they are going 
to be on the offensive again in the very near future. 

The tragic situation, as we see it, is that witness after witness— 
I have been scanning over some of the testimony—has come before this 
committee, and the theme song has been “control the other fellow, 
tax the other fellow, inconvenience the other fellow, but don’t touch 
me because I have a special kind of problem; if you touch me, you 
will just complicate the whole economy.” 

We don’t believe that we can do this job on the basis of controlling 
the other fellow. We think that this job can be done only if every 
group in America, regardless of what segment of the economy he 
represents or is a part of, has to be willing to be part of a total team 
in which everyone is subjected to the same over-all kind of controls 
and everyone makes his contribution and his sacrifice together. 

The beef industry has said “don’t control us.” The wool industry 
says “don’t control us.” The real estate and hotel industry says “don't 
touch us.” Everybody has a special reason why they should be 
exempt. 

We believe that kind of approach is not only dangerous and un- 
realistic; that kind of attitude is scandalous. In the face of the threat 
we are confronted with, the forces of world communism being mo- 
bilized against us, we think it is not only scandalous, but we think 
that if that kind of attitude of “control the other guy, but let me go free 
of controls,” is translated into legislation, it will be a national tragedy. 
What they are advocating is a kind of economic insanity that will 
lead to suicide as far as this country is concerned. 

Their approach to this thing, in our opinion, reflects a complete 
disregard for the social responsibilities that they ought to accept 
in this kind of crisis. Everybody knows that the price of freedom has 
come high in the world; anybody who thinks that you can find a 

bargain-counter approach to defending freedom is deluding himself 
and the people of this country. Preulcas has to be paid for; every- 
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body who shares that freedom ought to share the cost. That means 
that we should not divide America into a privileged class and a 
sucker class. Everybody has got to sacrifice and share the cost of 
defending freedom. 

I come here this morning not to propose that you can control the 
other guy and not control us. We are prepared to accept the neces- 
sary controls that affect us, but we are prepared to accept them only 
so long as the other fellow accepts these controls that are necessary 


ito control his part of the economy. We want controls because we do 


not believe that we can meet the challenge that lies ahead unless we 
have the kind of economic tools with which to work, and without con- 
trols we will not have the tools that we need. 

| know a little bit about the Kremlin. I went as a technician and 
worked in Russia for more than a year. I know something about 
it. 1 am of the opinion that they cannot beat us, and I am also of the 
opinion that they are counting on our beating ourselves. They are 


) counting on complacency, indifference, organized greed, and pressure- 
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group approach to national problems. They are counting on that de- 
teating America. 

If you will study the basic Marxist philosophy, you will find that 
when they talk about capitalism or the free-enterprise system not 
being able to survive, they never talk about it being technically in- 
competent because they know that American capitalism has raised 
technology to an unprecedented height. They always figure in terms 
that American capitalism will lack the sense of national unity and the 
sense of purpose, that moral fiber will not be there to guarantee the 
intelligent cooperative use of the tremendous productive power we 
have, and that this eternal struggle that they think goes on inside of 
the free economy of a pressure-group approach, of dog eat dog, get- 
ting your share at the expense of your neighbor, they think, will de- 
stroy the foundation upon which our free economy operates. The 
Kremlin’s basic strategy is predicated upon our failing, and that 
they can move in and fill the vacuum created by our failure. 

Whether consciously or unconsciously, those people who would have 
us rush back to business as usual, throw controls to the winds, are 
really playing the game that leads down the road to the basic phi- 
losophy of the Kremlin, which is that a free society has within itself 
so many basic contradictions that it cannot find the national common 
denominator around which it can solidfy its material and spiritual 
power with which to meet the threat of the enemy that is centralized 
through dictatorship. 

The sum total impact of witness after witness before your committee 
is, control the other fellow, leave me free, and we will get on with 
the job, I say that that will not work; we have to demonstrate in 
this crisis that the Kremlin is wrong. We have to show that within 
the framework of freedom as we know it, there is enough self- 
restraint, enough basic loyalty to the things in America which tran- 
scend the economic interest of any special group, and we have to dem- 
onstrate the will and the capacity to unite around that common 
denominator. 

We cannot attempt to adjust our sails to the winds that blow from 
Moscow without fear of losing everything that we are supposed to 
be mobilizing to defend in the world. 
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I think there is a tendency to permit ourselves to be caught off a). 
























ance. Every time the Communists can turn it on or turn it off, y Senat 
begin to think the thing is changing, and now we will set our cour that tim 
accordingly. We have to have a program and we have to stick 1) produce 
that program, and if Moscow blows hot one day and cold the next, tha HBeconomi 





should not change our program in the least. We ought to go righ 
down the road getting our affairs in order and mobilizing our pro. 
ductive power. 


Senator Moopy. Mr. Reuther, I would like to interrupt you just fo, 
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a moment. I would like to commend you for that statement, whic) Mr. I 
I think is perhaps the best statement which has been made before this wrong. 
committee on the basic issue involved here. I would like to point ov, Sena 
however, that while some of the witnesses have come in to ask tha losophy 
they be exempted and that others be controlled, others have come jy Mr. | 
and said that since they have to be exempted there should be no con. foram 
trols. I would like to ask your opinion, whenever in the course of of gen 
your presentation it becomes timely to state it, what would happey RR society 
to the economy if price and wage controls were lifted. they al 
Mr. Revruer. If price and wage controls were wiped out completely job for 
as these people suggest Sen: 
Senator Moopy. That has been advocated here consistently. Mr. 
Mr. Revuruer. We would be on the road to economie chaos and con. Seni 
fusion and disintegration; we would begin not only to wreck ou light ¢ 
economy but would undermine the moral base of a free society. Mr. 
You know, what is in people’s hearts is just as important as what Seni 
is in their stomachs. Some people in the world don’t wnderstani the his 
that. This whole problem of how you mobilize a free people is not there! 
a simple one. It is one that we have to wrestle with successfully if Mr. 
we are going to defend freedom. You can’t ask workers to sacrifice one. 
if other people who ought to have a sense of responsibility are advo. By meet t 
cating business and profits as usual. The worker is going to say and 0} 
“they want to make a sucker out of me.” And at that point you have Sen 
destroyed his will to fight as part of a winning team. I say that that it wh 
proposal leads to chaos and will get us into trouble very quickly. brake 
Senator Carenart. Do you have any idea how long we may need Mr 
these controls that you are talking about ? Sel 
Mr. Revuruer. I believe, Senator Capehart, that if we have the [Be that! 
essential controls—and I am not for controls for controls’ sake; | down 
want only the minimum necessary to do the job, but I want those. [ JR su! 
think if we get on with this job and do an effective job of increasing By t t® 
our basic productive capacity in steel, aluminum, and these other defer 
things which are limiting factors now, and we mobilize our manpower, prod 
in 2 or 3 years we can get our production sights sufficiently high so Wl 
that the production thing will ease up the inflationary pressures suf- By. 
ficiently to relax controls. ; p that 
We are in a position now where we not only have a normal shortage that 
of steel because the defense production requirements are taking part full 
of it, but we are expanding plants, and that takes steel. When those gear 
plants are completed and they are into production a couple of years hot 
down the road, I think then, barring total war, we will be in a position Yet 
to begin to relax controls, but to relax them now in my opinion is It is 
flirting with disaster and chaos. not 
Senator Capenart. You think possibly it will take 2 to 3 years! see 
Mr. Reutuer. I think 2 or 3 years can do the job, barring total war. We | 
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Senator Bricker. If that isn’t true and we don’t take them off at 
that time, we are again playing the Communist game because we have 
produce ‘ed a technology in a free society where there is an interplay of 
economic forces with a very minimum of restriction, less, possibly, than 
inany other country in the world. Labor is free to bargain, and indus- 
try has been free to improve its technique, and the farmer has been free 
to produce. If we destroy that freedom by Government dictation of 
any kind then we approach what we are trying to destroy. 

Mr. RevTHer. People who advocate controls for controls’ sake are 
wrong. I am not in favor of that. 

Senator Bricker. They are just not following the American phi- 
losophy of government and living. 

Mr. Revruer. Because I think ‘that essentially we are trying to fight 
fora maximum degree of individual freedom consistent with the kind 
of general social responsibilities people have in a free economy and 
society. Whenever controls are advanced just for the sake of controls, 
they are Wrong. I am talking about the minimum necessary to do the 
job for the minimum period required to do that job. 

Senator Bricker. For the defense production program. 

Mr. Revrwer. That is right. 

Senator Ronerrson. May I ask why does General Motors put a little 
light over the brake in their cars? 

“Mr. Revrner. Why don’t they have a light on the brake ? 

Senator Roserrson. Why do they have a light when the brake is on, 
the light shows right up on the dash. Why’ do they put that light 
there ¢ 

Mr. Revruer. I suppose to let you know when you have your brake 
mone. We need some lights like that in W ashington on the controls to 
: meet the inflationary situation so we will know when the brakes are on 
Sand off. 
> Senator Ropertrson.- The idea of the brake, I assume, is only to use 
}it when you are going too fast. You don’t want to drive with the 
brake on. 

Mr. Reuruer. It is not a good idea to do it, Senator. 

Senator Ropertson. That is the theory that Senator Bricker had, 
© that if you put the brake of control on too tight you are going to slow 
F down the production speed. It has always worked that way. I 
) assume that you endorse the general philosophy that when you want 
) to take the brakes off defense production and put your power behind 
defense production, you want to put just enough brakes on civilian 
production to keep civilian production from going too fast; but you 
will cut down civilian production, will you not ? 

Mr. Revrner. I think, first of all, that you are comparing things 
} that aren’t comparable. Proper controls during a period like this 

that will insure economic stability, without which we cannot achieve 
full production—is not a brake on production. It is like a steering 
gear. The steering gear controls the direction of the car, but it is 
not a brake. You couldn't drive a car without a steering ee 
Yet itisa control. It is the control through which you direct the ca 
It is not a brake. I maintain that proper economic controls now are 
not a brake to the achievement of more production. They are the 
steering wheel that will guide us in the proper direction through which 
We can achieve more production. I am for putting a steering wheel 
on the American economy in this period. 
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Senator Rozertson. I agree with that. You remember I used ty 
serve on the Ways and Means Committee back in 1941, 1942, anc 1949 
and Leon Henderson and these others would come and say, “Let's py 
a tax on automobiles, put a tax on refrigerators, and things of tha; 
kind.” That would be a brake on the consumption of those items 
They would cost a little more and the consumption would ease off. 
and that way we could channel more steel into the defense effor. 
Don’t you think that when they. say this year we may get defeng 
production of steel up, 35 or 40 percent it means you have to put , 
brake somewhere on the consumption of steel for domestic purposes! 

Mr. Revtuer. I am for cutting civilian production wherever jeces. 
sary to release essential materials for defense production. 

Senator Ropertrson. Right now we have the defense production of 
steel up 8 percent and they are not taking up the allocation for 
defense ; and in highway construction, for instance, they have a theo. 
retical allocation of steel for highways. They have $100 million of 
contracts already let, and all those construction men are idle becauy 
they can’t get the allocation of the steel. 

Mr. Reurner. That gets back to Senator Capehart’s question on 
the whole problem of the CMP. That gets back to the basic question 
of the proper and sensible allocation of materials during this transition 
period. 

Senator Rosertson. We have men who are all tooled up and geared 
up to make automobiles, refrigerators, and what not, and they are 
having some unemployment now because their steel supply has heey 
cut off, and yet the slack hasn’t been taken up on the defense produc. 
tion. Isn’t that correct? 

Mr. Revruer. That is correct. 

Senator Rosertson. You think that until they take up that slack 
a little sensible relaxation in regulation W might be helpful? 

Mr. Revruer. That is right. I say relaxation which can be 1 ight- 
ened up as quickly as is necessary. I think fundamentally our probley 
in America 

Senator Carrnart. Mr. Reuther, I want to say that I think yow 
statement was excellent, and I am certain you know that. the great 
majority of the members of this committee approved the existing 
law last summer. At that time many of us wanted to go even furthe 
than the law that we did pass goes. ‘I think this committee and the 
Congress have been ahead of the administration—they were, at leas. 
last summer and last fall—with respect to the necessity for controls 
and the problem which was facing the Nation. I think you will agre 
with that. As you well know, we wrote in title IV on prices and 
wages, which was not a part of the original bill last year at all. 

Mr. Revuruer. I think the problem is that there are a lot of peop! 
in America who really have not grasped what I call the basic dynamics 
of the changing world in which the Communist force is operating. 
They get all excited about controls. Nobody likes controls, but this 
is not a matter of preference. It is a matter of necessity. The boy: 
in Korea don’t like what they have, but they are there because the) 
feel it is necessary. I think what we have to do is to get some people 
to realize that maybe if they fight and succeed in this idea of being 
free of controls today they may wind up with their freedom being 
controlled tomorrow, because that is the choice we have. This is not 
matter of choice in terms of doing what you would like todo. Nobody 
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| likes wars, nobody likes the fact that we have to spend $50,000,000,000 
of our wealth every year making the weapons of war and destruction, 
but the kind of world in which we live dictates that we do that. That 
is the way we have to look at these controls. We get them, not because 
we want them but because they are necessary. As soon as they are no 
longer necessary we should rid ourselves of them. 

It seems to me we ought to learn from our experience. They say 
only a fool doesn’t profit by his experience. Here is an ad I brought 
along just for the sake of refreshing our memory. It is dated July 
3, 1946, a full-page ad from the New York Times, published by the 
» National Association of Manufacturers. I would like to have the text 
> of this put in the record. 
>’ The Cuarrman. Without objection, it will be put in the record. 

(The matter referred to follows :) 


THE FutTureE WITH CONFIDENCE 


The members of the National Association of Manufacturers have no intention 
of rocking the inflation boat—now or at any other time. 

If OPA is permanently discontinued, the production of goods will mount 
rapidly and, through free competition, prices will quickly adjust themselves to 
levels that consumers are willing to pay. 

The great majority of American manufacturers are determined to produce as 
much as they can as fast as they can to sell at the lowest possible prices. 

American manufacturers are also determined that such price increases as may 
be necessary will be only those fully justified by increases in wage and other 
production costs. 

Then, as production gets rolling again, supply will catch up with demand— 
prices will be fair and reasonable to all, quality will be improved, black markets 
will disappear—and America will enter the period of prosperity that everyone 
has been hoping for. 

NATIONAL ASSOCIATION OF MANUFACTURERS 
FOR A BETTER TOMORROW FOR EVERYBODY 


Mr. Revurner. Again we are being told, as we were told in 1946, 
that if we discontinue all the controls this thing called business as 
usual will get us on the highway to greater and greater production 
and prices will come tumbling down out of the stratosphere. What 
happens ¢ 

A lot of people were tired of controls in 1946. We moved into 
the trap. We scrapped the controls. During a 4-year period the 
cost of living went up 61% percent. That was prior to this decontrol 
of 1946, 

Then we scrapped our controls and the cost of living went up 20 
percent one year, and by the end of the second year after they had 
their way it was up 30 percent. Wholesale prices went up 8 percent 
during a 4-year period of control, and after they had their way and 
they wrecked price control, wholesale prices went up 33 percent the 
first year and 50 percent over the 2-year period. 

Don’t we learn by doing that? How many times do you have to 
burn your fingers before you know that the fire is hot ? 

Senator Benron. Cannot we learn another thing, Mr. Reuther? 
I would like to ask you this because in a radio speech yesterday with 
the former president of the Chamber of Commerce, Mr. Steinkraus 
presented his theory that, if we put the controls in, we will never 
get rid of them. This is a fear in the hearts of many businessmen. 
If we once put them in, we will never get rid of them. Doesn’t the 
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1946 experience show, far from never getting rid of them, that ther 
is a probability we are likely to get rid of them too soon, that the 
American people, the very minute they have the faintest excuse to 
get rid of these controls, are going to throw them out? I think if 
we put them in now—and I wonder if you would agree with 1. 
now—at the very first sign that they might be unnecessary important 
groups and pressures will mount and we do not have to be afraid we 
will keep them too long. The greater danger is that we will get riq 
of them too soon. 

Mr. Revruer. I agree with you completely. I think the fact that 
right now when we certainly need them 

Senator Benton. That we can also learn from the 1946 experience, 
We will get rid of them as soon as we possibly can. 

Mr. Revruer. I have explicit faith in the common sense of the 
American people. You are not going to push them around. Yoy 
are not going to regulate them when it is not necessary. 

Senator Benton. Bear in mind that there is an innate dislike of 
controls. 

Mr. Revrner. You are not going to control them when it is unnec- 
essary. 

Senator Carenart. Many of us voted to get rid of them and we 
likewise voted to put them back in, that flexibility that you are talking 
prices and wages and many other things, criedit, etcetera. I think the 
prices and wages and many other things, credit, ete. I think the 
people who come in here and testify have a right to do that. They 
have a right to have their own opinion, and we have the right to sit 
here and listen to them and then do the things that we think ought 
to be done. I think that is what we will do. Of course they have 
a feeling a little bit like you on regulation W, that by relaxing regu- 
lation W at the moment it would be a good thing, and I think it would. 
These fellows feel of course that if you have controls you will reduce 
the production of beef. I don’t question their sincerity about it. 
Sometimes I question the judgment of some of the witnesses, but not 
their sincerity as to what they are saying and what they are proposing. 
You, of course, are right that everybody wants the other fellow con- 
trolled, and not himself. I think the Congress showed last fall that 
they feel that controls of some sort should exist. Otherwise we 
wouldn’t have voted them last fall as we did. We even wrote. as 
you know, a much better control bill as far as controlling the economy 
is concerned, than was originally presented to the committee. | 
think we delayed too long putting that bill into effect. 

Mr. Revruer.I don’t challenge their right to come in here and 
advocate any kind of economic policy. I just challenge their good 
judgment. 

Senator Carrnartr. That is exactly my position. Some of them 
T agree with and some of them I disagree with. 

Senator Bricker. I think the figures you gave prove another thing, 
Mr. Reuther, that price and wage controls are only a temporary ex 
pedient. We cannot permanently control prices. They do curb pro- 
duction, as they do in your instance, and ultimately if they are again 
free, as we hope they will be, if they are again free of economic con- 
trols of a direct character in this country, there is bound to be a 
lessened production and an increased demand, if you keep pumping 
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money and credit into the channel as we did during the 4 years that 
; you mentioned. } 

“ Senator Benton. I concur with Senator Bricker on that. I think 
that is a very valid point as a partial explanation of what happened 
in 1946 and 1947. 

Senator Capeuart. I think we have to do many other things, be- 
cause I think we have been injecting into our economy many things 
that have a tendency to work against the law of supply and demand 
because we have had the last few years our greatest production in 
every line. We have had our highest wages in every line. Yet we 
never seem to get to that point at which prices did not continue to 
rise. There must be a missing link some place. 

Senator Bricker. That was due to the increase of the debt, pump- 
ing money into the channel. There isn’t any question but that that 
is the cause of price incerases, the necessary cause. It is inevitable. 
The result follows the move. 

Mr. Revrner. I think this whole question of controls boils down 
to this point: Do we in a period of abnormal economic activity need 
special regulations, or can we rely upon the normal law of supply 
and demand that normally might balance the thing? That is the 
whole argument. If you were having a philosophical discussion down 
here in Washington as to which road we would choose to travel as 
a free people, if we want a regulated economy or a free economy, 
I would be down here advocating a free economy because I believe 
we can do a better job that way. But that is not the question before 
us. We are talking about an abnormal situation in an abnormal period 
in world history, and can we in that situation rely upon the normal 
business forces to regulate our economy? I say people have a right 
to believe that. I don’t think we ought to follow their judgment. 
That is the whole argument here. 

The cost of living has gone up about 9 percent since Korea, in a 
9-month period. ‘That represents about $17 billion that inflation 
cost the American people. I think Secretary Marshall testified the 
other day that the defense program itself was penalized in the amount 
of around $7 billion because of inflation. Just to let that go on with- 
out trying to meet it practically with a set of special tools to meet 
a special problem I think is dangerously unrealistic. 

Senator Bricker. We don’t know how much of that $7 billion was 
necessary for defense production. I think if we had had no inflation 
at all we would have had an increase in prices over what they thought 
a year ago because of the improved techniques and the implements 
of war that were needed and also other things that entered into it. 
Some inflation of course entered into the $7 billion, but I don’t think 
you can call it all an inflationary result. 

Mr. Revurner. The other thing that bothers us is that some of the 
very people who come up here and say “We are opposed to price con- 
trol and these things, but we think you can have indirect controls and 
do the job that way,” you are the same people who are going to an- 
other committee of Congress where they are talking about the indirect 
control approach, and, sure enough, they are over there too saying 
“Make the other guy pay.” 

Senator Bricker. You are speaking of taxes. 
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Mr. Reuruer. Certainly. Taxes are one of the important dire: 

controls. What do you find? The same people who say “Dov 
touch me, control the other fellow,” say “Now, gentlemen, this eco. 
omy of ours is very complex, very intricate and all that, and yoy 
had better not tamper with it. It is a very delicate piece of mec. 
nism. Use some indirect controls.” You say “Very well.” The 
they have a meeting of the Ways and Means Committee, and thes 
same people go over there and say, “We ought to have a sales tay, 
Make the little guy pay.” 

You see that sort of thing and the tragedy of it is that if they were 
jeopardizing only their own future that would be serious and we 
ought to try to stop them, but they are jeopardizing our future too, 
you know. In this world in which we live, we have learned one thing. 
that peace and freedom are indivisible, that nobody can get then. 
selves a little vacuum in which they can crawl when trouble starts 
and where they can preserve their freedoms. We are all goiny to 
lose it or keep it ae: The tragedy is that the fellows who make 
the most noise in trying to block the minimum controls necessary to 
save the free world are the fellows who in a material sense have the 
most to lose. 

The CHairrman. That is exactly it. 

Mr. Revruer. They have the most to lose in a material sense. The 
average worker that I have the privilege and the responsibility of 
representing materially has a whole lot less to lose. Spiritually in 
terms of human dignity and all that he has the same amount to lose, 
but in terms of material things, which is what we are talking about— 
we are talking about economics, which is material the fellows who 
do the most to block the achievement of the kind of stability we need 
are the fellows who have the most to lose in a material way. They 
are their own worst enemies. It seems to me if they won’t save them- 
selves we have a sort of over-all moral responsibility to try to help 
save them. 

Senator Moopy. Isn’t that an example, Mr. Reuther, of the historic 
situation which seems to show that the extreme right and the extreme 
left meet? 

Mr. Revrner. I think that history will show that they have supple 
mented each other and maybe unconsciously, but the practical result 
is still the same. 

Senator Moopy. The practical result of what they advocate is play- 
ing into the hands of the people who would destroy our system. | 
think it is important to know. Mr. Reuther has said here this morn- 
ing he expected that these controls could be lifted by production and 
by the natural forces of the economy in perhaps 2 or 3 years, and 
that is precisely the program and the expectation that Mr. Wilson has 
expounded. "When we get sufficient production both for military 
and for consumer goods after this period of expansion, we then will 
be able to relax and lift the controls and that will take us about 2 or 
3 years. I think all of us agree with Senator Bricker and I am sure 
with Mr. Reuther that we do not want controls for controls’ sake. 

Mr. Revruer. We are in favor of the indirect controls. We think 
the tax program is an important anti-inflationary tool and ought to be 
used to the fullest, but there again we don’t think you can start out on 
the basis of letting the other guy pay the taxes. We all have to pay 
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taxes. The working people, the farmers, the businessmen, the pro- 
fessional people, everybody has to pay taxes. We do believe that the 
tax burden should be ‘shared on the basis of ability to pay. 

At the present time the tax laws are not fair because they put an 
undue burden upon the low-income groups. If you take ‘the one- 
tenth in the top of the economic f: amily groups in America, after the Vv 
jay their taxes, they have more in purchasing power left over than 
the bottom 50 percent. That isn’t fair and it won’t work, because it 
will not permit | you to mobilize people, the tremendous spiritual reser- 
voir of a free people. You cannot tap it that way. You cannot 
tap it until you begin to get a greater degree of equality of sacrifice in 
your mobilization program. 

I am not a tax expert, but I am advised that people in the $5,000 
group and under are paying relatively the same taxes they paid dur- 
ing the last war in terms of tax burden. that a family making $! 900,000 
a year is cur rently pay ing : about $40,000 less. 

I want to emphasize this point. This is not a matter of economic 
justice alone, although I think that in itself ought to motivate us to do 
something. This is a matter of how you mobilize a free people to do 

. job. The attitude of workers in the shop, their attitude on the 
nahi which really decides how much production comes out of 
that machine, the applic ation of their labor and their will, is con- 
tingent upon what we do in the way of working out equality of 

sacrifice in the program. If they feel the fellow who has too much 
is not being taxed his fair share, and they, who have certainly a great 
deal less. are paying more than their share, that is going to affect ‘their 
attitude; Americans have maintained freedom in the world because 
they did have the courage to fight for what they thought was right. 
We believe that this tax ‘thing ought to be looked into. It is not the 
problem of your committee. When you talk about indirect con- 
trols, and these fellows who are opposed to direct controls say do it 
the other way, too. But we insist that it be done fairly. 

Senator Roserrson. I endorse your philosophy, that we need in 
this emergency some continuation of controls. You no doubt recall 
that good old hymn, “Lead, Kindly Light, amid encircling gloom.” 
\nd then it goes on to say, “One step enough.” If we continue these 
controls for 1 year and see what kind of light is shining next year, 
would not that be enough, you think ? 

Mr. Revrner. I think we ought to pass the kind of legislation that 
will indicated that America has the green light on and that we are 
going to do a job, that we are not going to stop until that job is done. 

Senator Roperrson. I agree with you. 

Mr. Revrner. I think the minute we do that, we not only mobilize 
our own people but we put the fear of God in the Kremlin because 
the Kremlin is counting on our not doing. 

When this Congress says we are going to do it, maybe we can 
change their attitude. Maybe we can begin to work on some of these 
problems. Certainly the American people hope and pray that we 
can work out the problems of the world over the conference table 
of the world and not on the battlefields of the world. I say that we 
have a chance of creating a kind of total world environment in which 
that might be possible if we are strong. I hope that the Congress 
will give us the green light so that we can get strong. 
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Senator Carenart. If you will yield just a moment, I would gay 
that our record in the past has been perfect in winning on the battle. 
field and we have lost every one of those conferences that you hayp 
talked about. That is where we really ought to spend our time, | 
think, improving our technique. 

Mr. Revuruer. Maybe we weren’t negotiating under the right kind 
of circumstances. If you are strong, then you go to the bargaining 
table with strength behind you. I have done some bargaining in my 
time and I know it helps. “ 

Senator Capenart. I do not know how we could ever have been 
stronger than we were at the end of World War IT to bargain properly 
with people. 

Mr. Revururr. Maybe we miscalculated some things. 

Senator Caprnart. You will agree that we have lost most of the 
conferences and won most of the battles. 

Senator Ronerrson. But he doesn’t discharge three-fourths of his 
union before he starts negotiating a new contract. 

Mr. Reuruer. We negotiate many, many months before we get to 
that stage. 

I think also when you talk about the indirect controls 

Senator Carpruart. You must be a good negotiator, I would say, 
if past experience is proof. Maybe ‘you should sit in on some of these 
negotiations with some of these countries. 

Mr. Revtruer. I think that the whole problem of bank credits has 
to be gone into, and I think that we have been very lax in not tight- 
ening up bank credits. If you check the whole history of what has 
been done with respect to bank credits, bank credits having increased, 
I think, around $11,000,000,000, you will find that we have been 
very lax. 

Senator Bricker. That program is pretty well under way nov, 
is it not? 

Mr. Revrner. I think maybe now they are beginning to think about 
doing something. 

Senator Bricker. You already feel it at the local level. I have 
been out at the Middle West and bank credits are tightened up now 
due, of course, to the regulations of the Federal Reserve and the 
voluntary program that is under way. I think it is really working 
at the present time. 

Senator Carenartr. They have tightened up some places, and it has 
created a certain amount of unemployment. 

Mr. Revurner. In behalf of the people that I am appearing for I 
would like to urge that you strengthen the machinery of the Defense 
Production Act to get the most effective kind of price control possible. 
We believe that necessitates dollar-and-cents ceilings. We think there 
should be some machinery for quality control because if you control 
the price of a commodity and not the quality, you are controlling only 
half of the problem. 

We believe that the rent control has to be strengthened. because the 
housing situation is very serious. Here again it is not just a matter 
of decent homes for American children to live in. Good housing is 
just as important with respect to a war plant as good machines inside 
of that plant, because if you don’t have good housing for the workers 
to live in, you are not going to have the kind of morale and efficiency 
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that you need in these war plants. Therefore rent control ought to 
pe strengthened. 

We think the farmers ought to be given parity. We are in favor of 
that. We have fought for parity. We are going to continue it, be- 
cause the farmer is entitled to his equity inside our economy. 

Senator Carpenart. Do you think we ought to change parity from 
year to year rather than as it is at the moment ? 

Mr. Reutuer. No, we do not. We believe that the monthly ad- 
justment in parity ought to be maintained, and we believe that food 
subsidies ought to be put into the act to permit parity to be met with- 
out reflecting that additional cost in consumer indexes. 

During the last war we had food subsidies, and they worked very 
well. Asa matter of fact, I think we saved the consumers and, there- 
fore, we saved the American people, the Government being a large 
consumer, about $414 for every dollar we put into subsidies. 

Digging through our files I found an old clipping here dated De- 
cember 8, 1948, which contains an address by Mr. James F. Byrnes, 
who at that time was the Director of the Office of War Mobilization. 
He had the following to say about subsidies. At that time they were 
talking about abolishing subsidies. He said: 


Killing subsidies will hurt everybody. It will ultimately increase the cost of 
everything we buy. When we cash our victory bonds we will find that the dollars 
we get will buy only a part of what they would have bought at the time of our 
investment. We will find that the amount of our insurance policies is no longer 
sufficient to protect our families. Killing subsidies will hurt the farmer. For 
years the farmers have been paid subsidies of various kinds. It was essential 
in order to preserve American agriculture. It is essential today to provide sup- 


port price in order to assure production. 


We understand that the farmers don’t like the idea of food subsidies, 
and we can understand why they don’t like them. We have no quarrel 
about their disliking them. 

But we would like to ask the farmers—since we are in their corner 
on the parity fight, we have been and are going to stay there—we 
would like to ask them how they think we like going over to the Wage 
Stabilization Board and asking that Board to approve wage contracts 
that we negotiated a year ago, that run for 5 years. We don’t like 
that, either. 

On May 29 we were due for a 4-cents-an-hour annual productivity 
increase, but we didn’t get it. I had to appear before the Wage Sta- 
bilization Board last week to present our arguments. We don’t like 
doing that, but we know that is part of the necessary machinery that 
we have got to have in this period of emergency. 

We say to our friends on the farms who are doing a magnificent job 
of producing the foods and the fibers we need in our economy, “Bear 
with us. Go along with subsidies, not because you like them but be- 
cause they are necessary. We will go along with wage stabilization, 
not because we like it but because that is necessary.” 

We are not asking anybody to do anything that we are not prepared 
to do ourselves. Subsidies have proven to be economically sound. 
What happens? I ask anyone to tell me how you can break the chain 
reaction in the relationship between industrial products and agricul- 
tural products if you permit parity to operate without food subsidies. 
You can say, well, let’s abolish parity. I am opposed to that because 
[think the whole concept of parity is a sound one. I think it is thé 
best machinery we have found to date to give farmers equity. 
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I think farmers are entitled to equity. We realize in industria! ¢¢). 
ters that our prosperity is inseparably tied together with the prox. 
perity of the farmers. Back in the black days of the depression, \, 
lost our jobs and the farmers lost their farms, and the economic aise 
were the same, because if they can’t buy the things we make we cay‘ 
buy the things they raise. If we can’t buy the things they raise, {)e 
won't be able to buy the things we make. It is just that simple. — 

So on the question of parity, we.are in their corner, we are going to 
stay in their corner. But how do you break the chain reaction! |; 
farm prices go up because parity dictates they go up, and then thar 
adjustment in parity is reflected in food costs and food costs go uj), snd 
workers then demand higher wages, you just get a continuation of , 
chain reaction. Somewhere something has to be done to break tha 
chain reaction. 

It so happens that because of the whole parity concept, becatise of 
the Government subsidies that go into the guaranteeing of the price 
structure and agricultural structure plus the background of experi- 
ence we have had, that is the logical place to move in and break the 
chain reaction; for every dollar we put into parity subsidies, we wil] 
gain from $4 to $5 at the consumer end, because it begins to pile up, 
it pyramids before it gets to the consumer. 

Senator Benton. You are aware that that is the recommendation 
of Governor Bowles’ letter this morning, which was inserted in the 
record, out of his long experience as a successful administrator of 
OPA? 

Mr. Revrner. I didn’t have time to read Chester Bowles’ communi- 
cation, but I am sure he would advocate this, based upon his OPA 
experience. 

Senator Benton. It is one of his six recommendations. You know, 
of course, that the bill before this committee does not give authority 
to the executive department even to go to the Appropriations Con- 
mitee to ask for the money for subsidies. 

Mr. Revrnuer. I am aware of that and I think that is a very seriou: 
weakness in the proposal before this committee. 

Senator Capenart. Mr. Reuther, if you hold prices, then is there 
need for subsidy, if they never go any higher than they are at the 
moment ? 

Mr. Revruer. I maintain that parity will never be reached in man) 
farm products unless you have subsidies if you hold prices. There 
is arelationship there. That relationship is supposed to reflect equity 
between the industrial segment and the caiaeiiend segment of ov 
economy. It may not be perfect but it certainly is the best thing 
we have been able to contrive. 

Senator Carenart. Suppose it was proper and equitable and fai 
at the moment to hold every price exactly where it is at the moment 
for an indefinite period of time, then you would not need subsidies. 
would you? 

Mr. Revruer. I think there are seventy-odd agricultural product: 
below parity, and if you did what you propose the farmers producing 
those 70 agricultural products would be denied parity. I am in favo! 
of giving them parity. 

Senator Benton. Even pork has gone up to parity. 

Senator Capenart. [ didn’t propose it. I said if you did that there 
would be no need for subsidies, would there? Your point is that we 
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© ought to keep the price where it is to the farmer and then have a sub- 


sidy to pay him so that he will get more for those that are under parity. 
Your proposal is one that will not reflect any saving to the consumer 
over present prices but rather give the farmer more than he is now 


m vetting. 
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Mr. Revorner. What I am proposing is that you subsidize that in- 
erement of adjustment which is reflected in parity because of the 
movement of the industrial index, that you subsidize that so the farmer 
gets parity but that increment does not reflect itself back in the indus- 
trial index so that you make the next cycle. It isa chain reaction. We 
have to break it somewhere. 

Senator CapeHART. Let’s see if I understand you. Let us take as 
an example eggs, which we will say are selling at 25 cents a dozen and 
parity is 30 cents a dozen. Your proposal is that eggs remain 25 cents 
a dozen but the farmer be paid a nickel a dozen to bring them up to 30 
cents. 

Mr. Revruer. A subsidy. 

Senator CAPEHART. Would not that additional 5 cents have an in- 
direct inflationary effect upon the economy ? 

Mr. Reuter. Our experience—and I am sure if you get into the 
record of the experience we had, the thing that I think bolsters Mr. 
Byrnes’ position here and he was certainly involved in the over-all pro- 
gram of mobilization in the last war—experience proves that for every 
dollar in subsidies we saved on the consumer end, and that means 
Government and the people, approximately $4%. What happens is 
that the nickel is not a nickel. The farmer gets a nickel, but in the 
processing of that nickel through the economic machinery there are 
all kinds of increments that get attached, and that wind up 10 cents 
at the consumer end. So the point is that you break the chain reac- 
tion in our economy on a basis that maintains parity for the farmer 
but does not permit a compounding of all the increments in our econ- 
omy upon that nickel as it moves from the producer to the ultimate 
consumer. That is the whole concept of the subsidy. 

Senator Capenart. Getting back to the eggs, your purpose also 
in this nickel subsidy would be to encourage the farmer to produce 
more eggs? You think it might do that. If there is any excuse for 
it, I think that would be the big excuse. 

Mr. Revruer. That is right. I think subsidy certainly is an 
incentive to: greater production. It seems to me we have a choice. 
We have to choose between maintaining parity with subsidy, or 
in the absence of subsidy, if you have price control you cannot 
maintain parity. That means you are asking the farmer then to 
pay the difference between what he ought to get and what he is get- 
ting. I am opposed to that. We don’t have a single farmer pay- 
ing dues to our union, but we work on the basis that, in the kind 
of interdependent economic society in which we work we can be 
secure, we can be prosperous only if we work, to give security and 
prosperity to all the people. That is why we are fighting the 
farmers’ battle. 

Senator Bricker. What do you figure would be the cost to the 
Government of that program ? 

Mr. Reuruer. No one knows, but I would think if we got into a 
subsidy program early enough so that we weren’t building on higher 
plateaus, I think in the last war in the whole period we spent in 
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the neighborhood of $4 billion. That, compared to the fact that infla. 
tion already has cost us around $17 billion, i is really small. I think 
$2 billion in subsides would do the job. 

Senator Bricker. Would it not take more than $4 billion becaysp 
of the devaluated dollar at the present time and because of the 
spread between the cost of production and the market price / 

Mr. Revutuer. I would say that would depend on whether you go 
in on the ground floor. The longer we wait the more it is going to cost, 

The CHarrMan. Of course you have to have the price fixed at 
every level to have subsidies, as we did in the last war. Talking 
about what the price of eggs is at the farm, then you have to have 
the wholesale price of eggs and the retail price 

Mr. Revruer. You can’t freeze the price to the farmer and they 
not freeze the others. 

The Cuatrman. The only way the subsidy could work, although 
I am not suggesting doing it, would be to break the chain reaction, 
Everything has to be frozen step by step and then there cannot be 
a chain reaction. 

Mr. Revtuer. That is right. 

The CHarrMAN. Someone asks why isn’t the farmer in direct com- 
mand of this. I do not know except from what I have heard stated 
here, which is that they do not believe in price fixing. You can see 
from the record that the American Farm Bureau testified to that. 
The Grange did state that if you go into anything, you even ougiit 
to go down to rationing if you were really going to go into it. 

Mr. Revruer. I think where you get commodities in short supply, 
you should have rationing by distribution and not rationing by pricing. 

The Cuarrman. They did not advocate rationing. I do not want 
to misrepresent the Grange. But the Grange said if you were going 
to go into control of meats, you would have to control it at the ration 
level. 

Senator Moopy. I might point out, Mr. Chairman, that Secretary 
Marshall testified that in dollars and cents inflation already has cost 
us $7 billion in the greater cost of military goods alone. So if we 

‘an stop this spiral, we are going to save money for the taxpayers. 

The Cuarrman. General Marshall testified that 20 cents out of every 
dollar has been lost due to increased cost, but as Senator Bricker and 
others have pointed out, some of that increased cost is due to improved 
types of machinery or types of things, so it can’t all be charged to 
that. It certainly is mostly due to that and from what testimony | 
have heard we are going to lose in the futuré 20 cents out of every dol- 
lar. Talking about the $35 billion that already has been spent and the 
*50 billion we are going to spend, everyone knows costs have gone up 
since we originally started letting contracts last October. 

Senator Moony. If we take off controls now and these prices start 
upward again we are going to lose a lot more than $7 billion. 

The Cuarrman. You are right on that. 

Senator Benton. $160 million extra cost for meat alone in the 
Defense Department, and that makes the point clearly here. If we 
are going to spend the $160 million extra for meat in the Defense 
Department and could effectively save that money through a subsidy 
program, not only will the Government be better off but the whole 
American people will be better off. 
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Mr. Reutuer. It is a 5 to 1 savings, roughly. 

Senator Capenart. You understand outside of the law which says 
that farm prices must be at parity, the Government now has the legal 
right by law to control all prices. 

Mr. Revruer. Only after they reach parity. 

Senator Carenart. I said outside of that portion of the law which 
has to do with parity. Outside of that, the Government at the mo- 
ment has all the authority in the world it needs to hold prices at exactly 
where they are today or where they were when the law was passed 
last September 9. 

Mr. Revuruer. But the subsidy thing is the thing that meets the 
problem of those items below parity. 

Senator Carenart. I understand that. 

Mr. Revruer. That is the thing we are talking about. 

The Cuatrman. The subsidy program was not discussed at the 
last writing of this bill, nor has it been recommended at this time. I 
am familiar with the subsidy program. You spoke about what Sec- 
retary Byrnes said at the time he was Economic Stabilizer, and War 
Mobilizer later on. Of course the subsidy program could not be suc- 
cessful unless, as you said, it was used to break the chain reaction, 
which would mean a price freeze at every level. 

Senator Capenarr. You understand, Mr. Reuther, that both the 
large farm organizations, the Farm Bureau and the Grange, have 
recommended eliminating controls on wages and prices. They both 
testified before this committee in recommending the elimination of 
that chapter from the act. 

The Cuarman, That is right. 

Senator Moopy. The meat people, Senator Capehart, also said that 
their price was subnormal although they are 52 percent above parity. 

Senator Carenart. I was not debating that at all. 

Senator Moopy. I know that. 

Senator Carenart. I was stating a fact of what has happened here, 
that both the big farm organizations, the Farm Bureau and the 
Grange, have testified recommending the elimination of both price 
and wage controls. 

Mr. Revruer. I think what happens on this beef question is the 
key to what is going to happen in the whole country because I think 
it is the single most ceneponn question with respect to our ability to 
control inflation in America 

The CuatrMan. And it is a hot political question. 

Mr. Revuruer. Sure, but Senator Maybank, I am a labor politician, 
you see, and I have to do things that are unpopular, but when they 
are right you do them because they are right and the people in the 
end respect you for them even though fe  disagret <d with you when 
you did it. 

The Cuatrman. I only mentioned that in connection with what 
you said. A mistake was made in beef, I don’t hesitate to say. We 
should have frozen the price when we froze other prices. It is tak- 
ing away a man’s property without due process of law when you go 
to rolling back prices. We should have frozen beef when we froze 
cotton in January. That is one thing I have tried to make plain, that 
I have never once said that beef was not too high. I have never said 
that it was not too costly for the working people, I have always be- 
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lieved that they should have used the program as we intended them to 
use the program. When it came around to the beef situation they 
should have frozen it and not tell a fellow in April or May that you 
are going to keep rolling his price back until October. 

Senator Carenart. If they were going to do it at all it should have 
been done last June 30. 

Senator Moopy. On that point, the beef, people were on notice, 
however, that their price was going to be.controlled and they admit it. 

The Cuarrman. In justice to the beef people they testified here 
they were led to believe they were not going to be controlled. 

Mr. Revruer. I say that the beef prices certainly are high, and 
nobody can deny it. I had a little discussion with a farmer friend 
of mine the other day in Washington. He has some association with 
the beef industry. I said to him, you know, we have wage contracts 
in the auto industry that give us parity, give us wage parity, with 
a cost of living escalator clause. I said, I am fighting before the 
Wage Stabilization Board to maintain parity. I don’t want 1 point 
above or 1 point less. If I went back to my fellows and said, “Fel- 
lows, I got you 159 points of parity in your wage contract,” they 
would say, “Reuther, you are a pretty good guy, you have done pretty 
well by yourself and by us.” 

That is the thing here. How can you defend 159 percent of 
parity when everybody else is fighting for parity ? 

The Cuatrman. That is what I told Dr. Taylor this morning. You 
heard the question I asked him about the escalator clause and what 
the Board intended to do. 

Senator Bricker. Let me ask you one further question, Mr. Reu- 
ther, in regard to the order of OPS slaughtering quotas. We have 
more beef than ever in the history of the country at the present 
time. We have a greater consumer demand than we have ever had. 
Yet OPS has ruled that the slaughterers are limited to 80 percent 
of quota of 1950 for slaughtering and there will be no farther 
slaughter permitted, because they have exercised, I think extra-legal 
authority and they claim they have the right to license slaughterers. 
With the demand for beef what it is and with the supply the greatest in 
the history of the country, do you see any justification for the slaugh- 
tering quotas that have been put on? Will they not drive beef into the 
black market and curb production at the source? 

Mr. Revruer. I do not know that I am competent to answer your 
question, but I would assume that the quotas were put there to try 
to prevent or discourage the bidding up of the cattle as they are 
brought into the slaughteringhouses. 

Senator Bricker. If they are going to fix prices they can do that 
by fixing prices. There will be no bidding up if they fix prices. 

Mr. Revutruer. I am not really competent to answer your question. 

Senator Bricker. I am concerned with getting beef at fair prices 
to the consumer and yet not put the producer and the slaughterer 
and the processor out of business. I don’t see how by limiting quotas 
to 80 percent of the 1950 slaughtering quota amount, you can pos- 
sibly accomplish that end. I just can’t understand it. 

Mr. Revrnuer. As I say, I am not in a position to answer that. 
I don’t know enough about that problem to comment on it intelligently. 
Senator Moopy. Senator Bricker, on that point there has been a 
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good deal of talk about the tendency of people to bring their beef 
in before it has been fattened. That may relate to the quota which 
has been put on. 

I think you might ask Mr. DiSalle to answer your question. 

Senator Bricker. We did when he was here. We asked Mr. Johns- 
ton yesterday. 

Senator Moopy. We did not have much time yesterday. 

The Crarrman. I have never been able to figure out the manner 
in which they handled beef. I understand it is high and I understand 
it to be above parity but I could never figure out the w ay they handle 
it, and every beef man who talked to me said he was led to believe 
they would not do anything. 

Senator Scuorrren. I will say to my distinguished friend and 
colleague in the Senate from Michigan that you cannot take a thou- 
sand head of cattle, or 500, and put them out like you can an auto- 
mobile and just let them sit there. You can’t store them. They have 
to eat. Somebody has to take care of them. When they clipped 20 
percent of the slaughtering quotas, the cattle that were en route to 
market to save the losses on these successive roll-backs dammed up 
back on the farms. All farm representations that have been made 
were to the effect that they were not consulted, that they were told 
there would be no roll-back. Farmers expected ceilings but they 
didn’t expect these successive roll-backs. Then to aggravate it, here 
came the ruling: 90 percent of slaughtering quotas per month. Then, 
bang, out of a clear sky came another 10-percent or 20-percent reduc- 
tion in slaughtering. 

The Cuatrman. And somebody has to feed them. 

Senator ScHOEPPEL. Somebody was dumb enough to think they could 
park them in a parking lot and have no additional expense. “It just 
shows that somebody hadn’t evaluated this whole picture in relation 
to the resulting repercussions. Naturally the cattlemen aren’t happy. 
They feel they have been discriminated against. They are going to 
lose about three-quarters of a billion dollars to a billion dollars, they 
say, and the boys who have gone out and purchased on contracts— 
they did not have escalator clauses in them, Mr. Reuther, but they did 
go down and buy hundreds’ of thousands and millions of cattle before 
these roll-backs were announced. They were firm contracts. Then 
they clipped them back on their slaughtering quotas when they wanted 
to get them into the market. They say, how come? They write me 
and say, how did you permit this thing to happen? That is the $64 
question I need a good bargainer to answer. 

Mr. Revruer. We had the same problem about the difference in 
automobiles, and I quite agree that when you keep a thousand head of 
cattle you have to feed them ev ery day, which is different from storing 
cars. We have made the very point about unemployed workers, They 

have to eat every day, too. 

The Carman. How much longer do you think you will be, Mr. 
Reuther ? 

Mr. Revuruer. I can do it very quickly if I may go on here. 

The Cuarrman. There is another quorum call. 

Senator Carenart. You have oy ane you want to testify. 

The Cuarrman. We will recess until 2 :: 

Mr. Reuruer. That is agreeable with 1 me. That will be fine. 
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The Cuarrman. Very well. 
(Whereupon, at 12:55 p. m., the hearing recessed until 2:30 p. m. 
the same day.) 


AFTERNOON SESSION 


The Cuarrman. I will ask the committee to come to order. 

At a hearing on May 31, the committee requested Mr. Roland Jones, 
Jr., of the American Retail Federation,after his testimony, in which 
he ‘suggested that some amendments should be made to the bill, to 
present those amendments. Mr. Jones has given me the amendments, 
and I will ask that they be printed in the record. 

Senator Scnorrret. They were to be inserted, were they not, as 
Senator Ives suggested, following his testimony ? 

The Carman. That is correct. 

(The material referred to will be found on p. 2025.) 

The CHarrMan. When we recessed, Senator Moody, you were going 
to ask some questions, I believe. 

Senator Moopy. I was merely going to comment, Mr. Chairman, 
on a point that was being made by ‘the Senator from Kansas. I think 
the point is past now. 

During the noon hour, Senator Schoeppel, I asked the OPS to get 
me a statement on this 80 percent matter and explain it. It was to be 
here at 2:30, and it has not been brought in yet. I hope to have that 
shortly. 

The Cuairman. Will you proceed, Mr. Reuther ? 

Mr. Revruer. We were discussing the beef problem before we re- 
cessed. 

I would like to point out that it seems to me that the people in 
the beef industry, while they have their problems, as everyone else 
in America have their problems, are in a position where the economic 
facts indicate that the price of beef has gone up much faster than 
the prices of most other things. I would like to submit these figures 
for your consideration : 

Since June of 1946, which was the last month of price control, the 
cost of living has gone up 39 percent in the over-all. Food prices 
have gone up 70 percent. Meat prices, all meat, have gone up 103 
percent. But specifically the price of beef to the consumer has gone 
up 155 percent. Now, that represents the largest single increase in 
any item of food. 

Since January of 1950, the cost of living has gone up 9 percent. 
The cost of foods as a group has gone up ‘15 percent. The cost of 
all meats has gone up 25 percent. And the cost of beef has gone up 
27 percent. The cost of hamburger has gone up 32 percent, ‘and the 
cost of a chuck roast has gone up 34 a 

Senator Moopy. On that point, Mr. Reuther, if I may interrupt 
you, I think you would be interested to know, because I know you 
have interest not only in consumers but in economics, that one of 
the witnesses for the meat people, Mr. LaRoe, when he said that 
the cost of hamburger was what he termed “subnormal now,” used as 
the basis for his statement the fact that an hours’ wages in 1951 can 
buy more beef than they would buy in 1929. I sceler whether or 
not you would like to comment on the imbalance of the economy in 
1929, which led to some rather sharp repercussions, as a result of 
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the fact that hourly wages were not high enough to buy a proper 
amount of hamburger at that time. 

Mr. Revruer. I think we got into the trouble we got into in 1929 
because we failed to recognize that in an economy w here we have the 
tools to create production we also have to have the necessary counter- 
part, an adequate amount of consumer income to purchase what is pro- 
duced. You can have all the theoretical price structures you want; but 
unless the people have the money to buy what is produced you get 
into trouble. That is the situation we got into in 1929. 

This fellow, Wilbur LaRoe, has been around here a number of 
times, and he has been “beefing” about the beef situation for a long 
time. Here is a clipping from the New York Times reporting on tes- 
timony he gave before the Senate Agriculture Committee, in December 
1943 when they were discussing this whole question of price control 
and meat prices, and so forth. He said at that time, as stated in 
the New York Times, that the beef industry and the packing industry 
were having the squeeze put on them, that they were really being 
squeezed and were making practically no profits. I would just like 
to point out that the meat “industry” s profits in the period of 1936-39, 
which was used as the base period to measure a profit position in those 
days, was $25 million. In 1940, it went to $46 milhon. In 1942, it 
went to $110 million. In 1943, it went to $134 million. In 1944, it 
went to $168 million. Now, Mr. LaRoe would have us believe that 
the meat-packing industry was really being abused and that they were 
being squeezed profit- -wise in 1943 and yet ‘their profits went from $25 
million in the 1986-39 period to $168 million in 1944. 

As 1 understand it, the price of beef is now 152 percent of parity; 
and with the roll-backs that are proposed in the regulations, they 
will still come out of it at around 125 per cent of parity. So they 
will be 25 percent above parity even when the roll-backs that are 
now contemplated are effectuated. 

Senator Scnorprer. Mr. Chairman, I would like to ask the dis- 
tinguished witness this question, or probably two questions: 

On page 10 of your prepared statement, which I have, I think 
you have just enumerated, since June 1946 a list of four items, the 
cost of living, the price of foods, meat prices, and beef prices. Was 
that not during a part or a portion of the time when we had subsi- 
dies? Now, should not this, as a matter of factual data and in- 
formation, be pointed out: that when we take prices during that 
period of time, the Government was paying subsidies on a lot of 
those items, which would not be reflected in the true market price? 

Mr. Revruer. It is my understanding that there were subsidies 
on some food items in that period. 

Senator Scnorpret. And that would make some difference there, 
would it not, Mr. Reuther ? 

Mr. Reutuer. Well, there were subsidies on meat products and 
other agricultural products in that period. 

Senator Scuorrret. That is correct. I did want that in the rec- 
ord. 

Mr. Revtuer. That is correct, Senator. 

Senator Scnorpret. Now. I am wondering, Mr. Reuther, if you 
are familiar with the breakdown in the peg on these roll-backs 
on the six grades of meat, I think it is; that is, the way the animals 
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grade. Referring to the top grades, which are prime, it is like say- 

ing that that is a Cadillac price. Very little in the way of choice 
cuts come out of beef. But the overwhelming mass of the pound- 

age of beef that goes into market from the ranches and the farms, 
the grass-fed that come in to the feeders, and go from there on 
through, under these prices are now obliged to get roll-backs. I am 
sure if you check that you will not find very much daylight on parity 
on that. I just wondered if you had checked that phase of it. Be- 
cause we get an erroneous picture of this. It would be like saying 
that the price of a Cadillac. automobile, that not very many of u: 
an afford to buy and drive, is going to set the criterion in the auto 
motive industry. We should not lose sight of the fact that when we 
go down to the Fords and Chevrolets and Plymouths, without speak 
ing disparagingly of other kinds of automobiles, we have a differ 

ent situation. But that is the type that most people can utilize. 

The same thing is true in beef prices. When you check, I think you 
will find that some of those classifications on ceilings are way down 
close to parity, and some of them might not be exac tly up to parity. 
I merely want to point that out. 

Mr. Reutuer. As I understand it, the figures that we are using 
here attempt to reflect the parity position of beef in what we would 
call the good grade of beef, which I understand is the bulk of the 
beef that is marketed. I appreciate that there is a difference be- 
tween beef as it is graded, but as I understand it, the parity figures 
we use reflect the economic position of the meat industry with re- 
spect to good grade beef, which is the bulk. It is not the premium, 
nor is it the lower grade. 

Senator ScnorprreL. And the majority of the meat that comes of! 
the farms and ranches does not come off as a finished article. They 
are the group that take the first impact of this thing. Then it moves 
on into the market, is picked up by the feeders, the semifeeding 
or full feeding group, which puts it in the prime market or the good 
market. But the average man who raises it does not get up into 
those brackets at all. And that is the great bulk of the meat that 
goes to market. 

Mr. Revruer. I think we can all agree that there has to be equity 
at each level, whether it be in the production of some industrial prod- 
uct or in the production of some agricultural product. I appreciate 
it that there is a fellow who raises the beef on the range and another 
fellow who feeds it and another fellow who slaughters it. There 
are different steps there. It seems to me the program ought to 
reflect equity in each of those groups based on the contribution each 
group makes at its respective step. It is our contention that the 
beef situation is out of line and that you cannot either morally 
or economically try to justify a continuation of parity of 152 per 
cent at a time when other economic groups ¢ are being asked to accept. 
in effect, parity. And certainly if we are going to control the cost 
of living, we have to put first things first. 

The thing I want to talk about now briefly is the wage stabiliza- 
tion question. 


Senator Moony. Before you get off meat, may I ask the Senator 


from Kansas, who knows a great deal about this matter of market- 


ing cattle, whether it is not true that while some of these feeder 
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cattle have been bought since the freeze, most of the feeder cattle 
are bought in the fall, when the prices go down ? 

Senator SCHOEPPEL. I will say to the distinguished Senator from 
Michigan that there is the big difficulty. Thousands, hundreds of 
thousands of these cattle were contracted ‘for in August for September 
or October, and some November deliveries, at these | figures and prices. 
And they ‘moved on up into the areas that would hold them for 
the beginning of the pasture season which comes on this spr ing. And 
it is that great group that was caught with this roll-back in successive 
stages. The bulk of them, on the contract type of cattle that is pur- 
chased in the Middle Western area, that is, the grass-fed type, are 
contracted for in the fall down in Texas and New Mexico and Arizona, 
and down in that great southwestern part of our country, raised on 
those ranches, and they then move on up into the midsection for 
grasses, and then move on into the market where the semifeeder and 
feeder group pick them up. It is that group that has been hit by 
this thing, with the banks calling them and saying, “Get out from 
under this thing, because with the successive roll-backs you will 
get hurt.” And this question of the roll-back had an impact on the 
slaughter quarters. So they cannot move them on in, with the rapid- 
ity of slaughtering being what it is, and are forced to hold them back, 
taking a further additional loss. And, as was pointed out by the 
distinguished witness, there are so many inequities that there obv iously 
should be some flexible adjusting and a realistic zone or relati ionship 
of administration to remedy as many of these glaring inequities as 
possible. That is the great difficulty that we are finding in the cattle 
business now, as there men are ¢ ‘aught in the in-between picture with 
contracts on their hands with roll-backs, and they cannot even get 
a lot of their cattle to market, because it exceeds marketing quotas. 

Senator Moopy. In just the last few minutes, Mr. Chairman, this 
statement has come in from OPS, explaining some of the matters that 
were gone into this morning. 

The Cuatmrman. It will be printed in the record. 

(The statement referred to will be found on page 1302.) 

The Cuarmman. Again I want to repeat that the only complaint I 
have with the Price Administrator is that the roll-back of the prices 
on these cattle that these people have bought for future delivery will 
either make them take a loss or break the contracts. You cannot get 
around it, no matter how you try. 

When you start to roll back prices, where a man has a contract in- 
volving future months, he is either going to suffer or he is going to 
have to break his contract. I have never maintained that the price of 
beef is not too high. I do not want anybody to misunderstand what 
I have said, but I did think it was rather unwise to freeze every- 
thing in January and then come along to March and April and freeze 
beef and roll it back. These people entered into their contracts be- 
tween January and February for future deliveries this fall. That is 
all I have ever said. I just want the record to show that. I do not 
think anybody is going to deny the statements that Mr. Reuther made 
about the price of beef being out of line with other agricultural com- 
modities insofar as parity is concerned. The only question that I ever 
had is: Why did they not freeze it when they made the other freeze 
in January ¢ 
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Senator Moopy. Mr. Chairman, this statement indicates that quotas 
do not restrict production. That is not on your point; I am bring- 
ing out a different point now. I was referring to this statement of 
OPS in response to the questions which were put this morning on the 
quotas. 

The CuatrmMan. The quotas mentioned by Senator Bricker? 

Senator Bricker. They only deal with the 90 percent; and the state- 
ment is absurd on the face of it if you read it. It only says that if 
the quotas need to be higher we will put them higher, if the quotas 
meet the demand. That is not true. What is the reason for having 
quotas if you are going to meet the demand anyway? 

‘Oman Moopy. The purpose of this thing, as I understand it, Sena- 

, just having read the statement, is that there is an effort being 
ee here to keep meat out of the black-market channels; and if they 
have a quota, the assumption is that the processors of that meat will 
fight to get their share under the quota, and therefore the meat will 
not flow outside of the regular marketing channels. So they are en- 
deavoring to set a quota, as I understand it, which is in line with the 
actual marketing of the beef, so that that beef will be marketed 
through the channels in the regular way, rather than going outside 
of regular channels into the black markets and losing a great many 
of the materials that are in the beef. And the total quota represents 
100 percent of this year’s supply, which may be 90 percent or 110 per- 
cent of last year’s supply. 

Senator Bricker. Well, I know it is based on 1950 slaughtering 
figures. The fact is that the statement is absurd on the face of it, 
because if they had planned a program to drive beef into the black 
market, I do not know how more effectively they could have done ii 
than in this system they have set up. The fact is that we have more 
beef on the hoof now than we have ever had in the history of the 
country. People are wanting it at the present time. Yet they limit 
the slaughtering quotas to 80 percent of 1950 under the present 
slaughtering order. 

Senator Moopy. In the case of pigs, the quotas are higher. 

Senator Bricker. They ought to be higher. There are more pigs 
coming into the market. 

The Cuamman. Will you proceed, Mr. Reuther? 

Mr. Revrner. I would just like to close, on the beef problem, by 

saying that if you are going to get controls in America, then the bee! 
question is really the thing that is going to decide that. Because if you 
cannot find an economic or moral justification for effectuating con- 
trols on a commodity that is 152 percent of parity, then by what vard- 
stick do you measure when it is necessary to move in on a product! 
If you cannot do it there, you cannot do it anywhere. 

The Cuamman. You could never find me differing with you on that 
statement, but I still go back to the fact that they ought to have done 
something last October or November. They should have done the 
same thing they did with cotton. I think no one who has been before 
this committee is fairer than you are, and I am sure that you can 
recognize that point. 

Mr. Revruer. Dealing with the question of wage stabilization, as | 

said earlier, I am not coming before your committee and advocating 
that you ought to control the other fellows so that we can go uncon- 
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trolled. The United Labor Policy Committee, which was made up 
of the AFL, the CIO, and some of the railroad brotherhoods, to- 

ether representing approximately 15,000,000 organized wor kers, are 
in favor of a wage stabilization program, but they insist that such a 
wage stabilization program must work within the framework of an 
over-all stabilization program. You cannot stabilize wages if every- 
thing else in the economy is unstabilized. A wage stabilization pro- 
gram is merely part of the total job. 

Now, we are in favor of the total job being done, including the 
part that affects us directly, but we certainly would not stand idly by 
if they attempted to stabilize wages and everything else was un- 
stabilized. Weare in favor of an over-all program of economic stabili- 
zation, including wage stabilization, because we know that if you are 
going to stabilize the ec onomy you have to stabilize ever y phase of the 
economy, including wages. 

I would like to make this distinction. There is a distinction be- 
tween wage stabilization and wage freezing. Just as in the adminis- 
tration of any other economic program, there has got to be some 
flexibility and some adjustments here and there. And specifically, to 
make it simple, we favor wage stabilization that permits adjustments 
to meet a rise in the cost of living. 

The Cuarrman. That is exactly why we passed the wage stabiliza- 
tion bill last year. Because we appreciated the fact that there would 
be these rises in living costs, and we appreciated the fact that there 
would be hardship cases. I want to speak for the committee. That 
is why we would have no part in a wage freeze. 

Mr. Revruer. You were correct. 

The CHarmman. We advocated wage stabilization after hearing you 
and other distinguished labor representatives before the committee. 

Mr. Revurner. You were absolutely correct in that ; because you have 
got to have the necessary degree of flexibility in your wage stabiliza- 
tion program to make adjustments for the cost of living. Any seg- 
ment of the great American economy has got to be so treated. 

Also I think it must provide for recognition of the productivity 
increase. I mean, the act specifically puts incentives on industry and 
agriculture to get greater production. That same principle ought to 
apply to wage earners. 

The Cuamman. You heard what the doctor said here this morning 
about benefits for productivity. I hope it works out. 

Mr. Revutner. I do too, and I hope they do it real quick. Ihave a 
million fellows back home asking me that question. They are getting 
louder every day. 

The CuHamman. You heard what the doctor said this morning. 
Are they going to meet today, or is it tomorrow ? 

Mr. Revruer. They are meeting right now. 

The other thing is the inequities. There will always be inequities 
that have to be worked out. ‘There ¢ gain, many of these wage inequi- 
ties are not solely a question of individual justice to the individual 
wage earner or wage earners. They may be the question of how you 
get on with the produc tion job. 

Take the matter of copper production. We will have to get into 
that, because it is a very serious problem. So you have to have a 
wage policy that is flexible and that can meet these practical problems. 

We cert tainly come before this committee with clean hands on this 
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whole question of the cost of living. I think I said before, and state 
now, that the union of which I am the president is perhaps in a better 
position to protect itself and its workers against increases in the cost 
of living than any other union. We have a million workers covered 

by cost-of-living clauses; automatically they get an increase. Under 
those cost-of-living clauses, we have 19 cents per hour cost-of-living 
increases, and I have told those workers that-we would all be better 

off—the workers and everybody in America—if they lost every one 
of those 19 cents by having prices rolled back to where they were before 
they got the 19 cents. We do not want to be in a position where we 
would say we don’t care where inflation goes and that we will just cash 
inasitgoesup. We know that nobody can profit out of inflation. We 
know that those 19 cents are being paid in th 1e wooden nickels of infla- 
tion. They won’t buy a thing more, and every worker would be better 

off without those 19 cents if prices could be back where they were before 
they got the 19 cents. Then the few dollars they have in their savings, 
the war bonds, and so forth, would be worth something. Retired 
workers receiving substantial pensions because of our collective-bar 

gaining cotnracts would have the buying power of those pensions 
protected. 

So we take the position, rather than saying, “While we are pro- 

tected, let the other fellow weather the storm as best he can,” that we 
know that fundamentally we cannot protect ourselves except by fight 
ing to help to protect everybody in the communities in which we live. 

Senator Scnorrren. Mr. Reuther, going back again to the very 
thing you are on now—wage stabilization—and keeping in mind that 
we were talking about beef prices: Now, I am talking about the agri- 
cultural class as a group. Many of these farms are small manufac- 
turing concerns, 6 million of them in the United States of America. 
Oh, we hear about these great big ranchers with the big cowboy hats 
and we see pictures of them sitting up on their fences—the dude 
affairs—but that is not the case with the fellow in the farming class. 
It is the fellow who raises cattle, sheep, chickens, pigs, maybe raises 
some wheat and oats and barley and flax, and down farther south ii 
is cotton, and in different sections of the country it is different things, 
depending on the area. Now, the average price of all of those agri- 
cultural workers in relation to the industrial workers is relatively low. 
Secretary Brannan pointed that out and it was pointed out here the 
other day. As a proportionate part of the national income, the agri- 
cultural group, as a group, has been low. 

Now, this is the thing I want to ask you about : We have to consider 
the classification, and somebody’ s responsibility it is, of course, to make 
these proper adjustments. 

For instanee, I have before me here for February 1951 the average 
hourly earnings. In metals it was $1.6814 an hour; in bituminous coal 
it was $2.21 an hour; in petroleum, $1.90 an hour; in contract con- 
struction work, $2.11 an hour; and w atch this one: electrici: ans, $2.47 
an hour; plasterers, $2.65 an hour; and I will tell you that when you 
go into my area and look at the carpenters’ salaries and the plunmbers’ 
salaries you will see they are really going up. 

When we take it and measure it over ‘against a unit in the farming 
oper ation, a lot of these products are not yet at parity, and you have a 
disparity within your own laboring groups, some of which, of course, 
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you do not represent, but you do represent a great segment of the 
highly industralized portion. And you find disporities in prices as to 
skilled and nonskilled all thr ough there. You try to average them 
up, do you not? The difficulty has been in much of this agricultur: il 
picture that they just pick out the one thing, say, beef, for instance. 
And they can well point their finger at it, losing sight of the fact that 
there are a lot of S cheve:; in there that have not received the proper 
readjustment consideration. That is the thing that some of us in the 
Midataets away from the highly industrialized areas, are interested 
in. It is not because we are not sympathetic, but because we can see 
that there is an understandable reason for their wondering where this 
is going when they clamp down on one segment. And ‘the f farmers 
could say, “Well, if they are going to take as parity the plasterers, 
the electricians, and the plumbers, that is 137 or 150 percent of parity 
as labor prices go.” And it wouldn’t present a true picture in your 
cross section. All those factors should he taken into consideration. 

And I recognize that in this defense industry, where we are jam- 
ming and rushing to meet our industrial quotas on defense matters, 
we do not have the time to do that. But certainly it does not preclude 
those in administrative positions from taking a readjusted look at it 
in the face of these inequities and then saying, “Well, we will scale 
this down within a zone of reasonableness and an equitable approach 
to these things”; which they have shown an awful desire to drag their 
feet on. That is what makes the agricultural interests somewhat 
fearful of where they are going to finally come out. 

Senator Bricker. Do you have the daily wage of the agricultural 
worker there? 

Senator Scuorrrer. I think that was put in. Figured on a some- 
what comparable basis as to people on the farm, it is less than the 
90 percent that was allowed to agricultural workers by the Admin- 
istrator the other day. That was testified to in this committee. So 
we figure we are maybe just catching up. 

Mr. Revruer. I am completely sympathetic with the problem of 
what we call the family farm in America. I think it is certainly re- 
sponsible for a great percent of the total agricultural production. A 
fellow who has a farm with a couple of boys and cultivates-that farm 
is in a position with which I am completely sympathetic. There was 
a time when I thought I would wind up being a farmer. I chose to be 
a laborer, and here ‘T am. 

We are sympathetic with the principle of maintaining the highest 
possible family farm income. I agree that the family farmer has a 
rounded crop, some beef, some poultry, a few hogs, and a garden 
patch, from which he sells to a market. You just cant’ look at beef 
and say that determines his income. He may have a whole number of 
things that go into his total family income. But you have to start 
some place in this fight against inflation. And it seems to me that 
you have got to put first things first, and the beef thing is the most 
out of line among the important agricultural products that consumers 
consume directly. It seems to me that is perhaps why the price 
control agency took on the beef thing at this time. 

Senator Scnorrren. And they are not too well organized. 

Mr. Revrner. You see, I also criticize the price- control agency, 
unfortunately. That is not what we are doing here today. We are 
talking about a new act. If you want to ¢ all a heari ing and discuss 

















2168 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 





the administration of the act, I can have some very unfriendly things 
to say about what they are doing. But that is not the purpose of this 
hearing. 

Senator Bricker. You must recognize this also: That during the 
past 3 years, wage rates have gone up appreciably. Income of busi- 
ness has gone up appreciably. While the one segment of the whole 
society that has gone down in its income, either in ratio to the econ- 
omy of the country or in actual incomes has been the farming ele- 
ment, which has consistently gone down from 1947 to the present 
time. 

Mr. Revruer. But their income was unusually high in 1947. 

Here are some figures on the basic commodity prices. By mid- 
October, raw materials were up 25 percent. By mid-May, raw ma- 
terials were up 39 percent over June of 1950, Wholesale prices were 
‘ 17 percent. Cost of living was up 8% percent. That is the 

March figure. Food prices were up 10 percent. Clothing prices 
were up 101% percent, and house furnishings 15 percent. Now, as 
to wages, all manufacturing industries, straight time, by mid-October, 
were up less than 2 percent. By February 1951, they were up 7 
percent over June of 1950. 

Here are some comparisons. The over-all commodity prices were 
up 25 percent by mid-October—that is materials. Wages were up 2 
percent. Profits were up 30 percent. 

That is what happened to wages as an aggregate income, as com- 
pared to profits, as related to the prices of these basic materials. 

Now, it is obvious that you can’t let that sort of thing continue 
unchecked without very serious economic repercussions. And the beef 
thing is the farthest out of line in the agricultural industry, and it 
seems to me something had to be done there. Now, I am certainly not 
prepared to say that everything administratively is done perfectly 
because I know better. 

Senator ScuorreL. The very illusion I want to dispel is this, Mr. 
Reuther: Because they buy it in Washington or in New York, that 
does not necessarily mean the man who produces it and struggles a 
year or 2 years to bring it to the point where it goes to the market, is 
the fellow who is getting all of it. Mrs. Schoeppel and I paid $1.10 
a dozen for eggs in Washington, and a lot of them paid $1 and $1. 05. 
If you were lucky, you could buy them for 95 to 97 cents in the store. 
Back in Kansas, the good old honest-to- goodness mothers of children 
on those farms were out there raking and scraping and taking those 
eggs out of the hen house and getting 32 cents a dozen for them. I 
could rise up in holy horror and say “How come?” But that is where 
I was on the receiving end. I was giving $1.10 and 97 cents. There 
is a great disparity there. Maybe I ought to start cussing the fel- 
low in between there some place. 

Mr. Revurner. That is not a bad idea. 

Senator Scsorrrenr. But that happens. And it happens right 
straight down the line with beef and pork and mutton and poultry. 

Mr. Rurruer. There is no question about it, and that applies to 
many agricultural commodities. I think on a 17-cent loaf of bread 
the farmer maybe gets 2% cents out of that. The processors in many 
cases, I think, have margins that are too large. I think sometimes 
the processors are not only farming the farmers but they are farming 
the consumers. They are the fellows that are really making the big 
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profits out of the consumer’s dollar in terms of foods. And I think 
that that whole problem of the processors’ margins out to be checked 
into. If the fellow who produces the dozens of eggs gets 27 cents, 
and the consumer has to pay a dollar, I think that margin between 
what the consumer gets and what the consumer pays could not be 
justified, based upon the cost of distribution. Because in the case of 
a dozen eggs, there is not a great deal of work that goes into the proc- 
essing of those eggs. I mean, you may grade and crate them. You 
may put them in “pack: ges of 1 dozen. But that is probably done 
mechanically in most cases in the bigger distribution centers, and that 
should not cost very much. I do not see how you could justify a 
spread from 27 cents a dozen to a dollar a dozen. _And if that is hap- 
pening—and we know it is happening—we are willing to support ef- 
forts in the direction of cutting down that margin. 

Senator Bricker. Right now the figures show that the farmers’ in- 
come in the Nation as a whole will buy 10 percent less than it bought 
in 1947. 

Mr. Reuruer. The farmers in 1947 had an abnormally large share 
of the total national product in terms of purchasing power. They 
did lose ground in the period of 1948 and 1949. They are now regain- 
ing that. 

Senator Bricker. In 1947, his income was less than the average 
net income. His ratio had not gone up in proportion to other members 
of society, particularly the manufacturer, and labor in industry. 

Senator Carenart. In 1948 the farmer got $18,000,000,000 net. 
In 1947 he got $14,000,000,000, I think. And then it went down to 
$13,000,000,000 and it is back up now to, I think, between 13 and 14 
billions. That is his net after taking all of the expenses. Those are 
governmental figures. He is still about 15 percent below what he 
was in 1947. 

Now, you have some exceptions to that, of course. Beef is not as 
high as it was in 1947, but it is certainly much higher than it was 
6 months ago. 

Senator Bricker. I want to put these figures in the record, from the 
Survey of Current Business on Farm Wages. In April of 1950, it 
was 70 cents; in July, Z cents; in October, 66 cents; in January of 
1951, 70 cents. That is farm labor. 

I wonder if you have the figures on what the effect on the cost of 
living would be if all farm products were up to parity? 

Mr. Revrner. I think that the increase on food would go up over 
5 percent. 

Senator Bricker. I heard figures the other day indicating it would 
be about 2 percent. 

Mr. Revutuer. Five percent on food. 

The Cuatrman. And 2 percent on the cost of living. 

Senator Bricker. That is what I asked about, the cost of living. 

Mr. Revuruer. That would be about 2 percent, based on 5-percent 
increase on foods. 

The idea I am trying to put across is that you have to get some 
equity into this thing. The fellow back home on the machine is in 
the position where his attitude is almost solely determined by the 
impact of his problem at the grocery store. If he finds that he is on 
the short end of this thing, that you, controlling him and not anybody 
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else, you are in trouble. Because you cannot make free people cdo 
things just by passing a law. You get them to go along becaus: 
they think it is a just law, because they think it is a fair law. In 
this situation we are in favor of wage stabilization, but we are in 
favor of that only if it is within its framework of an over-all pro 
gram, and that means getting effective controls with respect to the 
cost of living. We need an effective rent-control law. And the fellow 
back home feels that unless you have got a program based upon an 
over-all equality of sacrifice approach, what you are doing is reducing 
the standard of living of the little guy, but you are not reducing tli 
standard of luxury of the big fellow. That just won’t work. 

Senator Bricker. We had testimony here the other day that the 
cost of chickens and fowl had gone down considerably because wi 
increased production, and it is by far the cheapest meat you can get 
at the present time. 

Somebody asked General Marshall on the stand if he felt that the 
could substitute chicken, at this cheaper price, for beef, as a part of 
the Army rations. He said he was not interested in mutiny. I suppos: 
the same thing would likely apply to this case, would it not? 

Mr. Revruer. That is right. That is why this is the kind of coun 
try it is, because people have stood up and fought for their rights. 
You cannot change that. We do not want to change it. 

Senator Caprenart. I do think the people themselves, though, could 
do a lot by just not buying so much and controlling the prices, them- 
selves. I think an educational campaign of some sort would be well. 
The people could break the market on anything in America any time 
they wanted to. It is hard to do it, of course. They have got to eat. 
and they have got to live. 

Mr. Revruer. It is a biological necessity. If anybody could find 
a way around that, it would be a very important contribution to the 
world. 

Senator Capenarr. It is very hard to get them all together on some 
thing like that at the same time. 

Mr. Revruer. That is right. 

Senator Capenarr. But the people can break the price any time they 
wanted to, 

Mr. Revuruer. I*have already touched upon the importance of 
strengthening the rent-control part of the Defense Mobilization Act 
and its practical impact upon the production job. 

On the materials-shortage — we are greatly disturbed by 
statements that are being made by the heads of the steel industry. 
Mr. Fairless said, I think, about 10 days ago, that we were much 
closer to a steel surplus than many people realized. 

Now, that is the old philosophy of economic scarcity cropping up 
again. It comes up every time. And I say that people who believe 
that America is going to have a steel surplus have no faith in the 
future of the American economy. 

I testified in 1947 before a Senate subcommittee—I think Senator 
Martin was the chairman of that committee—on the steel shortage. 
We showed them figures that proved that in terms of the per capita 
a of steel we had to expand our steel production capacity 

y around 20,000,000 tons. And yet the steel industry spokesman 
in that hearing said that we already had more capacity than we needed. 
They said we had enough for the next 20 years, enough capacity. 
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Now, we had that problem before Pearl Harbor. I was working 
with the old Advisory Defense Committee, and the question of steel 
capacity came up there. And they said we had plenty of steel, plenty 
of aluminum, plenty of copper, plenty of everything. And what hap- 
pened? After Pearl Harbor we found we didn’t have enough, and 
the Government had to subsidize production, had to go into direct 
construction to get adequate plant capacity. 

Senator Moopy. If you will permit an interruption there, this may 
interest you. I presume you are referring to the report that came out 
after World War II? 

Mr. Reuruer. That is correct. 

Senator Moopy. In the early days of World War II, a very nice 
luncheon was given for some members of the press here in Washing- 
ton. I happened to have been invited. And the purpose of that lunch- 
eon was to educate us on the fact that there was plenty of steel in 
the country, both for the civilian economy and for the defense pro- 
duction. I was impressed at that time that there seemed to be some 
apprehension about an expanding steel capacity and some lack of 
confidence in the ability of the country to absorb a greater amount of 
steel. I think that the purpose of that luncheon has been quite well 
discredited since that time. 

Mr. Revuruer. I think that anyone who puts an arbitrary limita- 
tion upon the over-all steel productive capacity of America is putting 
a limitation on our future. Because the steel industry is the key 
industry. It regulates the number of automobiles we make, refrigera- 
tors, freight cars, and so forth. 

Senator Bricker. That would have been adequate to domestic needs 
by the present time, would it not ¢ 

Mr, Reutuer. Not if they had carried out the position they stated 
to the 1947 Senate subcommittee hearings. 

Senator Bricker. But in 1948, when there was no war coming up, 
there was an adequate supply for all. 

Mr. Reurner. Oh, no. The steel industry has been rationing steel 
to the auto industry ever since the war was over. We never have had 
enough steel. 

Senator Bricker. At any time? You would have today, if it were 
not for the impact of war. 

Mr. Reuruer. If they had maintained the level of production they 
indicated 

Senator Bricker. No; I say the actual production that was under- 
way, the actual production underway and the anticipated production, 
up to the present time. And they were expanding, as you know. 

Mr. Reuruer. I have been advised by people in management, in 
the auto industry, that at no time since the war did they have an 
adequate supply of steel. And the auto industry at one time consumed 
47 percent of the total sheet steel rolled by the industry. We are 
the largest consumer of sheet steel. We at no time had enough steel 
to meet the potential production schedules that could have been real- 
ized had we had sufficient steel. 

Senator Scnorrret. Mr. Reuther, I am really serious about this. 
I do not know anything about the steel business. But what in the 
world possessed men who have been in that industry for years and 
years, all their lives, in trying to hold down the production of steel ? 
Has there been a feeling developing in the steel industry that they 
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want to keep it in a kind of a closed little circle and keep prices up! 
Or just what has been the reason for this? Now, I am very much 
interested in what you had to say about the automotive industry 
practically, in a sense, rationing among themselves the steel that they 

were using; and that they could have used more. And yet every ton 
that they can make represents a profit and represents an opportunity 
to expand the steel plants. I just cannot figure this thing out. 

Mr. Revrner. You are trying to be logic al That is why you cannot 
figure it out. Because the answer is so"Hlogical that if you approach 
it on a logical basis you can’t find the answer. 

I think if you will take the time to analyze carefully the statements 
that have come out of the American Iron and Steel Institute and other 
statements issued by spokesmen of the steel industry, you will find 
that they are wedded to an antiquated philosophy of economic scarci- 
ties. They operate on the basis that boom and bust is an inevitable 
thing that by divine decision must come about, and therefore they are 
planning on the next depression. 

Now, the thing that they do not realize is that a free economy can 
remain free only | so long as it is dynamic and expanding; that a static 
economy cannot survive. 

This whole concept of the kind of free economy that we believe in 
in America is possible only as long as there are new industrial fron- 
tiers to conquer. When we are exp: yanding, we are producing a greater 
and greater abundance of wealth. 

The trouble with the steel industry is that they think they can recap- 
ture the past in the future. They think the future is something that 
is behind us instead of ahead of us. Therefore they project their pro- 
duction schedules on the assumption that there is going to be a depres- 
sion, and therefore in that depression the present productive capacity 
will yield a surplus. Now, actually, if you project the per capita con- 
sumption of steel in Americ: a—and since steel is the basic product, you 
‘annot raise the living standards of America, and you cannot make 
better agricultural equipment and all the other things we need unless 
you have more steel—if you just project the per capita consumption 
of steel, you will see that the increase in population, to say nothing 
about an increase in the standard of living, will require greater stee| 
production. But these fellows have no faith in America. You can 
start back in the days of the report you mentioned, Senator Moody, 
and you can take it step by step up to Mr. Fairless’ statement of 10 
days ago, and you will find the same old attitude of economic scarc ity. 
“Keep production down, keep prices up, and get security out of a 
limited amount. 

That is completely wrong, and that is why I think in this Defense 
Production Act you have to put in provisions that if the steel indus- 
try or any other basic industry refuses to expand production capacity 
sufficiently to meet the Nations’ needs, both in terms of our over-all 
economy and our military needs, then the Government, as the agency 
of the people, must of nec essity—it has no choice in the matter—step 
in and fill that deficit. 

The way we prefer to have it done is to have private capital expand 
to meet the needs. But supposing they say they won't do it. Then 
the Government can’t sit back and say, “Well, it. is unfortunate that 


the steel industry will not meet our needs. We can’t do anything 
about it.” 
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Whenever a private economic decision jeopardizes the public good 
and the security of our nation, a democratic people have a right to act 
through their Government to meet that deficit. 

Senator ScHorrre.t. We have in this bill, of course, the framework 
for that very thing. And some people are bitterly opposed to it. 

Now, I do not want to take you afield, but there is another phase of 
this thing that I am very much interested in, as other members of 
this committee happen to be, and I would like to have your views on 
this, Mr. Reuther. 

We have found, from the way they moved out to grab certificates 
of necessity in the steel industry, that they were probably in the fore- 
front. It was not limited only to that, but I think the steel boys were 

pretty well in the front ranks. They were reaching the goal line 

cities than most of the other fellows, and small business has been 

aoned on that. Now, what do you think that program will be, 
namely, the issuance of certificates ‘of nec essity to the steel industry 
and some other regulated big industry, about the expansion of their 
plants and their programs? “Do you have a judgment on that? I do 
not want to break into your continuity, of course. 

Mr. Reuruer. You are talking about this whole progr am of accel- 
erating the amortization of new plant construction ? 

Senator Scnorrre.. That is right. 

Mr. Revruer. It is true that if you will find the total certificates 
issued making provision for this shorter period of amortization, you 
will find that a few big corporations have gotten the major share of 
those certificates. And I believe that these fellows deliberately and 
wilfully and consciously dragged their feet until they could get a sit- 
uation where, in effect, the Government is paying for about 80 percent 
of some of those plants. I wish a worker could buy a home on that 
kind of a tax arrangement. You would find a lot of people who now 
cannot afford to buy houses able to afford them. 

Senator ScHorrre.. We are finding an awfully large group of smali 
businesses that have made application before the summary depart- 
ments on the granting of those amortization certificates and rights. 
They have not fared very well, if at all. And it is creating a very 
skeptical feeling among a world of small businesses in relation to 
the number that have been granted to these large groups. 

Now, if they get that, then is there : any justific ation for their not 
having the plant capacities to meet the quotas reasonably well? And 
no only in this defense period—that need should be met first—but 
following that defense and critical period, when it ends, should they 
not be responsible then to see that those capacities are kept up? 

Mr. Revruer. Absolutely. I have been making a lot of noise about 
this for a long time, and it was very encouraging to find about 6 months 
ago that the. president of General Motors Corp., speaking before, I 
think, the Executive Club in the city of Detroit, took the steel in- 
dustry to task. He said that they did not step up to their responsibility, 
that they didn’t demonstrate vision. I mean, American industry is 
supposed to be courageous, is supposed to take on new projects, con- 
quer new horizons. The steel industry hasn’t. They have been look- 
ing backward. The way I see it, they have been trying to drive our 
economic automobile down the road to the future with a rear-view mir- 
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ror instead of a windshield. They have been looking at where we 
have been instead of where we are going. 

Senator Bricker. The steel industry has been increasing rat/\ey 
rapidly. It is anticipated that the capacity will be about 15,0009 
ingot tons by the end of 1952. They have gone into South Americ, 
and explored great reserves of raw materials. They have been <e- 
veloping also the secondary reserves in this country rather ray |!) 
in recent years. Now, it might not have been fast enough. It might 
have been encouraged by the acceleration program of amortization 
certificates. Whether we agree with that or not, it has gotten t\p 
expansion. 

Mr. Revruer. They are planning on about an 18 billion ton expan- 
sion at the present time. That is a step in the right direction. But 
what bothers me, Senator Bricker, is that they dragged their feet «}] 
during these critical months when we should have been doing the job. 
We lost many valuable months. And they did not move until the 
amortization provisions came along. What bothers me is that on top of 
that, 10 days ago Mr. Fairless said, “We are getting close to a steel 
surplus.” This is before the 18 million tons. I think we picked up 
only 214 million tons of that. The rest have not been built. 

Senator Bricker. We are at about 105 million tons at the present 
time, are we not? 

Mr. Revruer About 10314 or 104 million tons. 

The fundamental problem is one of attitude. I said a long time 
back that we, in America, need a fifth basic freedom. The four basic 
freedoms are adequate for most of the world, but we need a fifth basic 
freedom, freedom from the fear of abundance. 

When we get into a war situation, we know how to turn on our 
production machine pretty good, and we increase the total production 
of wealth a great deal. Because we destroy a large portion of that 
wealth on the battlefields of the world there is a tremendous economic 
waste. It is necessary in a war. But when we get back to normal 
civilian production, we are afraid of ‘abundance. The steel industry 
is afraid of abundance. That is their basic problem. They try to 
get security out of scarcity. And I say that that not only is wrong 
economically and morally, but it jeopardizes the whole future of 
America. 

Now, on this problem of the allocation of materials, I think that 
problem has to be gone into pretty carefully, so that we dovetail our 
defense production program and our civilian program in such a way 
as to minimize dislocation on unemployment. As materials become 
necessary for defense production, no one can argue that you cannot 
cut civilian production. You must cut civilian production. But 
civilian production should not be cut in advance of that material being 
needed for defense production. 

Right now I think we are going to get into unemployment in a num- 
ber of spots. I know there is going to be some in autos. There is 
already considerable unemployment in the electrical industry and 
some of the other industries. And we believe that a very careful look 
ought to be taken at the defense material needs, so that we are certain 
that no more material is being channelized in that direction than is 
required. 

The other problem that has to be worked on is the whole question 
of the machine tool industry. The biggest bottleneck in getting into 
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actual production of defense goods is the tool machine industry. That 
industry is 214 to 3 years in backlog. 

it seems to me that we ought to do everything we can to try to tag 
certain important projects to get them through. And if a company 
as 20 Bullards, which is a machine that we use for machining differ- 
ent forms, on order from the machine tool industry, all 20 of those 
machines may not be needed to get into production. Maybe they can 
vet into production with 5 of them. And maybe if they get 5 more 
3 months later, and 5 more after that, they can keep stepping up their 
production. Maybe 5 will get them into production, but they need 
90 to get maximum production. They may not need 20 for another 
year. And because industry is trying to get all 20 at the same time, 
there is some other program being held up. This whole tool machine 
industry has to be worked out carefully, so that we tag specific projects 
with top priority and get them out and then move on to the next most 
important project. . 

In our industry, we have got among the Big Three, I think, about 
$5 billion worth of defense contracts. And I would guess that they 
have not got 10,000 people working on defense contracts. The thing 
that holds them up are the tool machines. You cannot start producing 
until you get the tool machines. And that is where the unemployment 
will develop. There will be big war orders in defense centers, in 
industrial centers, but no tool machines to translate those war orders 
into actual employment, The tool machine industry is really the most 
serious bottleneck in the whole production effort as far as getting 
production rolling in these defense plants is concerned. I think that 
problem has to be gone into very carefully. 

I would like to say in conclusion that I believe very sincerely, with- 
out trying to be dramatic, that the decision before your committee is 
perhaps one of the most important and critical decisions to he made. 
What you recommend to the Congress and what Congress does in the 
way of specific legislation will determine the kind of economic tools 
with which the American people will work in the period ahead. 

Senator CapenArt. Were you fairly well satisfied with the bill we 
passed last year, generally speaking ? 

Mr. Reurner. I think it was weak in a number of respects. It was 
weak on rent control. 

Senator Carenart. We did not pass that. 

Mr. Reuruer. I know, but I think an over-all law would include 
that. 

Senator Carenart. I am thinking of the 1950 Defense Production 
Act. Rent control was a separate law. I thought it was a fairly good 
bill. 

Mr. Reuruer. Mr. Ruttenberg, who follows me, is going to deal 
specifically with those amendments, and I would prefer that he would 
handle them. 

Senator Capenart, As time develops, it will need some changes, but 
generally speaking, I think it was a pretty good start. 

The CHarrman. How long do you think Mr. Ruttenberg will take? 

Mr. Revruer. He won't be nearly as long as I have been. 

The Cuarrman, I did not mean that. I did mean that we have sev- 
eral other witnesses to appear this afternoon. 

Mr. Revrner. About 15 minutes. 
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I will just conclude by saying that I think that here is a chance for 
the Congress to demonstrate that it can see the total problem and can 
look through this whole attitude of a pressure group approach: “Tax 
the other guy. Control the other fellow. Interfere with the other 
fellow. But let me alone.” 

We have got to get through that. We have got to give the country 
the kind of leadership that rises above narrow pressure group economic 
interests and looks at the total job. I am Confident that if we get the 
kind of economic tools that we need, the people back home will use 
those tools, and we can make America strong enough, that we will 
win this struggle between democracy and tyranny in the world. And 
I hope that your committee will give the leadership that I know it is 
capable of giving in this critical hour. 

The Cuarrman. I certainly appreciate your statement, Mr. Reuther, 
and I can only say that the members of the committee will do the best 
they can. 

I hope you have covered everything you wanted to cover. I did not 
mean to hurry you at all. 

Mr. Reuter. That is quite all right. 

The Caarrman. You said Mr. Ruttenberg would speak specifically 
to the amendments of the Defense Production Act. Will you ask him 
to come up? 

Senator Moopy. I would just like to congratulate Mr. Reuther. I 
think he made a very splendid statement. 

I congratulate you on your attitude and the over-all national ap- 
proach you have taken as compared to some of the others. 

Senator Benton. May I also congratulate you on your eloquence in 


expressing your attitude. 
Mr. RevurHer. You are very generous. 
(Mr. Reuther’s prepared statement follows :) 


STATEMENT OF WALTER P. REUTHER, PRESIDENT OF UNITED AUTOMOBILE 
Worxkers—CIO 


This committee and its counterpart committee of the House carry a grave 
responsibility for the strength and security and, indeed, the survival of our 
Nation. To the members of these committees Congress has assigned the burden 
of examining and making recommendations on mobilizing the productive power 
and preserving the economic strength of our country to meet the threat of aggres- 
sion that is directed against all the free peoples of the world by the Soviet 
Union and its satellites. 

In this struggle our margin of superiority is our productive power. That 
power is founded upon the stability and adaptability of our social and economic 
system. As against the unlimited manpower resources available to the Com- 
munist countries for slaughter in war and for compulsory labor in industry and 
agriculture, the source of our vastly superior productive power lies in the ability 
of the American people to see and to understand what needs to be done, in 
their determination to get on with the job, and in their resourcefulness in 
developing the teamwork and accepting the self-imposed restraints that the job 
requires. 

These are the capacities we displayed during the last war in providing our 
armed forces with the weapons for victory. We must develop the same capacity 
for teamwork to meet the present challenge to our security and our way of life. 
The job to be done now is a different one than fighting a total war, but it calls 
no less for teamwork and it demands more in the way of self-discipline and 
voluntary acceptance of restraints. 

Reports coming out of Washington on the testimony of witnesses before this 
committee and the House Banking and Currency Committee show a shocking 
lack of awareness on the part of many groups as to the gravity of the situation 
that confronts our Nation and our allies throughout the world. Instead of the 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 2177 


plans, purposes, and performance which we look to the Nation’s Capital to 
provide for us, the witnesses before your committees are flooding the press 
with dangerous delusions. They would have us believe that the crisis is behind 
us when in fact the real test still lies ahead. : 

They tell you to scrap all controls and leave the job to what they call “free 
enterprise,” as’ though the whole system of free enterprise were not threatened 
by world catastrophe. 3 

“One after another, they say “You can’t do that to us.” The beef industry, 
the wool industry, the poultry industry, the egg industry, the cotton industry, 
the real-estate industry, the hotel industry—they all tell you that you must not 
subject their prices or profits to control, that controls won’t work, that if you 
impose controls organized lawlessness will create black markets and defeat the 
laws you have dared to enact. 

They tell you not to “regiment” the banking system, not to use subsidies even 
when necessary to achieve maximum output at stabilized prices, not to regulate 
rents even in defense areas where housing is vital for the expansion of military 
production and families of our servicemen are being penalized. 

They slip in the back door of the legislative process to strike a blow at the 
public housing program at a time when public housing is needed more desperately 
than ever to get on with the job of production. They sneak in on the public 
power program and would convert it into a profit grab for private utilities. 

They seem to see the national emergency only as an opportunity for unre- 
strained profiteering, and for shifting the bulk of the tax burden to the families 
with small incomes. 

It is apparent that these people don’t know what time of day it is in the world. 
How many rapes of Czechoslovakia, how many Berlin airlifts, how many Koreas 
does it take to convince these people that the overwhelming fact of life today 
is the standing threat of world conquest by the forces of world communism 
as the tool of Soviet imperialism? 

Far from facing up to this fact, they seize each new favorable turn in the 
Korean War as an excuse to go back to “business as usual.” Because the full 
fury of world war III has not burst over our heads and into our homes, they 
urge Congress to scrap the emergency controls, to leave everything in their hands, 
and to go home and take it easy. With each new peace rumor they seek to 
persuade you that you can get yourselves off the political hook by releasing 
business and the American people from regulations. 

This sort of hour-to-hour wishful thinking is made to order for the men in the 
Kremlin. They can switch from hard strategy to soft strategy and back again. 
They can toughen us with threats of war and then soften us up with promises 
of peace. They can apply to us the same alternating current of fear and 
relaxation which the Nazis used to break the morale of the French Republic and 
prepare it for easy conquest. 

We of the free world dare not determine our course by these seeming shifts 
in Soviet policy. We must not allow the Kremlin to turn us on and off. It 
is time we started writing our own policy, not on a day-to-day basis, but for the 
long pull; not subject to disruption or collapse whenever the Kremlin turns from 
the zig to the zag in the Communist line, but fortified by a long, hard, realistic 
look at the world we live in and the values freemen are defending. 

We must recognize that until a genuine basis of peace has been achieved 
throughout the world, there will be no time for relaxation in our task of 
developing the productive power on which the free world depends. Nor will 
there be any escape from those self-imposed disciplines and economic restraints 
by which a free people gear their efforts to develop the full potential of their 
economic, social, and moral strength. 

Next to the Kremlin, the most serious challenge to our future is our own 
complacency. The president of the National Association of Manufacturers and 
the spokesman for the Chamber of Commerce of the United States both say 
to you that the way to get on with the job is to scrap price and wage controls. 
They assert that business as usual will deliver the production that we need 
and that production automatically will take care of inflation. 

“We are opposed to a continuation of the wage and price controls because 
they hinder production,” William H. Ruffin, president of NAM, stated to your 
committee on May 18. Then he added, “Certainly the record on this from 
the last war is clear.” 

What is that record? We had price and wage controls throughout the war 
and we got out the greatest volume of production our country has ever achieved. 
Then came the end of the war and soon afterward came the demand by NAM 
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that price controls be scrapped. In full-page ads it said: “If OPA is permane:.{|y 
discontinued, the production of goods will mount rapidly and through free 
competition prices will quickly adjust themselves to levels that consumers yy. 
willing to pay.” 

Robert R. Wason, then president of NAM, said to this committee on Apri! 23. 
1946, “There is no reason to fear a skyrocketing of prices if controls are take, 
off of manufactured goods on June 30. If OPA is not continued, you may je 
sure that the prices will be lower on June 30, 1947, than they can be if price 
controls are continued for another year.” 

Price controls were killed, and what happened? The cost of living, which 
had been held to a total rise of 64% percent through 4 years of price contro), 
jumped almost 20 percent in the first year and on up to 30 percent a year later. 
Wholesale prices, which had increased 8 percent in 4 years of price control, 
soared 33 percent in 1 year and to 50 percent above the price-control level by the 
end of the second year. 

And what happened after June 1950? Tor 7 months no price or wage controls 
were imposed. In those 7 months the cost of living rose 9 percent and wholesale 
prices 17 percent. Now you are told to believe that production has caught up 
with demand and brought inflation to rest. Therefore—you are told—we can 
all relax, scrap price and wage controls, and trust the future stability of our 
economy to the magic of business as usual as masterminded by NAM. 

It is a dangerous complacency these business leaders urge upon you. The 
decision they urge you to make is far more serious than an ordinary business 
decision. They would have you flirt with disaster and jeopardize our national! 
survival. 

Clearly the present easing of the inflationary surge is temporary. The specu- 
lative and profiteering greed that took such eager advantage of the Korean 
emergency has for the moment overgorged itself. In its haste it bit off more 
than it could chew. This respite is only the nap that follows a heavy meal. The 
forces of inflation are regrouping, getting ready for the next attack as soon 
as consumers start buying again. 

The position of organized labor in America on these issues has been clear and 
consistent. We protested the immediate release of scarce materials in 1945 and 
the premature ending of price controls in 1946. We sought through collective 
bargaining to achieve a balance between wages, prices, and profits by which a 
healthy and expanding prosperity of our economy might be achieved. We threw 
our full support behind the Marshall plan for strengthening the free nations of 
Europe against Communist doctrines. 

Immediately after war started in Korea the CIO recognized the need for 
economic stabilization as essential to the mobilization program. We called for 
holding the price line at pre-Korea levels, effective Nation-wide rent control, 
pay-as-we-go taxes, and, as part of a thoroughgoing program of equality of sacri- 
fice, the stabilization of wages. 

Being fully aware of the nature of the threat which hangs over all free labor, 
here and throughout the world, recognizing the need for mobilizing our full pro- 
ductive power as rapidly as possible, and accepting the responsibilities which 
this situaton imposes upon labor as well as other economic groups, we ask you 
to extend and improve the legislation providing for the sound stabilization of the 
economy, including the stabilization of wages. 

We like these controls as little as any other economic group. We prefer free 
collective bargaining to regulation by Government. To those farm groups that 
say they don’t want any part of their returns to be paid in Government sub- 
sidies, we say that we don’t prefer bringing our cases before a Wage Stabiliza- 
tion Board. To those business groups that demand free rein to extract the list 
ounce of profit from consumers’ pocketbooks, labor says that wage earners coul( 
win higher wages out of those profits, but we do not propose that organized 
workers shall fatten off their fellow Americans, and we do not propose to sap 
the strength and endanger the security of our country by taking a free ride on 
the whirlwind of inflation. 

To our way of thinking, the choice before this committee, the choice before 
Congress, the choice before the American people, is not to find the easy way, but 
the way that will work. Here at home we can have freedom from controls if 
that is what Congress and the American people decide; but the forces of tyranny 
in the world around us can turn that freedom from control into control of our 
freedom. Our only choice is to impose on ourselves, through our Government, 
the minimum controls that are necessary and will work in strengthening the 
free world and leading the way toward world peace. 
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As we get on with this job there are two basic tests we must apply. Con- 
stantly we must check up on our progress: 1. Are we making full use of our 
material and manpower resources to get maximum output of military goods and 
the essentials of civilian living? 2. Do our regulations and our laws bring about 
a fair sharing among different economic groups—a fair sharing in responsibility, 
in performance, and in rewards? 

The answers we find to these questions will tell us whether we in this coun- 
try—all of us, individually and as a team—have the foresight and the common 
sense and the fortitude to adapt the patterns of our free economic system to 
meet the challenge of our times and to protect and preserve our freedom. 

We say to you that the vast majority of organized workers stand ready and 
willing to make their contribution to the Nation’s strength and security and to 
accept the burdens. which that entails; provided the Government imposes real, 
not imaginary, controls on prices, rents, and profits, and makes certain that the 
costs of rearmament are fairly shared. Equality of sacrifice requires that we 
reduce the standard cf luxury of the few before we reduce the standard of living 
of the many. Equality of sacrifice is more than a matter of equity and economic 
justice—it is the key to the full mobilization of the productive and spiritual 
power of a free people. 


INDIRECT CONTROLS 


Most of. those who have come before you to state that they don’t want their 
prices or profits subjected to control profess their devotion to the cause of 
stabilization by stating that indirect controls—taxation and the regulation of 
credit—will do the job. 

But if you look for the representatives of these same groups before the Ways 
and Means Committee and the Finance Committee you will find them just as 
eager there to reduce the tax burden on themselves as they are to ease out from 
under control of prices and profits when they appear before you. You will find 
that the control by taxation which they advocate is the shifting of the tax 
burden from themselves to others who are far less able to pay higher taxes. 

The present burden of taxation on the low-income part of our population is 
already sheckingly high and disgracefully discriminatory when compared with 
the tax burden carried by upper income taxpayers. In an analysis of the dis- 
tribution of the total tax burden presented this year to the Joint Committee on 
the Economie Report by Prof. R. A. Musgrave, of Michigan University, it is 
estimated that Federal, State, and local taxes fall on individual taxpayers at 
different income levels with the following results: Taxpayers with incomes of 
$1,000 a year or less pay 23% percent of their income in taxes; taxpayers with 
$1,000 to $5,000 a year pay 20 to 22 percent of their income in taxes; taxpayers 
with $5,000 to $7,500 a year pay 23 percent of their income in taxes; taxpayers 
with $7,500 and more a year pay 32 percent of their income in taxes. 

This is a vastly different picture than that you get when you look at income- 
tax rates alone. Sales taxes and the shifting of corporation taxes to ultimate 
consumers account for this shockingly unfair load which our tax systems place 
on those with small and moderate incomes, while permitting the well-to-do to 
carry what is for them a comparatively light tax burden. 

Against such facts, what do your business-as-usual witnesses propose when 
they say that the way to control inflation is by the use of indirect controls? Do 
they propose the closing of the loopholes by which married people in the better 
income levels save millions of dollars a year? Or the closing of the loopholes 
by which oil companies and mining interests escape taxes? They do not. They 
propose that all or the greater part of increased taxes be levied through excise 
or sales taxes which will further increase the burden on low-income families 
and ease up on the wealthy and the well-to-do. 

Just last week Morris Sayre, chairman of the NAM executive committee, pro- 
posed raising $18 billion by a uniform manufacturers’ excise tax. 

James Shelton, president of the American Bankers Association, says the Gov- 
ernment must look to persons earning less than $6,000 a year if big revenue is 
needed. 

In his testimony before your committee on May 18, NAM President Ruffin 
said, “Taxes imposed to cover expenditures must curtail spending—not savings 
and investment.” This means, he said, broadly based consumption taxes. 

Their proposal is to tax the incomes of those people who spend all they get 
because they need to spend it. It is a proposal to spare the surplus income of 
those who have a surplus because they have more than they need to spend. It 
is a cold-decked proposition to pay the costs of this national emergency by 
soaking the poor and sparing the rich. 
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Other committees of the Senate are concerning themselves with parts of the 
stabilization program that is before this committee. We urge the members of 
this committee, acting on the same principle, to go before the Finance Committee 
to make representations as to the place of the tax program in the total mobiliza- 
tion picture. Tell that committee about the business representatives who come 
before you to say that their profits should not be restricted by price controls, 
and will soon appear before them to say that these profits should not contribute 
their due share of the increased tax load. 

We urge this committee, as we will urge the Finance Committee, to recognize 
the fundamental importance of equality of sacrifice in mobilizing the strength 
of our country. You must not permit the morale of the American people to 
be undermined by allowing these selfish interests under the cloak of nationa) 
emergency to impose upon this country, for the first time, a general Federa] 
sales tax which disregards the fundamental principle of ability to pay and, once 
established, will become the instrument by which the Government relies upon 
the small earnings of low-income families as its major source of revenue. 

Credit regulation is another form of indirect control which these witnesses 
before you urge in pla¢e of price and wage controls. Let us examine what they 
propose there. ; 

Since Korea, total loans of all banks in the United States have increased by 
$11 billion. That is a rise of 21 percent. Commercial, industrial, and agricul- 
tural loans of these banks have increased by $7 billion, or 41 percent. This hag 
been a major source of credit inflation. 

During this same period, credit advanced to consumers by banks, stores, finance 
companies and loan companies has increased by $1.7 billion. This is less than 
10 percent of the volume of consumer credit outstanding in June 1950. 

Inflation through bank credit has been more than five times as great as the 
expansion of consumer credit. But what have the sponsors of the “indirect 
control” philosophy done? They have applauded the Federal Reserve Board's 
crack-down on consumer credit, and they have condoned the policy of the Federal 
Reserve Board when, week after week, month after month, FRB did nothing but 
issue verbal warnings and make pious pleas to the banks to restrain the expan- 
sion of credit. 

The most stringent of the Reserve Boards’ controls over consumer credit has 
been on automobiles, both new and used. While commercial bank loans were 
increasing 41 percent, and consumer credit issued for all purposes except the 
purchase of cars was increasing 11 percent, credit for car purchases have been 
forced down to a level only 6 percent above June 1950. 

We recognize the need for restraint of consumer credit in a period of inflation, 
just as we recognize the need for wage stabilization. But we protest these severe 
restrictions on consumers when they are not part of a total stabilization program 
that deals with first things first and treats all segments of the economy equitably. 
Severe consumer credit rules are known to fall chiefly on low-income consumers. 
It is the intent of those who impose such rules to force low-income consumers 
out of the market, while leaving others to spend as freely as they wish. 

When this discriminatory treatment of low-income people is carried to the 
point where people are not able to buy the goods and houses that are being 
produced in line with the material controls of the mobilization program, then it 
should be clear to this committee that the thing has been carried too far. We 
are given to understand in our industry, for example, that sales of cars fell off 
sharply in the middle of the spring selling season, and that, despite reduced 
output schedules due to materials shortages, car inventories have increased 
greatly over a year ago. 

Let it be clearly understood that we favor control of consumer credit when 
necessary just as we favor the control of bank credit, but when inventories are 
building up to high levels we insist that these consumer credit controls should 
be adjusted flexibly to meet the changing situation. 

Bank loans are not currently increasing, but this powerful source of inflation 
will go to work again as soon as bank-inflated inventories have been worked off 
and defense contracts reach larger proportions. To prepare for that day, this 
committee in our judgment should hold a full-scale public investigation of the 
expansion of bank credit during the first 9 months of this emergency. The public 
should be fully apprised of the part played by banker-owned Government securi- 
ties in this rapid expansion of business purchasing power, and it should be told 
how this $60 billion of Government paper came into the hands of the banks as a 
result of the Government’s war financing. 
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Pspecially we ask this committee to investigate, so that all the people may 
understand, the role that is being played by the voluntary credit.restraint com- 
mittee set up by the Federal Reserve Board. Apparently this group of com- 
mercial bankers, investment bankers, and insurance companies has taken over a 
regulatory power of Government and is directing not only banks but State and 
city governments on what projects may be financed. When we read in the papers 
that such a nongovernmental group tries to persuade the State of Washington 
not to issue bonds to build much needed schools, we have a right to be gravely 
concerned about the preservation of democratic processes in the exercise of 
governmental power. When we read in a speech on this program by Governor 
Powell of the Federal Reserve Board the flat statement that “nonessential credit 
will not be forthcoming,’ we begin to glimpse the potential power of this group 
on which all the important sources of credit are represented. 

As long ago as 1948 we endorsed the “special reserves” proposal advanced by 
Marriner Eccles on behalf of the Federal Reserve Board as a means of controlling 
bank credit. We endorse the proposal of the Council of Economic Advisers that, 
in view of the national emergency, the Government should be equipped with 
power to exercise direct controls on bank loans, just as it controls prices and 
wages. We do not question the need for control of bank credit. We question 
only the exercise of that power by a nongovernmental group of interested parties 
appointed by the Federal Reserve Board. And we respectfully suggest that 
this committee review the power which it has granted and find out how and by 
whom and to what ends it is being used. 


PRICE CONTROL 


This subject is covered fully by other witnesses appearing for the CIO. Our 
position is that genuine price control will not be achieved until the OPS has 
established dollar-and-cent ceilings for all significant items entering into the 
cost of living and into the defense program. ‘The present system by which manu- 
facturers and distributors calculate their own ceilings and pass along their in- 
creased costs is, at best, only a first step toward the establishment of price 
control, and during the interim is a breeder of inflation. So long as higher 
costs result in higher prices and higher profits down the line, no effective pressure 
will be exerted against inflation. At a time when profits are at scandalously 
high levels in almost every line of trade or industry, there is no excuse for not 
requiring cost absorption all down the line. In our judgment, the time to begin 
cost absorption is at the beginning, not later on when higher costs have been 
built into the price structure. 

We urge this committee to recommend, by amendment of the act if necessary, 
that OPS move immediately to establish dollar-and-cent price ceilings in every 
practicable instance, with a general requirement for cost absorption subject to 
exception only in cases of genuine hardship. 

We urge also that this committee recommend repeal of that part of the act 
which, by preventing the use of grade labeling or other quality designations in 
connection with price ceilings, sets up a field day for the cheaters and chiselers 
who defraud consumers and evade price regulations by passing off inferior goods 
at the prices established for high-quality products. 

We urge the committee to provide authorization for the use of subsidies 
when necessary to assure fair returns to producers and stimulate needed pro- 
duction while stabilizing prices for consumers. This should be permitted for 
farm products as it is now permitted for other raw materials. We favor 
parity for farmers, but farmers will never reach parity and wages will never 
be stabilized if the rise in retail prices of those food products now below parity 
is not arrested by the use of subsidies. 

The beef price regulation provides the first real price protection for consumers. 
It establishes dollar-and-cent ceilings computed by OPS. They are uniform. for 
all like stores in each community. They provide for price differentials by quality 
grades. 

The joint assault on this regulation by the cattlemen and the meat packers 
has made it the testing ground for all price control. If this regulation cannot 
be maintained, there can be no attempt to regulate prices of other foods or 
other commodities which consumers buy. 

We say this regulation is the testing ground for the following reasons: 

In the first place the price of beef should be regulated and rolled back because 
it has advanced out of all reason. 
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Since June 1946 (the last month of wartime price control)—the cost of |iy- 
ing has gone up 39 percent; food prices have gone up 70 percent; meat prices 
have gone up 103 percent ; beef prices have gone up 155 percent. 

Since January 1950—the cost of living has gone up 9 percent; the cost of 
foods has gone up 15 percent; the cost of meats has gone up 25 percent; the « ost 
of beef has gone up 27 percent; the cost of hamburger has gone up 32 percent; 
the cost of chuck roast has gone up 34 percent. 

In the second place, cattle producers are assured good returns under this 
regulation. They were getting 52 percent above parity at the time the regulation 
was issued. They are now getting 35 percent abeve parity. They will be getting 
25 percent more than parity when the additional roll-backs go into effect liter 
this year. We strongly support the parity principle for farm products, and 
have backed the price-support program for farmers over many years. We 
cannot believe that prices 25 percent above parity impose a hardship on cattle 
producers, 

In the third place, feeders of cattle will make good profits. Figures submitied 
to Congress by Secretary of Agriculture Brannan show that cattle feeders will 
receive better than average returns under this regulation. On a typical feeding 
operation, for which he supplied cost and profit figures, the average profit per head 
over a 10-year period was $16. In 1950 this profit had risen to $68. At the 
prices prevailing on the date of the roll-back in 1951, the profit would have been 
$84 per head, and after the roll-back it is still $47, or nearly three times the 
10-year average. 

In the fourth place, the roll-back under this regulation is generous to packers 
and retailers. The spread between farm and retail prices will be greater than 
the average spread in past years. This is the margin on which packers and re- 
tailers work. Until average retail prices paid by consumers under the new order 
have been reported, this figure cannot be exactly computed, but if cattle prices 
go back to the January 15 level and retail prices remain about where they were 
at the end of April, packers and retailers will be doing very well. They wil! do 
equally well after the roll-back of cattle and retail prices on August 1 and 
October 1. 

If Congress upsets this beef price regulation, it will be saying that consumers 
are not to be protected against further increases in this highest of all food prices. 
It will be denying them the very moderate reduction in beef prices which the order 
promises next summer and fall. It will be saying that 25 percent above parity 
is not enough for cattlemen and that higher than average profits are not enough 
for cattle feeders, meat packers and retail meat stores. 

The beef industry apparently sought to escape price controls on livestock by 
promising to hold prices in line. Price Administrator DiSalle has stated that 
livestock producers came to see him, apparently on January 10, and said that 
if he left livestock prices uncontrolled he “wouldn't see any more increases in 
the price of beef.” The January price freeze did not freeze livestock. Prices 
of steers advanced $4 to $5 per hundred pounds between December and Apri! 

Having said that prices would be held down if controls were kept off, they ran 
prices up fast to beat OPS to the draw. That, at least, appears to be the explana 
tion of witness Henry J. Kruse, president of Seattle Packing Co., in his testimony 
to this committee on May 17: 

“One of the things that has contributed to this advancing price of meat is the 
very fact that we all have been convinced that controls were coming, which 
has contributed immensely.” 

Last December, meat packers were saying that rising production would hold 
meat prices down. Now that the order has been issued to halt the continuing 
rise in prices, they are threatening consumers with reduced supplies of meat. 

Testifying before the House committee on the wartime campaign to increase 
meat production, Ray 8S. Paul, vice president of Rath Packing Co., was asked b 
Representative Multer: 

“Mr. Mutter. And you did it as a patriotic effort because we were in a war 
and we needed more beef? 

“Mr. Pau. Yes sir. 

“Mr. Mu.ter. And you did it despite the controls? 

“Mr. Pau. They did it because of the patriotic urge. Today there is no 
patriotic urge.” 

The meat industry first seeks to destroy this beef price regulation by actio: 
in Congress. Failing in that, it threatens to destroy it by resort to lawlessness 
They boast that meat will move into black markets and that consumers who want 
to eat beef will have to pay black market prices for it. 
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We ask this committee to step up to that challenge and take it to the floor of 
Congress and to the American public. Congress must meet this head on. If the 
meat industry succeeds in destroying this beef price regulation, the public will 
lose all confidence in the ability and willingness of the Government to protect 
the interests of consumers. 


RENT CONTROL 


Relaxation of rent controls has already inflicted great hardship on millions 
of families. High rents, lack of rental units, forced occupancy of substandard 
shelter are widely reported from areas where labor is being recruited for defense 
production and around military establishments. 

What deontrol of rents has meant to tenants is reported in recent Government 
studies. The Economic Outlook of the CIO summarizes these as follows: 

“A recent Government study shows that rents jumped 13 percent in 34 large 
cities from June 1947 to January 1949 after the Hightieth Congress drastically 
weakened the Federal rent control law. 

“But the National Association of Real Estate Boards wasn’t satisfied. Parade 
before Congress ‘a few small property owners from around the country, a little 
pedraggled and run-down-at-the-heels looking’ a secret bankers’ memo, unearthed 
by the House Committee on Lobbying Activities, advised. 

“The scheme worked. In 1949, Congress ended effective Federal rent control. 
Thereafter, any State or locality could vote to ‘decontrol.’ The politically en- 
trenched, local real estate-banker combines again went to work. 

“Result: From June 1949 to February 1951, rents rose almost 20 percent in 
decontrolled cities, the same Government study reveals. 

“As always, the poorest families suffered most. In Los Angeles, 2 months 
after controls ended, rents jumped an average of 23 percent for all renters. But 
the landlords shot up rents 40 percent on those who had been paying under $30 
monthly. 

“In Milwaukee, it was worse. And in Birmingham, after 9 months of decontrol, 
71 percent of all renters had to hand their landlords 35 percent more. But for 
families that had paid under $30, 86 percent were given a boost, and the average 
raise was 50 percent. 

“Tn dozens of our most important defense centers, over 10 percent of the renting 
families were paying more than 35 percent of their income to the landlord. This 
fact comes from the 1950 housing census; since then rents have gone up still 
more. 

“But of all renters, again the nonwhites fare the worst. Average rents rose 
61 percent between 1940 and 1950 for all renters; 67 percent for the nonwhites 
and for the poorest dwellings. The percentage of all renters paying over $40 
increased three times; but for nonwhites, it rose five times. 

“And the proportion of new housing built for the renters is constantly going 
down: 41 percent of the new, nonfarm dwellings built from 1922 to 1928 were 
of a rental type; 22 percent from 1929 to 1945; and less than 17 percent from 
1946 to 1950.” 

The same CIO publication sums up the need for rent control and for more 
rental units in areas of defense production: 

“Detroit is typical of scores of American defense-production centers. Look at 
these facts—all from official sources. 

“Forty-seven thousand Detroit families are now living in housing that is offi- 
cially labeled ‘substandard.’ 

“One out of every nine renters is being forced to pay 35 percent or more of his 
income to his landlord. 

“The homes of hundreds of families are being demolished to make way for new 
highway construction and civic improvements; yet the housing vacancy rate is 
practically zero. 

“But thousands of additional new workers must be brought into the Detroit 
area if defense production schedules are to be met. Here is how the personnel 
directors of several large Detroit companies size up their problem in the face of 
the housing shortage. 

“Detroit Tank Arsenal: No rental units of any type available in the vicinity 
of the plant. The situation is alarming in view of the fact that the arsenal must 
begin a program to recruit 4,000 workers. 

“Great Lakes Steel Co.: An average of three resignations a week because of 
inability of employees te find family housing. 

“Fisher Body: Of 1,400 workers hired from outside the State since April 1, 
1950, at least 200 have resigned and returned home because of their inability to 
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secure accommodations for their families. The remainder are said to be living 
in rooming houses or with friends or relatives. 

“Mr. H. D. Newberry of the Ford Real Estate Department said that there are 
no rental units available for less than $100 a month near the plant. The average 
Ford employee cannot pay such rent. 

“In Atlanta, Ga., another expanding defense production center, 37,000 housing 
units out of a total of 95,000 are listed as substandard, and 15,000 of these are 
So dilapidated they ‘do not provide adequate shelter or protection against the 
elements.’ 

“Yet 1,300 of the families in substandard d dw ellings and 300 of those in dilapi- 
dated housing units are paying over $50 monthly in rent, just to get a roof over 
their heads. 

“In South Carolina, where the Atomic Energy Commission has acquired a new 
plant site, land speculators have already made hundreds of thousands in antici- 
pation of workers’ housing needs. The AEC, however, has shown no interest in 
workers problems beyond the plant gates. 

“As hundreds of thousands of additional workers are recruited to areas where 
defense production drives are under way or about to begin, they will find their 
hopes for decent family living frusirated. Thousands already are doubling up. 
Thousands are living under the most squalid conditions. Many thousands more 
will inevitably quit and go home with a resulting loss in skills and training. 
New workers will take their places—to be trained and then to be frustrated all 
over again.” 

Servicemen’s families are being subjected to the same intolerable conditions, 
examples of which are reported by the Outlook: 

“At Wainsville, Mo., near Fort Leonard Wood housing is so scarce that six 
servicemen’s families were squeezed into a six-room cottage and are paying $100 
a month for the privilege, according to a recent report. They must use outside 
privies and showers, and no cooking facilities are provided. 

“Rent gouging of Selfridge Air Force families by Mount Clemens, Mich., land- 
lords resulted in rent raises of 30 to 60 percent, following the lifting of rent ceil- 
ings 2 months ago. 

“In an exposé of military housing in Alaska, reporter Andrew Tully recently 
said, “The greatest single obstacle in preparing a proper defense for Alaska has 
been the lack of housing.’ 

“Protesting the recent shut-down of the Lustron prefabricated housing plant— 
on Government orders—Congressman Wayne Hays of Ohio recently reported on 
his own survey of critical military housing needs. 

“At the Castle Air Force Base in California, for example, 1,215 families were 
without housing or living in substandard units. 

“At the Scott Air Force Base in Illinios, there are living quarters for only 4vU 
personnel out of a total of 1,400. The remainder must find housing within a 
radius of 30 miles. 

“At Camp Pickett in Virginia, the Congressman personally found ‘many apart- 
ments which are substandard * * * renting at $100 to $125 a month to 
Army personnel.’ 

“Yet the Lustron plant which would turn out a minimum of 100 prefabricated 
homes every 24 hours was closed. 

“The defense emergency has heaped a new housing crisis on top of an already 
existing one. Almost all of the old unsolved problems of slums, high rents, and 
the over-all sabotage of decent, low cost family housing—the backlog of the 
last war and the depression—are still with us. 

“Instead of adequate national planning to cope with the crisis, new housing 
is being rationed under regulation X to families with the fattest pocketbooks ; 
the public housing money is being destroyed; and the families of servicemen 
and defense workers are being gouged unmercifully by rising rents.” 

In extending the Defense Production Act, we urge the extension of rent con- 
trol authority with provision for recontrol of rents. An effective rent control 
program must include: 

1. Placing the rent control program on a “for the duration” basis. 

2. Immediate establishment of rent controls in all areas around military 
installations. 

Authorization for control of rents of all types of housing including new 
houses and conversions. This will involve recontrol of many areas which have 
been decontrolled and the establishment of controls in some defense areas where 
they have never previously been imposed. 

4. Strong eviction controls and effective enforcement procedures, including 
triple damages for overcharges and illegal evictions 
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5. Mandatory reduction of rents where there are reductions in services, 
6. To prevent price rises due to increased commercial rents, extension of 
rent controls to cover business establishments. 


PRODUCTION 


We know that this committee is as concerned as we are about the speed with 
which production for rearmament gets under way. Our industry produced a 
third of the military products in World War II, and we expect to do as large 
a proportion of the rearmament program. ’ : 

Maximum use of manpower and plant power must be at all times a primary 
goal in the mobilization program. The changeover to military production must 
be geared as closely as possible to the withdrawal of scarce materials from 
the production of civilian goods. This calls for planning—the best plans we 
can draw up and carry out. Materials must be allocated and programs must 
pe worked out so that both industry and workers can know what is coming 
and adjust to it. ' 

We are apprehensive today that delay in supplying the machine tools for 
military production may cause substantial unemployment over a considerable 
period in our own and other metalworking industries. We are concerned also 
that steel and other scarce materials are being diverted to production of military 
items in greater volume than the plants with defense contracts are prepared 
to fabricate into finished products. We are constantly working at these prob- 
lems with the executive agencies, and we call them to the attention of this 
committee because we know you share our determination to get this rearma- 
ment job under way with the least possible waste of productive energy. 

Just as you have been told by some witnesses that price and wage controls 
can be scrapped, you probably will be told that the changeover to military pro- 
duction can be left to “business as usual.” How far wrong some of these people 
can be is illustrated by the report of comments made at the May meeting of 
the American Iron and Steel Institute. 

Edward Ryerson of Inland Steel is quoted as saving that for a while “we 
will have more steel than can be :bsorhed.” 

Benjamin Fairless of United States Steel is quoted as saying that the period 
of oversupply of steel “may be nearer than most people in the United States 
think.” 

Eugene Grace of Bethlehem Steel is quoted as follows: “I don’t share the view 
being put forth in certain directions that there is a great shortage of steel and 
it is going to gef even shorter * * *. As for overproduction, I am iuore con- 
cerned about that phase of the situation than I am about underproduction.” 

These are the same men who at the same Institute meeting just four years 
ago were saying that our steel-making capacity at that time would take of all 
our needs for twenty years to come. These are the same men who in 1940 as- 
sured us we could produce enough steel for all war and civilian needs. The 
Government had to urge, cajole and finance the steel industry to increase capacity 
for war needs and on top of that had to build more capacity to get us by the war 
period, 

Now at the very time when shortage of steel is the major problem for many 
industries and is Cansing the greatest concern in the defense production agencies 
of the Government, the apostles of ‘too little and too late’ meet once again to 
rehearse their old fears of overproduction and surplus. 

Revival of this fear of abundance at the very beginning of a production 
emergency which reaches indefinitely into the future, no man knows how long, 
should be of real. concern to this committee. You are being told that the pro- 
posed amendment authorizing the Government to build additional steel-making 
facilities is socialism. Perhaps it is. But, if so, it is a socialism that may be 
forced upon us by the lack of initiative and enterprise on the part of the leaders 
of free enterprise. | 

If the liberal-tax allowances which Congress has authorized through the accel- 
erated amortization plan will not encourage the building of all the steel capacity 
we need and shall need, if the steelmakers once again talk of surplus in the 
midst of the greatest stringency, and at the very beginning of our rearmament 
program begin to plan for peacetime scarcity, Congress should not hesitate to 
authorize the Government to build additional capacity when it becomes necessary 
to do so. 

When the Nation’s productive effort is threatened by a serious steel deficit, 
we cannot tolerate private economic decisions which block our efforts to over- 
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come these shortages. As a matter of survival a free people must act through 
their government to meet their common problems if the normal channels, through 
which they expect economic responsibility to be met, have failed them. 


GETTING ON WITH THE JOB 


When all the testimony is in, your committee and your counterpart in the 
House will have two basic sets of facts before you. You will know what tasks 
our country must be prepared to accomplish ta. protect itself and to lead the 
free world against the present and continying threat of totalitarian aggressivn. 
These are tasks of production and underlying these is the task of stabilization, 
and underlying all of it is the development of basic sound morale among 
people so that we shall get on with the job and get it done. 

You will have before you also a kaleidoscope of the many and conflicting 


the 


views of various economic groups. It will be your responsibility to appraise 


these and to determine whether they will help or hinder in getting on with the 
job and getting it done. 

Whether they have appeared before you or not—and of course they do io! 
appear in numbers—the people of these United States feel in their hearts the 
gravity of the world situation in which they are living and are prepared, if 
their Government leads the way, to put their minds and hearts and muscles inty 
the task of winning for themselves, if possible, but for their children certainly, 
a world in which enduring peace is a plausible possibility. 

You have heard in larger numbers, and surely with more vocal force, from 
the representatives of business interests that want to be left alone to pursue 
their search for profit to the last ultimate penny. But you cannot acquit your- 
selves of responsibility on the ground that more representatives of business than 
of the people appear on Capitol Hill. 

You have been charged with the duty of drafting defense production legislation 
for the years ahead have been given a solemn responsibility. You must appraise 
correctly in terms of the future of our way of life the views that have been put 
before you, together with the facts which you know about the American people 
and the facts of the world situation with which you are well acquainted. 

Along with this responsibility you have also an opportunity. If you find that 
the economic groups that have spoken to you lack understanding of the tasks in 
hand and are wanting in vision as to how to get on with the job, then you mus! 
Say so. Not only to the Congress, but to the American people. Not only by the 
printed word but by word of mouth. Be not servants only, but leaders of the 
people. 

The fate of America and the future of the free world is in the balance. Your 
recommendations and the actions of Congress with respect to the Defense Mobil- 
ization Act will largely determine how America shall equip itself to lead the 
free world and turn back the forces of Communist tyranny. 


The Cuarmman. Mr. Ruttenberg, will you have a seat? I believe 
you have a prepared statement. 


STATEMENT OF STANLEY H. RUTTENBERG, DIRECTOR, DEPART- 


MENT OF EDUCATION AND RESEARCH, CONGRESS OF INDUSTRIAL 
ORGANIZATIONS 


Mr. Rurrenserc. I have a longer statement, Mr. Chairman, that I 
would like to suggest be submitted for the record, and if I might | 
would just like to summarize the conclusions in my oral statement 
and talk a little bit about the specific types of amendments we are 
suggesting to the act. 

The Carman. Without objection, your statement will be placed 
in the record. 

Mr. Rurrenserc. We suggest that there be seven specific amend 
ments to the Defense Production Act in the field of prices. They be- 
gin in a discussion in the statement on page 9. 

The first one has to do with the problems of subsidies to control 
food prices, which Mr. Reuther has already talked about. 
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The second one deals with grade labeling and quality control, 
which I will talk about in a little while. 

The third deals with a limit on the high-price lines and the main- 
tenance of low-price line production. 

The fourth deals with dollars-and-cents ceilings on price controls 
rather than the margin system which is now in effect in the admin- 
istration of OPS. 

The fifth is enforcement of price regulations; the sixth, controls 
over the commodity markets; and the seventh, the elimination of the 
wage-price tie-in. 

I should like to talk specifically about these amendments. I should 
just like to call your attention to the fact that the other day, on May 
30, Mr. Carey, the secretary-treasurer of the CIO and the president 
of the International Union of Electrical Workers, talked about the 
problems of production, the question of 5-year amortization, and plant 
construction by the Government in case private industry does not ex- 
pand. These are two specific types of amendments which he has 
already suggested in the field of production, in addition to the problem 
of extending the authorization for loans for business expansion. And 
Mr. Carey, on May 30, has already talked about specific amendments 
in the credit-control field, and today you have heard Mr. Reuther in 
his presentation of the whole problem of equality of sacrifice and the 
need for expansion and the need for cost-of-living controls and the 
controls on everyone without exemptions, and particularly the people 
who say “Controls on everybody but me.” 

I should like to carry on from where Mr. Reuther left off and 
specifically talk about amendments to the act. In the first place, the 
first point is subsidies to control food prices. Now, Mr. Reuther has 
already dealt with this at some length, and I shan’t take too much 
time with the point. Let me just summarize by saying this: 

It is estimated by official Government statistics that for every 
1-percent increase in the cost of living, consumers must pay $2 billion 
a year more for cost-of-living items. ‘This means that if the cost of 
living goes up the contemplated 2 percent, which is conservatively 
estimated to be the amount it would go up if all items now below 
parity were permitted to arrive at parity, it would mean an expendi- 
ture by consumers of an additional $4 billion a year. That, in itself, 
is extremely inflationary. 

Senator Carprnart. That would not all apply on foods. 

Mr. Rurrenserc. Not on foods, no; but all cost-of-living items, and 
the food subsidies are part of the problem. 

Senator Caprnart. What percentages apply to foods and foods 
only ? 

Mr. Rurrensere. Well, I think the estimate now is that food prices 
will go up approximately 5 percent if all items now below parity are 
permitted to arrive at the parity level and are frozen at that level. 

Senator Capemart. What does that amount to in dollars and cents¢ 

Mr. Rurrensere. In dollars and cents, foods are approximately 40 
percent of the cost-of-living items, so that if the cost of living goes 
up 1 percent, and there is a $2 billion expenditures, 40 percent of that, 
or $800 million, would be foods. 

Senator Rosertson. Do you think consumer purchasers have gone 
to $200 billion ? 
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Mr. Rurrenserc. Let me make the point clear that for every 1-per- 
cent increase in the cost-of-living index there is an additional $2 billion 
expenditure by consumers. 

Senator Rosertson. That would be $200 billion worth of goods. 

Mr. Rurrenperc. That would be for food, clothing, rent, household 
furnishings, miscellaneous goods, durable goods, and so forth. But 
40 percent of that would represent the amount of expenditure for foods 
through a 1-percent increase in the cost of‘living. 

Senator Roperrson. There are a gfeat many items that do not enter 
at all into the cost of living. I am not arguing about inflation. | 
have been with you all along that every 1 percent of inflation, if it is 
across the boardfi is going to cost the American people $2 billion. [ 
agree with Mr. Reuther. It has already cost $17 billion. 

Mr. Rurrenpere. Since Korea. 

Senator Rosertson. Since Korea. Food, as you say, is 40 percent 
of the cost-of-living formula. But there are many items that are not 
in the cost of living. 

Mr. Rurrenserc. Oh, yes; and those other items could, under cer- 
tain conditions, continue to go up, even with controls. 

Now, on the matter of food subsidies: During the last war, there was 
appropriated by Congress some $4 billion of food subsidies. There 
was a total of about $5,400,000,000 appropriated for subsidies in gen- 
eral, $4 billion of which went to foods. It is estimated that the 
expenditure of $4 billion for food subsides prevented the food prices 
from going up approximately 25 to 30 percent. I think it was well 
worth the investment in terms of food subsidies. 

We want to make it perfectly clear, as I think Mr. Reuther has 
already made it clear, that we certainly have no objection to the 
maintenance of parity for the farmers. 

Senator Carpenartr. Would you yield a moment? That would not 
have been necessary if the Government had held the food prices at 
the price that the farmer receives. 

Mr. Rorrenserc. Except that, as you recall, I think, during the 
last period there was a guaranty of 110 percent of parity, and food 
prices were considerably below parity, and food subsidies were used 
as a means of giving the farmer the 110 percent parity. 

Senator CarprnArr. In other words, you are going on the basis 
that the farmer would and should receive parity for every nickel’s 
worth of merchandise he sells? 

Mr. Rurrensere. If, as a result of the market operation, the price 
at the farm moves upward, we would suggest that it be permitted to 
move upward, as far as the farmer is concerned, to the point of parity, 

but that the consumer—Well, let me give a specific example. If eggs 
are used as an example, on March 1, the parity level was 53 cents, 
while the actual farm price was 42 cents. We would say the farmer 
should be able to get up to the 53 cents parity, but to the consumer it 
shouldn’t reflect more than the 42 cents which is charged at the farm; 
the difference to be made up by the subsidy program. 

Senator Carenartr. And then tax the people to make up the dif- 
ference between the 42 cents and the 53 cents. 

Mr. Rurrenserc. Assuming there will be an upward movement in 
egg prices. There may not be. As a matter of fact, eggs may not 
move above their present level; and then again, they may. You can't 
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tell. But the authorization for the use of subsidies would be to 
permit the exercise of this use if the price does move above where 
it is now and still does not move up to the parity level. 

Senator Roperrson. Just to keep the record straight, and we can- 
not keep it too straight, I w ant to call attention to the fact that the 

cash income of our farmers in 1950 was $2 billion less than in 1948, 
nd the present estimate of cash income for 1951 is going to be less 
than it was in 1950, and they claim that in the meantime the profits 
of corporations have greatly ‘expanded and that wages have also gone 
up. 

Mr. Rurrensere. Yes; I think there is no question but that in 1947 
you had the peak net farm income, of approxim: ately $18 billion. It 
dropped steadily until in 1950 the net farm income was $13 billion. 
It is currently estimated, as I think Senator Maybank has already 
pointed out, that it is back up to $1414 or $15 billion for 1951, but it is 
not up to the peak of 1947. Therefore, w e say the farmer is entitled 
to maintenance of parity and to a fair price. Because his price for 
his farm product is his income. But we say: Let’s not reflect. that 
increase to the farmer in the consumer price. Let us be able to main- 
tain the cost of living through a subsidy to keep the consumer from 
paying a higher price and to permit the farmer to get his parity. 

The Caiman. Well, of course, tr ansportation costs and every- 
thing else have gone up. 

Mr. Rurrenserec. Certainly there is a tremendous spread between 
the farm level and the consumer level, and that spread has to be at- 
tacked in the same way that you attack other issues. 

Senator Carenarr. And a lot of people are employed in between. 

Mr. Rurrensere. An awful lot of people. And as I get into a dis- 
cussion on dollar-and-cents pricing, 1 think we can get a little picture 
of how you could prevent that spread from growing larger. 

Under present OPS regulations for wholesalers and manufacturers 
and retailers, you have a margin mark-up system, so that if the price 
increases a doll: ar you mark it up 20 percent. Let’s say the price at 
the wholesaler is $3, and it goes to $4. That isa dollar increase. But 
actually, if his margin at that point was in excess of that, he would 
be permitted to charge more than the dollar increase when he passes 
it on, because he is permitted to pass it on percentagewise. That is 
why we suggest as a specific amendment to the act that there be the 

requirement as to dollars-and-cents pricing, so that if the price to 
the wholesaler goes up a dollar, he passes the dollar on, and not $1.15, 
which he would be permitted to pass on if he used the margin regula- 
tions. That would be the second specific kind of amendment which 
we would suggest to the act. 

The third would be grade labeling and quality control. As you 
know, the present. act prohibits price “controls over quality and grade 
labeling. I would just like to give a specific example of what we 
mean by this. 

Let’s take a work shirt. Three different grades of work shirts 
sold at the retail lever, one for $3, one for $4, and one for $5. The 
manufacturer makes all three of these goods. He can, without any 
restriction whatsoever, begin to put into the retail $5 shirt the quality 
of merchandise which he has formerly put into the $3 shirt, and he 
can reduce the quality which he has been putting into the $4 shirt 
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and the $3 shirt, and there isn’t a thing that can be done about t\\at 
kind of a situation under the terms of the present Defense Product ion 
Act. 

Senator Carenart. There is a lot of sense to what you say in that 
respect. 

Mr. Rurrenserc. Thank you, Senator. We would therefore siv- 
gest that there be a specific amendment. 

Senator Roperrson. Justa minute. You say you cannot do it under 
the act. Do you mean that OPS cannot issue a regulation that }ro- 
hibits upgrading or downgrading or whatever grading they want 
to prohibit ? 

Mr. Rurrenserc. That is what I mean. They can’t do that. 

Senator Roserrson. I do not understand the act that way. 

Senator Carenart. Historical quality and mark-ups are writien 
into the law. 

Senator Roperrson. I do not think if they put a price on a shirt 
made out of a certain grade of cotton they can do anything like that. 
Take for example a shirt made out of one type of broadcloth. Let us 
take the Dart. That used to sell for $3.65. They have another brand 
called the Dale. That is another type. Do you mean to tell me they 
could take the cloth that went into the Dart and call it a Dale? 

Mr. Rurrenserc. [ certainly mean to tell you that. It is precisely 
what they could do if they so chose. 

Senator Rogertrson. It may be they have not gotten down to that 
point in the regulations, but I know they have the power to prohibit 
that. 

Mr. Rurrenserc. Under the present act, there is a specific provision 
in title IV that prohibits price controls being used as a means of con- 
trolling quality and grade labeling, a specific prohibition. 

Senator Bricker. But they can do it under their price control. You 
cannot change the quality and thereby avoid the price regulations. 

Mr. Rurrensere. They can do it, sir, not through prices but through 
the allocation power of the NPA and DPA. They can allocate goods 
and say, “You have formerly produced a $3 shirt and used so many 
thousand yards of broadcloth to do it. We will now allocate to you 
the same number of yards of broadcloth to produce that same shirt.” 
They can do that under the present power. It would have to be tried 
in to the OPS regulation. But let me remind you, sir, that when the 
OPA during the last war tried to get at this problem through use of 
the allocation power of the War Production Board, they were never 
successful. That is why we are specifically suggesting that the legis- 
lative history which prohibits wiaiity control be taken out of the price 
section of title IV, so that you can combine it with the allocation 
authority. 

Senator Rosertson. Now, wait a minute. They could not put out 
the same shirt and call it a different name. They might have to put 
a different collar on it. On standard goods they have been tied down. 

Mr. Rurrennerc. The brand-name people lived up to this probably 
a little better than some of the other manufacturers. But technically 
speaking, under the terms of this act, they can and they have already 
begun to reduce the quality of goods. 

Now, simultaneously with this quality control, another thing can 
happen. 
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The CuamrmMan. Have you any instances where they have done that? 

Mr. Rurrensere. Yes. We could insert some into the record. 

The Cuamman. Without objection, then, I will ask you to insert 
some, 

Mr. Rurrenserc. I should be glad to do that. 

Mr. Rurrensere. Now, tied in with this same problem is that of 
the limit on high-priced lines. For example, let us take the same 
shirt manufacturer who produces a $3, $4, and $5 shirt. He has 
taken the quality of the $3 shirt and put it into the $5 shirt. Noth- 
ing can stop him from doing that. He, in addition, can completely 
stop the production of the $3 and $4 shirts. 

The CuatrmMan. They did that during the last war. 

Mr. Rurrensere. They did it during the last war. I think as all 
of you remember, when I came back from the Army I can personally 
remember the experience of trying to buy a white shirt, and I couldn’t. 
But I could buy all the sport shirts I wanted, because the profit mar- 
gins on the sport shirt were greater. So they produced the sport shirt 
and didn’t produce the regular broadcloth white-collar shirt. That 
is a problem that occurred in the last war, and I think we remember 
that experience. 

Let us take the $3, $4, and $5 shirts. If the manufacturer no 
longer produces a $3 shirt, and a $4 shirt, but produces the $5 shirt 
with the quality of the $3 shirt in it, you have two problems involved. 
You have quality control and the elimination of the low-price line. 
So that in order to have effective price control, which would guar- 
antee to the consumer that he pay the same price for the same quality 
goods, it is necessary that there be two specific amendments to the 
Defense Production Act, one that would permit grade labeling and 
quality control, and one that would permit limitation on high-priced 
lines or would require the continued production of low-price line 
items. Those are two additional specific amendments. 

Senator ScHorrret. You do not think that can be done adminis- 
tratively speaking, but that it would have to be tied in with a manda- 
tory provision written into the law? 

Mr. Rurrenserc. That is right. 

The Carman. You could give them the power to do it adminis- 
tratively, and that should be done, rather than try to write it into 
the law. You cannot write a thing like that into law. 

Mr. Rurrensera. The specific amendment which I would suggest is 
that you eliminate from title IV the prohibitions against low-price 
line control and quality control. 

Senator Scnorrret. That is the thing I wanted to get clear in the 
record. 

Mr. Rurrensere. Yes, sir, the elimination of those two propositions. 

Senator Capenart. Do you have a copy of the bill before you 
there ? 

Mr. Rurrenserae. I don’t happen to have a copy, sir. 

Senator Caprnart. Will you hand him a copy, please? 

Will you show us that, Mr. Ruttenberg? 

Mr. Rurrenserc. Here on page 10, under title IV, section 402, para- 
graph (3), item (i), on page 10, right before section 403 begins, it 
reads: 

No rule, regulation, or order issued under this title shall require any seller 


of materials at retail to limit his sales with reference to any highest price line 
offered for sale by him at any prior time. 
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That is specifically a prohibition against the high-price line and 
low-price line items. 

In the paragraph above that—I won’t take the time to read it all, 
but if you read it carefully, it would be a prohibition against qu: lity 
control and grade labeling. It is these two specific sections of the 
act which, if removed, would permit OPS, if it found it desirable, 
to move into quality control and the elimination of low-price goods. 

So far I have discussed four specific amendments, -- food price 
subsidy, the dollars and cents pric@ ceiling, the low-price line, and 
grade labeling and quality control. There are three additional ones 
that I should like to mention, Mr. Chairman, if I still have time. 

One is an effective control over commodity markets and commodity 
speculation. As you know, there is no regulation now that permits 
control over margins on the commodity market. 

The CrHamman. Have you seen the Federal Reserve Board's 
recommendation of the so-called Wilson committee ? 

Mr. Rurrensere. I have, sir; yes. I would suggest that the amend- 
ment which the administration has suggested in commodity specula- 
tion is a highly legitimate one and deserves the wholehearted support 
of this committee. 

I should like, if I might, Mr. Chairman, to call your attention to 
a copy of an article which Edwin A. caney wrote for the Chicago 
Daily News, appearing under date of May 5, 1951. The headline on 
this story is, “How speculators get rich on war.” And I should like 
to read to you just two or three paragr aphs out of this story and 
ask that the whole story be included in the record. 

If I might, I would like to have one or two paragraphs quoted 
from the story. It says: 

In the first 6 months of the Korean War the speculators in soybeans alone 
cleaned up about $36,500,000. 

In cotton the speculators cleaned up $14,000,000 in 6 months of war. 

The Cuamman. They did not do as well as the others then, did they / 

Mr. Rurrenserc. They certainly did not. They still did pretty 
well, though, Senator. 


In wheat the profit was about $11,000,000, and in corn about $13,000,000. 
Let me just give you one other sentence out of this story: 


On the Chicago Board of Trade last July you could buy $11,356 worth of wheat 
for $1,250, or a margin of 6.4 percent. A margin of $1,500, or 7.9 percent of the 
purchase, would buy you $13,200 worth of soybean futures. 

So that it is very clear that through putting down a very small 
amount as a margin you can make a tremendous profit, which these 
people have made. 

Senator Carrnartr. They could have lost the same amount of money, 
too. I can speak from experience. 

Mr. Rurrenserc. Certainly. If they lose, then they certainly can 
take advantage of the capital gains and capital loss tax. 

Senator ScHorpret. Does the exchange have within its power and 
authori ity, Mr. Ruttenberg, the right to increase those margin require- 
ments ¢ 

Mr. Rurrenserc. The exchange itself, of course, can do anything 
it wants. It can establish any margin it wants. But the point is, 
and experience is, that they have not moved their margins up to avoid 
speculation. The specific suggestion which I am making here, and 





whi 
the | 
gins 
ent | 
thro 

qui 


F 


wag 
the 
Ss 
ulti 
M 
T 
mar 
M 
T 
dow 
crea 
M 
Kor 
S 
Cha 
by! 
exc] 
T 
sho’ 
M 
give 
S 
N 
Kor 
that 
wot 
ins 
cent 
dov 
sam 
was 
up. 
up 
L 
32 | 
trac 
con 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 2193 


which has already been made by the administration, I think, is that 
the Federal Government be granted the authority to increase the mar- 
gins required to purchase on commodity markets, similar to the pres- 
ent regulation which it has, which permits the Federal Government, 
through the Federal Reserve Board, to limit or to set the margin re- 
quired on the stock exchange. : ¥ 

For example, I think you all will recall that slightly after Korea, 
2 or 3 months after the Korean incident, the Securities Exchange Com- 
mission ordered an increase in the margins required on a stock ex- 
change from 50 percent to 75 percent. I think that had a very good 
effect upon the stock market in avoiding speculation. 

Senator Bricker. What effect do commodity controls of the type 
that you recommend have upon the ultimate price? 

Mr. RurrenserG. I am sorry, sir. I did not hear that. 

Senator Bricker. What effect does commodity exchange buying 
and selling have upon the ultimate price? 

Mr. Rutrenserc. The same effect that any other cost has, sir. If 
wages go up, if raw materials go up, obviously the costs going under 
the production of the item have an effect upon the final product. 

Senator Bricker. You think, then, that commodity trading does 
ultimately affect the final cost of the product ? 

Mr. Rurrenserc. Yes. Let me give you some examples. 

The Cuamman. Before you start giving examples, what was the 
margin on cotton 4 

Mr. Rorrenserc. The margin on cotton? I do not have that. 

The Cuarrman. I just want the record to show that after they came 
down on the New Orleans Cotton Exchange, they went back and in- 
creased margins. 

Mr. Rorrensere. I see in this story that the first 6 months after 
Korea the cotton speculators cleaned up $14 million. 

Senator Benton. I think it was previously put in the record, Mr. 
Chairman, that no exchange has increased the margin requirements 
by more than 15 percent. That is the most that has been done by the 
exchanges themselves. 

The Cuarrman. But they did increase it. That is all I wanted to 
show. 

Mr. Rourrenserc. I would just like to cite two or three figures, to 
give you an example of the effect speculatio has had on prices. 

Senator Bricker. That is what we want. That is the point. 

Mr. Rurenserc. Yes. If you take the 10 months immediately after 
Korea, which would be July 1950 through April 1951, and compare 
that with the same 10-month period of the preceding year, which 
would be before Korea, you would find that the increase in trading 
in soybean oil was 2,376 percent ; in eggs, 139 percent; in lard, 87 per- 
cent; in cottonseed oil, 82 percent increase in trading. And so on 
down the line. Now, if we relate what happened to prices during this 
same period, you find an interesting relationship. While soybean oil 
was going up in trading by some 2,370-odd percent, prices were going 
up 58 percent ; eggs were going up in trading 140 percent, with prices 
up 26 percent; and so on down the line. 

Let’s take a look at cotton. Trading went up 65 percent; price, 
32 percent. So that actual trading did increase, and the result of the 
trading produced a higher price. Now, as that higher price of the 
commodity market is maintained, it is passed on through the chan- 
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nels of processing and manufacturing to the final consumer wit) a 
higher price than the consumer has to pay. That is the point of moy- 
ing all the way back to the origin of the “anon increase to permit mar- 
gin requirements on the commodity exchange, which would prevent 
some speculation, which would prevent increased trading on the iar- 
kets, which would prevent increases in the basic raw material, which, 
in effect, would permit you to have a more effective control at the 
retail level and in distribution. YE 

The CuarrMan. I am not going to argue with you that it does not 
affect prices going up, just'as it affects the prices going down. There 
have been a lot of people selling cotton at 38 cents. If it was not for 
that exchange, the cotton would not be 38 cents. It would be what 
ever somebody wanted to pay for it. At the present time it is 45 
cents. So it does put the price up in an inflationary period, but it 
likewise puts it down in a deflationary period. So it evens up, size of 
crop against size of crop. It makes it higher in some years and makes 
it lower in some years. 

Senator Bricker. The question we have really got to decide is 
whether or not prices control your commodity exchange speculation, 
or whether the commodity exchange speculation controls prices. That 
- what I was getting at when I asked you the question in the first 
place. 

The Cuamman. And another thing, if I might interject. The peo 
ple have great confidence in that. The people in the rural communities 
do not know what money in the bank is. Lots of times, with bank 
failures and all that, they have just a few dollars, and they will put 
it in a contract in Chicago or New York rather than take a chance 
on the bank. Even though they lost when the markets were going 
down, they had investments in some contract in cotton or wheat. It 
is the same with the devaluation of the dollar, every time the dollar 
goes down, commodities go up. You talk about cotton going up. It 
did go up; but did you know foreign cotton went up to 70 cents a 
pound? There was money in there from Switzerland and those coun- 
tries. There was a fear of the lessening value of the dollar that came 
into it, too. 

Mr. Rurrenserc. You are perfectly right, Mr. Chairman. But the 
point I think we must keep in mind is that we are trying to control 
the cost of living. 

The Cratmman. The only thing we are concerned with is what 
Senator Bricker says: Does the future commodity market lead the 
way, or do prices themselves lead the way and the exchanges follow / 

Mr. Rurrensere. Of course, that reminds me of the argument that 
I frequently have with my little 3-year-old daughter, who says all the 


time when I tell her she should use her fork, that she wants to use her 


fingers. I don’t know where she got the expression, but she says, 
“Which came first, fingers or the fork?” And it is the same thing as. 
“which came first, the chicken or the egg?” But I think when you 
look at the facts I have already inserted in the record in terms of the 
increase in trading, vou can see that increased trading has produced 
an increase in the price. 


Senator Bricker. Have you any instance where futures are selling 


at more than the present ceiling on commodities ? 


Mr. Rurrenserc. Futures, of course, can always sell above the 


ceiling. 
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Senator Bricker. Are they? Have you any instances? 

Mr. Rurrensere. Any instances of which, now, sir? 

Senator Bricker. Of commodity exchange trading on futures that 
are higher than the present ceiling prices. 

Senator Capenart. Higher than the cash delivery price today. Do 
you know of any instances where the future quoted prices are above 
the cash or delivered prices of today? Of course, you do not. 

Mr. Rurrenserc. Off hand, I would have to check that problem. 

The Cuamman. You cannot have, except for a short time, because 
if the futures are above the top price, the people who have cotton or 
wheat will deliver it to Chicago and New York. 

Senator Capenart. This elimination of the wage-price tie-in: that 
is not quite clear, as to what you mean there. 

Mr. Rurrensere. If we can pass from commodity speculation, I 
can take that up. 

The Cuamman. I was going to ask Senator Benton if he would 
preside for me for a few minutes. 

Senator Benton (presiding). Were you about to ask a question, 
Senator ¢ 

Senator Cargnarr. It is the No. 7 proposal, the elimination of the 
wage-price tie-in, That is not quite clear to me. 

Mr. Rurrenserc. Let me just explain the problem. Under the 
terms of the Defense Production Act of 1950, there is a provision 
which says, in title IV, that any time the price of a particular com- 
modity is controlled, the wages of the workers producing that com- 
modity must also be simultaneously controlled. Now, I think ex (peri- 
ence will show that one of the reasons why during the time of specula- 
tion following the enactment of the Defense Production Act in Sep- 
tember 1950 and October and November, we did not get selective price 
controls on certain specific commodities was because of this wage- 
price tie-in. It would have required, for example, that the wages ‘of 
the workers in a particular area be controlled because the price of 
their commodity was controlled. Now, that means simply this, that 
when you control the price of steel scrap, there is no justification, in 
our judgment, for controlling the wages of the workers working on 
steel scrap, because the steel-scrap worker does not eat steel scrap. 
He eats bread and butter, and he wears clothes, and he rents a house. 
His expenditures are in areas where there are no controls. But from 
the standpoint of economics, it may well have made an awful lot of 
sense to have engaged in selective price controls during the early days 
after the enactment of the Defense Production Act—selective price 
controls without the necessity for moving into the wage field. Obvi- 
ously, the Defense Production Act states that when you control the 
majority, or have general price control, you therefore must have gen- 
eral wage control, and that is the situation we find ourselves in now 
with the Ji anuary 25 freeze order. So you have general over-all con- 
trols. The wage- price tie-in has no rel: ationship to the present 

situation. 


_ Senator Capemarr. I was going to say: It is really outmoded, 
it not ¢ 

Mr. Rurrenserc. It is academic now. But you have seen the ex- 
perience of September, October, and November of 1950, Let us turn 
now to a reverse situation, in which we would be heading into a period 
of deflation. It might well be necessary, or it might be wise, for ex- 
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ample, to eliminate general price and wage controls. But it might 
still be necessary, as experience shows in the 1946 period, to maintain 
certain price controls over certain specific commodities in the defla- 
tionary period. But if this wage-price tie-in remains in the act, it will 
be necessary to have wage controls over the specific selective price con- 
trol commodity. And it is under that deflationary period that we 
suggest the elimination of wage-price tie-in. We don’t object now to 
general wage stabilization, as Mr. Reuther has made very clear in his 
testimony, and as we should like to reemphasize. We don’t object to 
wage stabilization if it is based and premised upon effective controls 
over the areas of the economy. But we are now referring to and sug- 
gesting the elimination of the wage-price tie-in to the eventual de- 
flation period, in which it might be wise to have specific selective price 
controls over certain specific commodities without resort to wage con- 
trols. And it is with that thought in mind that we have suggested the 
elimination of the wage-price tie-in. 

Senator Benron. Could you not take copper as a good illustration 
of where you might have a high price maintained right through a 
deflationary period, and need price control because of acute shortages? 

Mr. Rurrenserc. That is right, sir. I think copper would be a very 
good example. Any of the nonferrous metals would be a good example 
of this whole problem. Steel might well be an example of this 
problem. 

That would be the sixth amendment which we would suggest. The 
seventh one would be enforcement of price regulations. And under 
this we would suggest that the act be amended to give OPS the power 
to license sellers of articles, under price control, and through court 
proceedings, to suspend such licenses for willful violation of price con- 
trol orders. This procedure was used very successfully during World 
War II and was an important area in preventing black maidints and 
in keeping effective price controls and effective enforcement of these 
price orders. 

Senator Bricker. You do not mean by that that we did prevent 
black markets ? 

Mr. Rurrenserc. We prevented an awful lot of it, sir. We had 
black markets, yes. But I think basically, effective enforcement is a 
prerequisite to preventing black markets. We all want to prevent 
black markets. We all want to control inflation. The only way we 
can do that is to have price controls and then to have effective enforce- 
ment procedures, such enforcement to require, for example, licensing. 
And if an individual violates a price order, you can go to court and 
remove his licensing, and therefore he cannot continue to operate. 

Senator Carpenart. Would you recommend licensing each local 
union, so that if it violated the laws its license may be suspended ? 

Mr. Rurrenserc. Unions can’t violate any laws under wage con- 
trols. 

Senator Carenart. I am speaking of violations under their agree- 
ments. 

Mr. Rurrenserc. In what way would they violate agreements? 
They enter into a collective bargaining contract. They negotiate 
with an employer. They come to a wage settlement, let us say. Now, 
if that wage settlement pierces the ceiling established by the Wage 
Stabilization Board, they have only one of two choices. One would 
be to go to the Wage Stabilization Board and ask for approval of the 
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negotiated wage increase or negotiated contract. Or they could tell 
the employer, “If it pierces the ceiling, we do not want it. We cannot 
take it.” Now, the union itself cannot put into effect the increased 
wage. It requires the employer’s cooperation. 

Senator CapeHart. I was thinking of a union striking or violating 
their contract in other ways. 

Mr. Rutrenserc. That is taken care of through other pieces of leg- 
jslation, which you don’t get through price control ceilings here. 

Senator Benton. Could I interrupt for just 1 second? Would you 
point out which one of these amendments you recommend that are 
not now in the recommendations that this committee has received from 
the administration ? 

Mr. Rurrensere. Yes. 

Senator Ben'ron. We do have this licensing provision in the recom- 
mended changes by the administration. That is in. This one you 
have just been discussing is in the bill before the committee. This 
No. 6, here, is in. I may say on licenses, for example, that it seems 
to me that is very widely misunderstood by the business community 
that many businessmen seem to have gotten the idea that they have to 
get a license to stay in business, and they do not understand that the 
license comes automatically, that everybody has it, and that it can 
only be taken away from them as a result of a violation. 

Mr. Rurrensere. As a result of a violation. 

Senator Benton. And then through court proceedings. So it is 
just a way to help enforce these provisions, a better way to enforce 
these laws. 

Mr. Rorrenserc. That is right. 

The administration has not recommended amendments dealing 
with grade labeling and quality control. The administration has not 
recommended a limitation on high price lines. The administration 
has not recommended elimination of the wage-price tie in. And in 
the subsidy field, the administration has recommended an import 
subsidy on high cost of production items but has not specifically 
recommended a food subsidy item. 

Senator Benton. That has been brought out many times. 

Mr. Rurrensere. Those would be the differences in our proposals 
and the administration. 

I would just like to conclude by referring briefly to a matter which 
Mr. Reuther has already dealt with quite at some length, and which 
the committee has questioned him about; and that is specifically on 
the meat order, to suggest to this committee that they do not fall 
victim to the pressures which are now being brought by the cattle 
growers and the meat packers to eliminate or to prevent OPS from 
doing an effective job on meat prices and control over meat prices. 
I think that area has already been discussed at some length by Mr. 
Reuther. 

I should just like to add one brief thing about the meat matter 
in conclusion. The average profit per head of cattle to cattle feeders 
in the Corn Belt in 1950-51 is estimated by the Department of Agri- 
culture to be a record $68.54. The next best. profit period to owners 
of feed lots was 1946 to 1947, right after OPA controls were ended, 
and at that point profits per head of cattle were $43.27. Even after 
the 10 percent roll-back, which was just put into effect recently, 
average profits per head to Corn Belt feeders were estimated to be 
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$47.69. If you permit the 4% percent roll-back of August anc the 
other 414 percent roll-back in October, the actual final profit per head 
of cattle will be in the neighborhood of $25 per head. So when the 
cattlemen come and complain about a loss of income, what they are 
complaining about is a decline in proofit. Instead of being able to 
make the $70 profit they were permitted prior to the order, they wil] 
only be able to make the $25 profit. 

It reminds me of an uncle of mine, ffom Senator Benton’s home 
State. He lived up in New Haven> He always used to remind ine 
every time I saw him. He said, “I bought a suit. It was on sale for 
$45. The original price was $60. I made $15 today.” Well, he ac- 
tually didn’t make it. But in this case, here, these cattle men are say- 
ing, in effect, “We are losing $45.” Because they expected a $70 protit 
and are going to end up only with a $25 profit. 

Senator Scnorrre.. I suggest that you go and talk to somé of the 
bankers in the midwestern area who are financing some of these deal- 
ings in cattle. And look into the matter of the cattle that were pur- 
chased in October, the October deliveries, the prices that were prevail- 
ing at that time, the hundreds of thousands of head of cattle that 
were purchased during that period of time, those that are going into 
the feed lots now and those that are not going into the feed lots but 
are going into markets. 

Mr. Rurrenserec. I think, Senator Schoeppel, if you looked into 
the quantity of yearlings bought by feeders between January and 
April of this year, you would find that the total percentage of those 
in feed lots is very small. So most of the catle that have been bought 
and are in feed lots were bought prior to the January period, and 
consequently the amount of loss which they anticipated is not really 
a physical loss of dollars but a feeling of “well, I bought it at this 
very high price in January,” when they didn’t really buy it then, but 
bought most of those that are now in feed lots prior to the January 
period. 

Senator Carenart. I have come to my own conclusion on this, be- 
cause I have had actual experience doing it through the years, and am 
doing it today and have been doing it for many, many years. I do 
not need any recommendations from anybody on what it costs to feed 
cattle and raise hogs, because I am doing it every day. I have had 
practical experience, actual experience. I know exactly what my 
cattle cost me, what it costs to feed them. I know the whole problem. 
It may well be that it is justified. But I know what it costs, and I 
know what the losses are and can be, and I know what the profits are. 

Mr. Rurrensere. Could I make just one point in conclusion? If 
meat prices are not controlled, you will not have effective control of the 
cost of living. And if you do not have effective control of the cost of 
living, you cannot possibly call upon the wage earners of this country 
to continue to support as they have in the past a program of price and 
wage stabilization. 

Senator Carruart. Yes; I know that is the threat. That is the 
long arm that will hit you over the head. But meat prices are con- 
trolled today. 

Mr. Rurrenserc. What I am suggesting is the possibility that has 
been suggested by certain cattle growers associations, that this com- 
mittee or this Congress specifically state in the bill that there be no 
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controls permitted over meats. And if the Congress does that, we will 
have no controls. 

Senator CareHart. We have had a lot of testimony here recom- 
mending that title [V be amended or eliminated. 

Mr. Rurrenserc. I think Mr. Reuther stated the position of the 
CIO very clearly, that we are opposed to the elimination of title IV. 
Kad ] might say that the committee that is still meeting this afernoon 
have gone on record for a specific group of amendments. And when 
Mr. Green appears here tomorrow or the next day, it will be perfectly 
clear that the movement as represented by the United Labor Policy 

Committee is entirely in accord on that. 

Senator Carenarr. I do not think there is any question on that. 
Mr. Reuther made himself clear. You made yourself clear. The 
Farm Bureau, of course, are for cleuiuiion title IV. The} National 
Grange are for eliminating it. The Inter national Carpenters Union 
are for eliminating it. We have a statement that they put into the 
record. You are for keeping it. And many other organizations have 
testified here. 

Mr. Rurrenserc. Those organizations opposing it are the types of 

groups that Mr. Reuther referred to this mmorning, I think, who say, 
“Let’s have controls for everybody but me. 

Senator Carenarr. I would not say that would be true of the 
International Carpenters Union. 

Mr. Rurrensere. I think, to a considerable extent, the International 

Carpenters Union would be able to benefit consider ably through their 
power and influence on wage increases. 

Senator Careuart. It is a debatable question, and we have been 
listening to both sides. 

Senator Benton. Are there any questions? 

Thank you, Mr. Ruttenberg, for your very clear testimony. 

(The prepared statement of Mr. Ruttenberg follows :) 


STATEMENT OF STANLEY H. RUTTENBERG, DIRECTOR OF THE DEPARTMENT OF 
EDUCATION AND RESEARCH, CIO 


Inflation is inflicting serious damage to our national economy and to the 
defense effort. 

It is undermining the living standards of the American people—especially 
those who depend on fixed incomes, wages, and salaries. 

It is shaking the morale of our people who are confronted with rising prices 
and a lack of firm Government action. 

It can create difficulties in the reconversion to a postemergency economy. 

It can impair our relations with our allies abroad whose economies and de- 
fense efforts depend upon economic stability in the United States. 

Rising prices are adding billions of dollars to expenditures for national 
defense. 

They can undermine wage stabilization, for the wage earners of America 
cannot be expected to accept wage stabilization without firm price controls. 

They can wreck defense production schedules by the promotion of speculation 
and the hoarding of key materials. 

We have been told by the Economic Stabilization Administration that every 
2-percent increase in the price level means a $1 billion annual increase in defense 
expenditures; and every 1 percent rise in the cost of living means an annual 
increase of $2 billion for consumers for the same goods and services. 

The 8%-percent rise in the cost of living from June 1950 to April 1951 has 
meant an increase to consumers of about $17 billion per year in increased prices— 
over $300 per family. Secretary of Defense George C. Marshall has stated that 
the rise in the price level since the Communist invasion of South Korea has 
caused an annual increase of over $7 billion in the cost of the defense program. 
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The inflationary rises in living costs and defense expenditures will continue. 
unless inflation is halted in its tracks without deiay. There is an urgent nee 
for immediate action by this Congress to provide the stabilization agencies with 
sufficient authority to curb inflationary pressures in all areas of the economy. 

The Defense Production Act, as it now stands, has failed to serve as a weapon 
against inflation. Its loopholes must be plugged. Its inadequacies must be 
replaced with authority for firm action. The American people deserve assurance 
from their representatives that the menace of the inflation fifth column will be 
combated vigorously. 5 

There are those who complacently point to the current relative stability of 
prices. Let us not be lulled to sleep by tlifs condition for it is merely temporary, 

Speculation and secarce-hoarding by business after the Korean invasion pushed 
prices of some goods to the point where they were priced out of the market, 
Embarrassing inventories were built up. This situation occurred before defense 
production got rolling. 

In many lines businessmen are now trying hard to clear their shelves. As a 
result, there have been some moderate declines in recent weeks in a few durable 
goods. In others, there has been a let-down in continued upword price pressures, 
but the storm warnings are clear to see, if we only look for them. 

We are now spending an annual rate of about 10 percent of our total national 
output for defense—for both housekeeping and hardware. This rate of defense 
expenditure will be greatly accelerated in the coming months. Official reports 
indicate that the annual rate of defense expenditures will be raised to 158 to 
20 percent of total output by late next year. These reports, of course, are based 
on the hope that we can avert all-out war. 

It is most unfortunate—and it represents a marked failure on the part of 
the mobilization administrators—that our defense production has failed to get 
rolling in the past months. But we are now assured by the defense production 
agencies that military production will be moving into high gear in the third 
quarter of this year and will continue at a rapid, accelerated pace until late 1952, 
when a plateau will be reached. 

As defense production gets underway, a large share of strategic materials, 
electric power resources, and transportation facilities will be withdrawn from 
the civilian economy. Real shortages created by the requirements of defense 
production will appear. These shortages will cause serious inflationary pressure 
throughout our economy. 

Inflation bas already created serious damage to the national economy. Further 
inflationary pressures spell danger ahead. The time to establish a firm over-all 
stabilization program is now. We cannot and should not wait until it is too late. 

Let us not deceive ourselves into thinking that we can escape direct controls 
in this emergency. During the period of defense build-up, direct controls as well 
as indirect controls are necessary. We need firm price and rent controls and 
a fair wage-stabilization policy, as well as equitable taxes, credit controls, and 
a savings program. 

When effective demand and the supply of goods are brought into better bal- 
ance—and if all-out war can be averted—then we can consider the relaxation or 
withdrawal of direct controls. But at present, and for the time necessary to 
achieve the needed expansion of output, there can be no escaping direct controls. 
Otherwise, our increased output will be attained at the extreme price of dan- 
gerous inflation. 

All our considerable material and spiritual resources must be mobilized for 
the national defense against the threat of Communist aggression. We cannot 
delay the enactment and enforcement of every measure necessary to combat 
inflation. The attempt to evade effective price controls in the months since the 
start of the Korean War has already caused tremendous damage. 

Prices started to jump as soon as the Korean War began. In 1 month following 
the Korean invasion, the prices of 28 basic commodities rose 12 percent and 
the wholesale price index increased 4.2 percent. 

Raw material prices led the procession. Abnormally heavy trading in the 
commodity markets pushed up prices at a steady, sharp pace week after week. 
By mid-October, the prices of 28 basic raw materials were 25 percent higher than 
they had been at the start of the Korean War. These price rises fed into the 
price pipeline and touched off trigger-action price incre: ises all the way from 
the commodity markets to the retail stores. 

Commodity market traders and many manufacturers, wholesalers, and re- 
tailers took advantage of the opportunity to boost prices as high as the traffic 
would bear. Prices were increased long before the appearance of any actual 
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shortages. Goods produced at pre-Korean costs were sold at inflated post- 
Korean price levels. ’ : 

The failure to control bank credits at an early date after the Korean invasion 
added fuel to the fires of inflation, The commercial banks’ large holdings of 
Government bonds, without any Federal Reserve Board attempts to immobilize 
those holdings, made it relatively easy for the banks to loan large sums of money 
to business. To a great extent, these bank loans were used by businessmen to 
puild up large inventories and hold goods off the market in anticipation of 
further price rises. The whole process built up additional pressures on prices. 
Even at this late date, there are no effective controls over bank credit. 

There was a rapid succession of price boosts from the level of raw materials 
all the way to finished products at the retail stores. Action could have been 
taken in September to hold these price rises; however, the terms of the Defense 
Production Act made effective price stabilization, procedures impossible. 

Th abnormal amount of trading in the commodity markets which pushed up 
raw material prices should have been limited by placing margins on commodity 
purchases. While the margins for purchases on the stock exchanges: were in- 
creased to 75 percent, the commodity exchanges were left scot free. As a result, 
there was no restraint on speculators to gamble in the commodity markets and 
push up prices. 

The volume of futures trading in all commodity markets skyrocketed. Ex- 
amples of the volume of such trading in the post-Korean 10-month period, July 
1950-April 1951, as compared with the same period in 1949-50 can be seen from 
the following figures, based on data of the Commodity Exchange Authority, 
United States Department of Agriculture: 


Percentage increase in trading 1950-51 compared with 1949-51 


Percent 
Flaxseed 21,378.9 
Soybean oil 2,376.0 | Cottonseed oil 
Eggs 139.4 | Wool tops —-_ 
Soybean meal 110.1 | Cotton 
95.9 


Speculators who bought raw materials on the commodity exchanges just be- 
fore the Korean invasion with as little as a 7-percent down payment could have 
eashed in 5 weeks later with profits of 100 percent on wheat, 150 percent on 
cotton, 350 percent on soybeans, 450 percent on lard. These manipulations in 
raw materials have continued without any Government control or limitation. 

Last summer the President and many Members of the Congress urged that 
the Government be granted the authority to control commodity market specu- 
lation through the method of establishing margins on purchases. Unfortunately, 
the Defense Production Act specifically exempted the commodity exchanges from 
any controls. This omission must now be rectified. The President must be 
granted the authority to establish margins for trading in the commodity 
markets. 

While the legitimate economic processes which take place in the commodity 
markets must continue, the abnormally heavy trading can and should be cur- 
tailed by margin requirements similar to those imposed on the stock exchanges. 
Gambling at the expense of the American people at a time of national peril must 
be curbed. 

Selective price controls, too, should have beent imposed by mid-September. 
Such controls on a few key goods would have had the effect of holding back the 
tendency of all prices to reach the sky. However, the placing of selective price 
controls was made unworkable by the terms of the Defense Production Act 
itself, 

The wage-price tie-in provision of the act provides that if the price of a certain 
product is placed under selective controls, the wages of the workers in the in- 
dustry that produces the product must also be controlled. For example, if steel 
prices had been selectively controlled, the wage-price tie-in would have made it 
necessary to control the wages of steelworkers, even though other wages and 
other prices were not under control. Since steelworkers don’t eat steel. but 
they do consume other products that would be left uncontrolled, the wage-price 
tie-in would have placed an unfair burden on steelworkers. 

Thus, the act itself made it impractical to place selective controls on several 
key products whose prices were skyrocketing and whose producers were already 
making more than ample profits. Corporate profits in the fourth quarter of 
1950 reached scandalous heights. 





2202 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


The unjust wage-price tie-in would make it appear that wagers might have bee: 
an important contributory influence in the sharp price pressures immediateiy 
following the Korean outbreak. The facts, however, prove that wage in 
creases were not the cause of these rising priees. Wholesale industrial prices 
by mid-September were almost 8 percent above June, while average week\) 
earnings in manufacturing industries had risen less than 2 percent. 

The wage-price tie-in problem is not an immediately pressing one. We hay, 
been operating under general price and wage controls for the past 4 months, but 
when the present emergency eases it may be advisable to relax general con 
trols. At that time we may have to maintain some selective controls on key 
products, while relinquishing controls on most others. Under the act, as it now 
stands, this would be unworkable, for the selective wage-price tie-in is stil! 
with us. 

This unrealistic requirement in the Defense Production Act should now he 
eliminated in order to ease the way for a stabilization policy consistent wit|, 
the needs of the postemergency period. 

Speculation on the commodity markets was not curtailed and selective price 
eontrols were not placed on key materials when these actions would have su) 
stantially reduced inflationary pressures. The Defense Production Act made it 
impractical and impossible for these actions to be taken. Instead there fol 
lowed a period of months when the Government embarked on a policy of futil 
exhortation to business to “hold the price line.” 

Exhortation and pleading did not work, as almost all observers predicted 
at the time. Prices continued to climb sharply. 

Raw material prices are now about 39 percent above their level at the time 
of the Korean invasion. Wholesale prices are some 17 percent above that date 
The Consumers’ Price Index in April 1951, the latest date for available informa 
tion, was 8% percent above June 1950. 

Unless firm and effective controls are imposed without delay, new inflationary 
pressures, based on material shortages, will shoot prices up even higher than 
they are at present. This will he true not only of industrial prices, but of ihe 
general price level, including foods as well. 

The views of the Congress of Industrial Organizations on food price contro!s 
should be made completely clear. 

For many years past, and often against great odds, organized labor has cham 
pioned the right of the American farmer to receive a fair return for his products. 
Ever since its formation, the CIO has consistently supported the concept of 
parity and all constructive measures that seek to achieve justice and equity for 
the farmers. The CIO has, over the years, brought to its members and the 
publie at large the legitimate case of the farmers in their striving for a better 
life. 

Parity measures a fair return to farmers for the vital goods they produce 
We of the CIO support the concept of parity now, as in the past. We wish our 
position to be well noted, because there has been propaganda to the contrary. 

Many farm products are now selling above parity. Notable among such 
products is beef. At the time of the 10-percent roll-back of cattle prices on May 
21, cattle were selling at about 150 percent of parity—50 percent more than 
“fair.” 

The Cattle Growers Association and its allies have marshaled all their re 
sources to fight this Office of Price Stabilization regulation. They are appearine 
before the Congress and before all those who will hear them, agitating for 
the exemption of beef prices from price stabilization. 

The OPS order of May 21 rolled back cattle prices from 150 percent of parity 
to 135 percent of parity. It is only logical to ask—if 35 percent more than 
“fair” is unfair, what in the world do the cattlemen consider to be fair? 

Even after the two roll-backs scheduled for August 1 and October 1, cattle 
prices will be about 125 percent of parity—25 percent above what has long been 
considered the just measure of a fair return. In addition, the OPS order assures 
fair profit margins to the meat packers, wholesalers, and retailers. Retail beef 
prices by October 1 should be rolled back an average of 9 cents a pound, if the 
OPS is permitted to maintain its time schedule. 

Is 25 percent more than “fair” so unfair that the Government of the United 
States and the consuming public should exclude beef from any controls at all? 

It should be noted that the average profit per head of cattle to cattle feeders 
in the Corn Belt in 1950-51, as estimated by the Department of Agriculture, was 
a record $68.54. The next best period for profits to owners of feed lots was 1946 
to 1947, after OPA price controls were killed, when profit per head of cattle 
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was $43.27. Even after the May 22 roll-back, average profits per head to Corn 
Belt feeders are estimated at $47.69. 

Certainly, any concept of equal sacrifice in the face of the Nation’s great 
peril cannot exclude a small group from the moral responsibility of accepting 
a part of the burden of sacrifice. 

We wholeheartedly support the Office of Price Stabilization’s attempt to secure 
firm and fair dollar-and-cents ceilings of beef prices. Not to control the price of 
beef would, in effect, mean no real control over the cost of living. Failure to 
control living costs can mean only that there will be no basis for an equitable 
and effective wage stabilization policy. 

The United Labor Policy Committee, representing almost all of organized 
labor, has declared itself to be firmly in support of over-all economic stabiliza- 
tion, including wage stabilization; however, wage stabilization must be con- 
sidered as but one part of the over-all program. CIO, as a responsible American 
institution, does not ask for special exemptions. It seeks mere justice and 
equity for the wage earners of America. 

An equitable wage stabilization program must be premised upon effective 
control over living costs, including beef prices. 

There can be no effective stabilization program based upon piecemeal controls. 
Equitable treatment of all groups in our society—and economic considerations— 
both demand an over-all anti-inflation program. If the cattlemen and their 
allies succeed in exempting beef prices from control, the entire price control 
program will be seriously damaged. 

To weaken or destroy the OPS beef price regulations, or to fail to enforce 
them, will wreck any possibility of the Government’s attempt which we support, 
to achieve over-all economic stability. 

We, therefore, strongly urge this committee to reject the current effort to 
exempt beef prices from control. 

The weaknesses and inadequacies of the Defense Production Act as an instru- 
ment to curb inflation are apparent. The act must be strengthened. I should 
here like to emphasize seven specific amendments which we believe to be essen- 
tial to improve the act: 


1. Subsidies to control food prices 


We propose that the act be amended to grant authority to the Government to 
use consumer subsidies when needed to control retail food prices and at the same 
time assure a fair return to the farmer. 

The Defense Production Act, as it now stands, fails to provide any effective 
method to hold down retail food prices, the major item in the cost of living. 
Under the act’s present terms, no price ceilings below parity levels can be placed 
on farm products. And the parity level—the measure of a fair return to the 
farmer—is a sliding scale. The prices of over half the food purchases of an 
average worker’s family—including grains, fruits, dairy products, and fowl— 
are now below parity. These prices cannot be controlled under the act. 

If we permit the prices of those foods that are now below parity to move 
up to parity without a cushion to protect the consumers, living costs will rise. 
Such upward pressure will touch off a chain reaction, spreading price increases 
throughout the economy and boosting farm parity levels themselves. 

The inflationary cycle will be further accelerated unless food prices are con- 
trolled. There can be no economic stability without firm controls over the cost 
of living. 

Subsidies can be used to control food prices for the consumer, while assur- 
ing fair returns to the farmer. Subsidies were used to control retail food 
prices during World War II. 

The estimated total amount spent on subsidies for foods between 1942 and 
1946 was approximately $4 billion. Since the Government was a large purchaser 
of food during those years, the Government itself gained the benefits of stabil- 
ized food prices. It is estimated that the Government gained direct benefits 
from stable food prices equal to about one-third of the total cost of the subsidy 
program. 

These subsidies saved American consumers many billions of dollars, but, 
even more important, they encouraged greater production and helped to hold 
the dangerous tempo of the inflationary cycle in check. 

An effective over-all stabilization program—including the proposed subsidy 
authority—would effectively stabilize costs to the farmers and to the worker. 
Proposals such as a yearly change in the computation of farm parity levels— 
instead of the present monthly change in parity—would become superfluous. 
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If the general price level were controlled, the parity levels of food would not 
rise and there would be no need for gimmicks to tamper with parity. A really 
stabilized economy would keep both parity levels and wage escalator clauses 
inactive; they can rise only when the general price level pushes them up. 

The grant of authority to provide consumer subsidies to hold retail food 
prices in check, while giving the farmers fair returns for their products, is a 
realistic and necessary part of an over-all stabilization program. 


2. Grade labeling and quality control 

The act, as it now stands, makes it impossible for the Office of Price Stabil- 
ization to require grade labeling of price-controlled goods. The CIO proposes 
that this restriction be eliminated. 

Under the present law, OPS cannot require that price-controlled goods be 
properly labeled with the grade of the contents—such as grade A, grade B, 
grade ©. This is of particular importance in canned goods. Grade labeling 
should be considered to be an essential means of protecting the consumer from 
hidden price increases resulting from the undetectable deterioration of the 
quality of goods. 

Another provision in the act, as it now stands, restricts the standardization 
of materials and services; it also restricts the use of price ceilings to describe 
materials or services in terms of specifications and standards. This provision 
makes it impossible for OPS to control the quality of goods under price control. 

The CIO proposes the elimination from the law of this restriction on the 
use of quality control measures. 

Here is an example of how the consumer loses out without quality control. 

A price ceiling of $83 may be placed on a certain brand shirt. You may buy 
that brand shirt for $3, but the quality of the shirt may no longer be the same— 
the material and buttons may be of poorer quality, less material may be used, 
and, as a result, it will not last as long. The result is a hidden price increase. 
The price is controlled, but not the quality. 


3. Limit high-price lines : 
The act also makes it impossible for OPS to limit the production and sale 


of high-price lines. We propose that this restriction be eliminated. 

The following is an example of how the consumer loses out without OPS 
requirement to limit high-price lines : 

Ceiling prices of $3, $4, and $5 are placed on a certain line of shirts. But 
manufacturers and retailers eliminate the production and sale of $3 and $4 
shirts. They shift their production and sale to $5 shirts because it is more 
profitable. The low-price goods are withdrawn from the market and the 
consumer faces increased living costs. The price is controlled, but you can 
no longer get the low-price shirts. 

Unless the act is amended to eliminate the restrictions on quality controls, 
and on ,the limitation of high-price lines, the consumer could well wind up 
with no other choice but the highest-price commodity at the lowest possible 
quality standard. These restrictions in the act, as it now stands, will tend 
to undermine price controls by making it legal for business to pass on hidden 
price rises to the consumer. Economic stability is hampered by these restric- 
tive measures in the act. They should be eliminated. If the cost of living is to 
be controlled effectively, OPS should have the authority to use grade label- 
ing of price-controlled goods to control the quality of such goods and to limit 
the production and sale of high-price lines. 


4. Dollar-and-cent ceiling-price controls 

The most effective type of price control is the use of general dollar-and-cent 
ceiling prices. Such controlled ceiling prices, if imposed on a community basis, 
would be easily understood by the public and could be checked by consumers 
themselves. 

Most of the present major price regulations are percentage mark-up orders that 
permit every individual seller to figure his own ceiling price on every item. Under 
these mark-up regulations, price boosts are passed on to the consumer and each 
seller has his own ceiling prices. The consumer has no way of knowing the proper 
controlled price ceiling. 

The CIO proposes that the act be amended to direct the Office of Price Stabiliza- 
tion to make every effort to use general dollar-and-cent ceiling price controls. 
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5. Enforcement of price regulations 

We propose that the act be amended to give OPS the power to license sellers 
of articles under price control and through court proceedings to suspend such 
licenses for willful violation of price-control orders. This procedure was used 
during World War II. 


6. Controls over the commodity markets 

The establishment of controls over the commodity markets is absolutely neces- 
sary as has been referred to above. The Government should be granted the 
authority to place margins on commodity market purchases as has been the case 
in the placement of margins on the stock exchanges. 


~ 


?. Elimination of the wage-price tie-in 

The elimination from the act of the wage-price tie-in provision, which we have 
also referred to in the earlier part of this testimony, is essential to a proper 
stabilization program. 

In addition, the cost of rental housing and commercial rents must be held in 
check. This action is a vitally necessary part of an over-all program to combat 
inflation. This matter has been discussed in separate testimony. 

None of us likes controls for their own sake, but they are a necessity in this 
time of grave national emergency. Despite the difficulties involved in trying to 
establish a stabilization program, we must squarely meet the needs of the hour 
and set up an over-all program to fight inflation. 

The Government of the United States is not without a background of broad 
experience in the matter of stabilizing the national economy during a period of 
war or of mobilization. After the rather successful stabilization program 
achieved in World War II, the American people had the right to expect a more 
effective set of stabilization rules than was established by the Defense Production 
Act. The Congress now has an opportunity to strengthen the act. That oppor- 
tunity should not be lost. 

None of us can foretell the future; world war IIT is an ever-present danger. It 
is beyond all doubt that America faces its most critical years. 

We must mobilize ourselves and render assistance to our allies abroad. We 
must be militarily strong and economically stable. We must not for a moment 
let down our guard against the menace of Communist aggression so long as it 
threatens the peace of the world. 

The proposed amendments to the Defense Production Act which we submit 
today are all necessary, if we are to achieve military strength and economic 
stability. 


Senator Benton. Mr. Wagner of the Canal Zone Central Labor 
Union and Metal Trades Council ¢ 


STATEMENT OF WALTER WAGNER, LEGISLATIVE REPRESENTA- 
TIVE, THE CENTRAL LABOR UNION AND METAL TRADES COUNCIL 
OF THE PANAMA CANAL ZONE 


Mr. Wacner. Mr, Chairman and members of the committee, my 
appearance here today is for the purpose of asking for exemption 
from the Wage Stabilization Act for the employees of the Panama 
Canal Zone. 

To accomplish this, we offer the following amendment: 

To the last line of section 402d(2) after “District of Columbia,” insert “The 
Canal Zone” so as to read—— 

Senator Benton. Are you speaking for all the unions in the Canal 
Zone? 

Mr. Wacner. That is right. 

Senator Carenartr. You do not want any controls? 

Mr. Waener. That is for wage stabilization. I will explain that 
in my points below. 


83762—51—pt. 3 





2206 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


To accomplish this, as I say, we offer the following amendment : 

To the last line of section 402d(2) after “District of Columbia,” insert “The 
Canal Zone” so as to read: 

“No action shall be taken under authority of this title with respect to wages, 
salaries, or other compensation which is inconsistent with the provisions of the 
Fair Labor Standards Act of 1938, as amended, or the Labor Management Rela- 
tions Act, 1947, or any other law of the United States, or of any State, the District 
of Columbia, the Canal Zone, or any Territory or youneaaion of the United States.” 

In support of that we offer the following reasons: 

Senator Scnorrret. Mr. Wagner, to clear the record at the begin 
ning of your testimony, does not this class of labor that you represent 
or refer to here get certain concessions and considerations for working 
in the Canal Zone area, and do they not have opportunities to buy 
through Government commissaries ? 

Mr. Waener. That is correct. 

Senator Scnorrrer. And that is at a very greatly reduced figure, 
compared to that at which they can buy any ‘where else? I want that 
cleared up. 

Mr. Wacner. No; that is a misapprehension. We have figures to 
show that that is not true. 

In what follows here, I bring out the fact that the Canal Zone is 
exempt from price stabilization. That was done because Congress 
instructed the Governor of the Panama Canal that henceforth he is 
to show a profit on the money invested in the Panama Canal. That 
includes the running of the ships through the canal, the sale of com 
modities through what you term low-rate stores, which are not, because 
they have to show a 214-percent profit. 

The Cuatrman. The reason you are exempt is because you are all 
Government employees ? 

Mr. Wacner. We are Government employees: yes, sir. 

The Cuarrman. I mean I hear the continual argument every year 
on the Appropriations Committee, on the subcommittee handling the 
Canal Zone appropriation, about the employment of people outside the 
United States, people who come in there from certain islands and are 
not representative of the Canal Zone. You are exempt now? 

Mr. Wacner. We are exempted on prices, but not on wages. 

The CHairman. Well, who controls your wages? The Appropria 
tions Committee does, when they set them, do they not? 

Mr. Wacner. In my testimony that I am submitting for the record, 
there is given the legal author ity as to how they set prices. 

The Cuatrman. That is the Canal Zone government that sets then. 

Senator Carenarr. Is everything you buy down there bought from 
the Government ? 

Mr. Wacener. I wouldn’t say everything, but almost everything is. 
We have the opportunity to send to the United States or to go to the 
Republic of Panama. 

Senator Carrnarr. But if you buy in a store there, it is bought 
directly from the United States Government? 

Mr. Waaner. That is correct. 

Senator Carpenart. And you work for the United States Govern 
ment, as do all the people involved in your recommendation ? 

Mr. Waener. That is correct. 

The Cuainman. Everybody is also screened as to how safe they are 
to work in the Canal Zone? The Government employees down there 
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are checked to make certain who they are? They are not allowed to 
hire anyone who is not double-checked ¢ 

Mr. Waener. That is correct. 

Senator Carenart. Are all of them civil-service employees ? 

Mr. Waener. No; they are not all civil-service employees. There 
are what is known as wage board employees, and the school teachers, 
police, and firemen have wages that are set in relation to the wages 
in Washington, D. C., and those are set by Congress. 

Senator Carenarr. In other words, your position is that the United 
States Government is now setting the wages, it is now paying you, you 
are now buying from the United States Government, and therefore 
there is no necessity for either price or wage controls ¢ 

Mr. Wacner. That iscorrect. That brings out my point very force- 
fully. 

Senator Cargenarr. Well, it sounds reasonable. 

The Cuairman. You are a Government employee and can buy from 
Government agencies. The Government sets your wages by appro- 
priation. 

Mr. Wacner. That is correct. 

Senator Benron. Why do you want to be exempted, then? 

Mr. Wacner. Certain surveys were made down there and they had 
to be cleared through the Wage Stabilization Board in order to get 
them approved. Personally, we think that this was an oversight. 
You see, the Panama Canal is not considered a territory or a posses- 
sion except in one case. As a matter of income tax, we have to pay 
as though we were a territory. That was by decision, I believe, of the 
Internal Revenue Department. 

The Cuairman. But you know a lot of the laws that are passed 
because you live here, I assume. 

Mr. Wacner. No; I live in Balboa, C. Z. I am up here on rest 
leave now. 

The CuarrMan. I mean you live there. A lot of the laws are passed 
io keep subversive elements out of Panama, and amendments par- 
ticularly to the appropriation bill were put there particularly for that 
reason. They would come in there from somewhere and would not 
even be residents. They would get someone to say they were residents 
of that community. 

Senator Scuorpret. I am still a little confused. Since you work 
for the Government, and since the House and the Senate Appropria- 
tions Committees appropriate so much money that is to be distributed 
on a basis of the number of employees you have down there, other 
than administrative procedures that you might have to run into, 
what ill effects would there actually be? 

Senator Benton. That is the question I cannot figure out, either. 

Senator ScHorpre,. Would it mean a reduction in wages? Would 
you be curtailed in your demands for increased wages! I am at a 
loss to understand. 

Mr. Waaner. At the present time there are certain surveys that 
were made. One was the power-system survey. The other was a 
survey on the railroad down there. And before those could be placed 
in effect, they had to be sent up here to go through the Wage Stabiliza- 
tion Board for clearance. 
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Senator Benton. It is just, then, to get rid of the red tape. That 
s all you are interested in. 

Mr. Waener. That is one way of putting it. 

Senator Benton. And the delay. 

Mr. Waener. That is right. 

Senator Benron. You do not think the question of your salary scale 
is involved here, then ? 

Mr. Waener. No, I do not think it would be. Because we are 
covered by law. 

Senator Benton. If it has nothing to do with your salary and it is 
nothing but red tape and delay you are trying to get rid of, I should 
think you would have a sympathetic hearing before the committee if 
you could prove your point. 

The CHatrMaN. The only statement that I have to make is that as 
far as I am concerned I certainly think you need no stabilization down 
there other than what you have now in the House and Senate Appro- 
priations Committees. But I would like to ask the Wage Stabiliza- 
tion Board if they have used these checks in connection with matters 
we may not be familiar with. 

Mr. Waener. You are referring to Senator McCarran’s amend- 
ment ? 

The Cuarmman. That is exactly what I was referring to. They may 
be using the amendment without my knowledge or your knowledge. 

Mr. Waener. It will be O. K., then, to have this placed in the 
record ? 

The CuatmMan. Your statement may, without objection, be placed 
in the record. 

Mr. Waener. As long as I have made my point, I thank you for 
the hearing. 

The Cuarrman. The only question I had in mind was whether or 
not the McCarran amendment might be affected by something that 
you would not know of and we would not know of. 

Mr. Waener. Thank you, Mr. Chairman. 

(The prepared statement of Mr. Wagner follows :) 


STATEMENT OF WALTER WAGNER, LEGISLATIVE REPRESENTATIVE, THE CENTRAI 
LABOR UNION AND Metra TRADES COUNCIL OF THE PANAMA CANAL ZONI 


Mr. Chairman and members of the committee, my name is Walter Wagner 
I am the legislative representative of the Canal Zone Central Labor Union and 
Metal Trades Council. 

These organizations are made up of 30 member unions, all affiliated with th: 
American Federation of Labor. The membership of these unions are the United 
States citizens employed by the Army, Navy, Air Force, the Panama Railroad 
Company, and the Panama Canal government, who operate and maintain the in 
stallations on the Canal Zone. 

My appearance before this body is to submit our reasons for asking that we, of 
the Canal Zone, be exempt from the wage stabilization of the Defense Pro 
duction Act. To accomplish this, we submit the following amendment: 

“To the last line of section 402d (2) after ‘District of Columbia,’ insert 
‘the Canal Zone’ so as to read: 

“No action shall be taken under authority of this title with respect to wages, 
salaries, or other compensation which is inconsistent with the provisions of the 
Fair Labor Standards Act of 1938, as amended, or the Labor-Management Kk 
lations Act, 1947, or any other law of the United States, or of any State, the 
District of Columbia, the Canal Zone, or any Territory or possession of the 
United States.” 

We offer the following reasons: 
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1. Since the Canal Zone is exempt from price stabilization, it is only proper 
that it be exempt from wage stabilization. 

2. Our wages are already controlled by laws established by Congress. 

3. Wages in the Canal Zone are derived from (frozen) wages paid for com- 
parable positions in Government agencies in the United States. 

The following is a list of the various methods used to establish rates of pay 
for United States employees on the Panama Canal Zone and also the legal 
authority for same. 


The Panama Canal Act 

(37 Stat. 560, 569) now section 81, chapter 6, title 2, of the Canal Code 
reads, in part: 

“* * * and the compensation of such persons shall be fixed by the Presi- 
dent, or by his authority, until such time as Congress may by law regulate the 
same, but salaries or compensation fixed hereunder by the President shall in 
no instance exceed by more than 25 percent the salary or compensation paid for 
the same or similar services to persons employed by the Government in the 
continental United States.” 


Civil functions appropriations acts 

Section 102, entitled “General Provisions” under the Panama Canal, we find: 

“* * * (5) that all citizens of Panama and the United States rendering 
skilled, technical, clerical, administrative, executive, or supervisory service on 
the Canal Zone under the terms of this chapter (a) shall normally be employed 
not more than 40 hours per week, (b) may receive as compensation equal rates 
of pay based upon rates paid for similar employment in the continental United 
States plus 25 percent; (6) this entire section shall apply only to persons em- 
ployed in skilled, technical, clerical, administrative, executive, or supervisory 
positions on the Canal Zone directly or indirectly by any branch of the United 
States Government or by any corporation or company whose stock is owned 
wholly or in part by the United States Government; * * *.” 

Law of July 16, 1862 

“The rates of wages of the employees in the navy yards shall conform, as nearly 
as is consistent with public interest, with those of private establishments in the 
immediate vicinity of the respective yards, to be determined by the commandants 
of the navy yards, subject to approval and revision of the Secretary of the 
Navy.” 

Classfication Act of i94& 

Section 202 reads, in part: “* * * this Act (except title XII) shall not 
apply to (21) teachers, school officers, and members of the Police and Fire Depart- 
ments of the Panama Canal whose rates of compensation are fixed by the Gov- 
ernor of the Panama Canal with reference to the rates of compensation for similar 
positions in the municipal government of the District of Columbia: * * *” 

The employees of the Canal Zone are broken down into the following groups 
for the purpose of establishing their rates of pay: 

Classified employees 

These rates are set by Congress under Classification Act of 1923, as amended. 

School teachers, police, and firemen 


These rates are set by the Governor in reference to similar positions in the 
District of Columbia, which are set by acts of Congress. 


Printing crafts 


The Governor sets these rates, based on rates paid in the Government Printing 
Office in Washington, which is under the Kiess Act. 


Railroad group* 

The Governor sets these wages, based on statistics supplied by the Inter- 
state Commerce Commission for United States railroads. 
Floating equipment group 

The Governor sets these rates, based on wages paid for like positions in the 
Corps of Engineers, which are based on wages in adjacent territories in the 
United States. 
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Electric power system 

The Governor sets wage rates, based on similar positions in the Corps of Engi 
neers, Bureau of Reclamation, and the Tennessee Valley Authority. 
Post-office group 

The Governor sets these wage rates, based on similar positions in the Federa| 
post offices in the United States, whose wages are set by Congress. 
Basic crafts 

(Other than the above) the Governor sets wage rates for these, based on an 
average of all (9) United States naval shipyards, whose wages are set by thy 
Secretary of the Navy under the law of 1862. 

Furthermore, due to the time required for assembling data, wages for the Cana! 
Zone employees always lag considerably behind those in Government establish 
ments in the United States, and as the latter also lag behind wages in privat: 
industry the total lag for the employees in the Canal Zone is doubled. 

I thank you for the opportunity of appearing here in order that we may express 
our views. 

The Cuatrman. Mr. Ward, will you come up, sir/ Will you pro 
ceed in your own way / 


STATEMENT OF G. L. WARD, S. H. KRESS CO., APPEARING AS 
REPRESENTATIVE OF NATIONAL RETAIL DRY GOODS ASSOCIA- 
TION AND LIMITED PRICE VARIETY STORES ASSOCIATION 


Mr. Warp. My name is G. L. Ward. I am associated with the 
S. H. Kress Co., operator of limited price variety stores in 29 States 
and Hawaii, and I am appearing today as the representative of the 
National Retail Dry Goods Association and the Limited Price Va 
riety Stores Association. NRDGA is a voluntary association of de 


partment and specialty stores numbering more than 7,500. Mem 
bership of the LPVSA numbers more than 7,300 stores. Every State 
is represented in membership of both organizations. 

Senator Bricker. Is the Limited Price Variety Stores Association 
the group that they used to call the 10-cent stores, that have now 
gone up to 75 cents or a dollar? 

Mr. Warp. Yes, sir. 

It isa privilege to appear before this committee to discuss inflation, 
particularly with regard to its impact upon the retailer. Naturally, 
all elements in our economy suffer during a period of inflation, but 
we believe, sincerely, that the retailer, serving as ne does between the 
producer and the consumer, suffers to a greater degree. We are truly 
the middleman—the first to be criticized for high prices, and yet hav 
ing no control over the cost of the merchandise for which we are the 
consumers’ purchasing agent. Hence, retailers fear inflation and are 
anxious and willing to participate with the Government in curbing 
the upward trend of prices that has occurred since World War II. 
We are fearful that consumers’ real interests will be overlooked. If 
we are to have effective price control it must be so designed as to pre 
vent artificial shortages, poor quality merchandise and unbalanced 
stocks. Present price control is not so designed. 

A great economist has made this statement : 

All that good government can do to improve the materiad well-being of th« 
people is to establish and to preserve an institutional order in which there ars 
no obstacles to the progressing accumulation of new capital, required for the 
improvement of technological methods of production. ‘This is what capitalisin 
did achieve in the past and will achieve in the future, too, if not sabotaged by 
a bad policy. 
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Our whole economy is at present jeopardized by some bad policies. 

We all concede that more production is part of the answer to in- 
flation. New capital required for increased production must be saved 
by someone to provide jobs. The amount of capital required to pro- 
vide each job has been estimated at an approximate average of $12,000 
per employe. The American people are the savers who provide this 
capital. They are the owners of our public corporations. These i- 
dividuals who provide the capital must have an incentive to save 0. 
else they will spend instead. When they spend instead of saving 
they add fuel to inflation caused primarily by an overexpansion of 
money by the Government. 

Since 1939 our money in circulation has expanded four times, our 
production only twice. The difference shows in liigher prices or in- 
flation. 

Prolits are the life blood of business. They are as essential to busi- 
ness as wages are to employees. 

The hope of profit is the incentive to save, yet many interests are 
highly critical of profits. This criticism overlooks the fact that our 
economic system has, and still does, depend on incentive and competi- 
tion for its great degree of success, which has resulted in the highest 
standard of living ever known on earth. Profit is the incentive for 
savers, competition guarantees that profits will not be too high, compe- 
tion is the best enforcement agency available. We believe the 85 
percent profit standard as outlined by Mr. Johnston to Mr. DiSalle has 
no place in price control. 

The Cuaimman. That is profit control rather than price stabi- 
lization. 

Senator Bricker. This is if they are over 85 percent of a so-called 
base income ¢ 

Mr. Warp. If they are above 85 percent of what they were making 
in the previous period. 

The Cuarrman. But not an individual company ? 

Mr. Warp. Yes; this is by industry-wide treatment. 

The Cuaimman. That is what I mean. Industry-wide some might 
not be making that much. 

Mr. Warp. That is right. 

Senator Bricker. That is the formula on which the 85 percent 
was based. 

The Cuarrman. The only thing that I wanted to bring out was 
that one might be making 95 percent and another might be making 
10 percent, but the law will apply to both alike. 

Senator Bricker. If the industry was above the 85 percent excess- 
profits level. 

Mr. Warp. That is right. 

In this period of a so-called garrison economy, which is something 
short of all-out war, and yet far from peacetime, retailers realize the 
threat to our economy more than anyone. We too are the victims of 
inflation—not its creator. 

We are not opposed to price controls as one means of controlling 
ary ion, but we have the following reservations: 

. Controls should be realistic and practical. Prices, for example, 
igh not be fixed below current costs. To do so would drive goods 
so controlled from the regular markets. 
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2. Controls should be temporary. Congress should make sure that 
they are temporary. They should be subject to frequent review, not 
only as to their operation and effects, but also as to their need. In no 
case should they be extended for more than 1 year. 

No controls that will decrease production, reduce quality stand- 
ar Ch create black-markets, or eliminate low and consumer goods. 

Senator Bricker. Is that possible? 

Mr. Warp. I think what I am driving at here, Senator Bricker, is 
that some of the controls act negatively in this respect. In other 
words, controls are issued that do create short: ages, do create quality 
deterioration, and do create black markets, and eliminate the very 
eoods that the price controls are designed to assure for the low- 
income groups. 

Senator Bricker. Of course, if the controls did not decrease produc- 
tion, especially in some lines, there would be no necessity for them. 

Mr. Warp. That is correct. 

4. No controls that will not allow a fair margin for profits. 

No controls that are not a practical means to the end of curbing 
inflation. 

A correct and simple formula was given to us by Bernard Baruch 
after the end of World War II in 1945. He stated: 

1. Increase production. 

2. Stop increasing the money supply. 

3. Stop bunking the public by saying that wage increases can be granted with- 
out increases in price levels. 

4. Allow profit but not profiteering. 

5. Avoid favoritism to any one group. 


Every businessman in America, particularly the small independent 


and every consumer, is not only alarmed, but confused over the events 
that have transpired during these past several months with regard 
to the Government’s attempt to control inflation. We believe it to be 
an irrefutable fact that inflation has not been controlled and will not 
be controlled if present methods alone are utilized. Prices are not a 
cause of inflation—they are an effect. Ih our opinion, it is utterly 
useless to bind up the Nation’s economy with price controls alone in 
the thought that inflation is to be stemmed in this fashion. We think 
Congress acted in a sound manner in many ways in passing the De- 
fense Production Act of 1950. We further believe that it was ex- 
pected that the Government’s efforts to curb inflation would be im- 
plemented primarily by indirect controls. However, this has not been 
done and confusion reigns throughout the whole business world. 

Senator Bricker. They are moving in now. 

Mr. Warp. They are. The Federal Reserve Board has made some 
preliminary moves. But there are so many other factors, Senator 
Bricker, that need to be considered. 

Senator Bricker. Well, we are already feeling the effect of that. 

The Cuarrman. That is right. We had Mr. Baruch here last year, 
as you know, as a witness, for quite some time, and we wrote a law. 
We are beginning to move now. 

Mr. Warp. Well, we are a little bit late, Mr. Chairman, with the in- 
direct controls, that we think are so much more important than the 
controls that were applied, such as price and wage controls, credit 
controls. 
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The inflation spiral will continue to move upward, whether there 
are price controls or not, so long as the fundamental causes for infla- 
tion continue to operate. One of the main causes of inflation, as every- 
one knows, is excessive Government expenditures. Military require- 
ments must be met. The success of our arms is essential to the security 
of our Nation. Greatly expanded purchases for military needs are, 
of course, inflationary. This is inevitable. But for the period of the 
military emergency there is not the slightest excuse for not making 
substantial reductions in nonmilitary expenditures. Retailers, in com 
mon with all other branches of our economy, look to Congress to effect 
sharp reductions in civilian expenditures for the period of the emer- 
gency. Such reductions will reduce the inflationary effects of over- 
all Government expenditures. 

Inflation will continue to grow until Congress places the Nation 
upon a tax program that will insure real, not bookkeeping, budget 
balancing. 

The Cuairman. I am not going to to differ with you, but everybody 
comes up here and tells us about that. It is the same w: ay with ex- 
penditures. The chamber of commerce comes in here wanting to cut 
out everything. But when we have some project, the development of 
a harbor, or something, they send me telegrams as a member of the 
Appropriations Committee e »xplaining how much the project is needed. 
It is so hard to know what is essential and what is not essential. 

Mr. Warp. Well, I think there are some things that could be done. 
For instance, just to digress a little bit from the testimony, I picked 
up something here that impressed me quite a lot. 

The Cuarrman. I am not here to say that there is not extravagance 
in Government. Do not misunderstand me. Everybody knows there 
is waste and extravagance. 

Mr. Warp. For instance, just take six departments of the Govern- 
ment. In these figures, the first figure in each case is the expenditure 
for the department in 1940, and the second figure is for the expendi- 
ture for the department in 1950: 

The Department of Commerce, $75 million and $863 million; the 
Department of Interior, $71 million and $568 million; the Department 
of Labor, $18 million and $257 million; the ann nt of Justice, 

$50 million and $131 million; the State Department, $20 million and 
$361 million; Independent Offices, $3,269,000,000 as against $9 billion. 

The Cuarrman. As to the latter one, I am chairman of the Appro- 
priations subcommittee handling that. I was just going to say as to 
the latter one, which I know from A to Z, you must remember that 
you have the veterans hospitals in there and the wounded and sick 
from World War II. You have the atomic energy expenditures, and 
they come to more than the original amount. Senator Bricker is on 
the Atomic Energy Committee and knows about that. ‘There is where 
the main money comes. 

Senator Bricker. That was not in at all in 1940, of course. 

The Cuairman. But the veterans of the Korean war have just come 
in now. 

Senator Bricker.- What was that first one? 

Mr. Warp. I believe it was Commerce. The Department of Com- 
merce, $75 million, and now it is $863 million. That is 10 years. 
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The CuarrmMan. There are now export controls and import controls, 
and there has been the opening up of offices. You wanted one in 
Cincinnati, if I may say so. I tried to cut down the number of offices 
this year with the full committee. We did not get anywhere. 

Senator Carruarr. Well, let us have the courage to cut them all 
down. 

The CHairrMan. I was not complaining about what you said, Mr. 
Ward. I was just saying that so many business people feel that 
way about it. You take my own home town, for instance, and you 
will see how many business people approve of that, and it is the same 
thing with Ohio and with the expanding department of Commerce 
work with the National Production Act. All the certificates of ne 
cessity, for instance, come under the Department of Commerce. 

Mr. Warp. I may be naive, Mr. Chairman, but this is what we be 
lieve, and me particularly. 

The CHamman. I am just trying to see the light. I know you be 
lieve that, but it is not practical. 

Mr. Warp. Well, shall I continue with the rest of this, Mr. Chair 
man ¢ 

The Cuairrman. Yes. 

Mr. Warp. Inflation will continue to take its toll until fiscal and 
monetary policies are adopted that will neutralize the Federal debt. 

Inflation will continue to debauch our currency unless bank credit 
is strictly controlled, and savings on the part of the individual are 
stimulated. Today, people are scrambling to spend money in the 
belief that it will be worth less tomorrow. 

At the present time, we are attempting to control prices without 
controlling the elements that make up prices. In other words, we 
have gone to the extreme end of our economic system, and have at 
tempted to work backward by trying to control inflation through the 
back door. 

We believe it was the intent of Congress to control prices and 
Wages simultaneously. However, into the Defense Production Act 
was inserted one word, “stabilization,” which the control agencies 
have interpreted rather loosely. They pretend to do something which 
cannot be accomplished during an emergency—namely, to maintain 
the employee's purchasing power. Their application merely results 
in the creation of new inequities. This situation, of course, if con 
tinued, can only cause the most serious conflicts within our economi: 
system. 

Retailers endorse and support the all-inclusive definition of 
aries and wages as set forth in the Defense Production Act of 1950 
They believe that a wi age stabilization program should apply to fringe 
benefits as well as to wages and salaries directly earned and paid. 

A second point that we believe must be corrected by congressional 
action deals with the so-called cost-absorption principle which ap 
peared during OPA days, and is now coming back to haunt us unde: 
OPS. Under title IV of the Defense Production Act, the Congress 


very clearly stated that ceilings “will be generally fair and equitable 


to sellers and buyers.” The principle of cost absorption is direct]\ 
In Opposition to congressional intent for it says simply that an in 
crease in price can be granted at one level of our economy, and thie 
next level forced to absorb that increase. 
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As a case in point, supplementary regulation 11, issued on March 
13 and revised on May 5, provides that manufacturers are granted 
a 15-percent increase in the sales price of their merchandise. At the 
same time, however, in complete violation of the Defense Production 
Act, a reduction of 3.3 percent in mark-up was ordered at the retail 
level. I cannot believe that the Congress intended any such interpre- 

tation, any more than under wage controls one would permit an in- 
crease in Salary to worker Jones and provide for the amount of the 
increase to be taken out of the envelope of worker Smith. Whether it 
is cost absorption of the new popular “pass through” principle which 
provides that increases granted at a prior level must be passed through 
in dollars-and-cents fashion and not subject to the historic competi- 
tive mark-up, the principle is unsound and unfair. 

To make price controls work, the fullest cooperation between the 
pricing agency and the retailer, who must make the regulations work, 
is of paramount importance. We were not consulted on the above- 
mentioned floor covering order. We believe any new act should be 
amended to guarantee consultation with all business groups affected 
by a pricing order. To date, no retail advisory committee to OPS has 
been appointed in spite of frequent requests. In fact, for the last 5 
months, we have been on their tail. 

The Cuatrman. Did not Mr. Johnston say that on the radio yes- 
terday? Iam not questioning you. Do not misunderstand me. But 
we have had that up time and time again. Because that was one pur- 
pose that we had in the law. It was so that they would not make the 
mistakes they made in the OPA law; so that the advisory council would 
be appointed and consulted before any regulations were written. 

Mr. Warp. Well, it was my experience during the OPA days—that 
was my job with my company for 5 years—that you could get abso- 
lutely no satisfaction from the agencies. 

The Cuarman. I think, even further than that, some staff member 
of the Joint Committee on Defense Production, on this Defense Pro- 
duction Act, if it is renewed, should be required to sit in, so that we 
can find out. 

Mr. Warp. In other words, find out about these things before the 
damage is done. 

The Defense Production Act of 1950 provides for a prohibition of 
“highest price line” type of regulation. We believe this prohibition 
should be a part of any new act. 

Senator Bricker. That was inserted in the act to protect people so 
that they would not have to go out of the price field. Has it worked 
out that way so far? 

Mr. Warp. Yes. 

Senator Bricker. Have you any reason to feel that it will not con- 
tinue to do so? 

Mr. Warp. No, sir. 

Senator Bricker. We had experience during the war that people 
were forced out of the low-cost type of production. 

Mr. Warp. So that somebody that was making children’s pants and 
shirts went into making electric irons and got an approved price for 
the electric iron at a higher price than the conventional manufacturer 
could get. In other words, all of these things disjoint the economy. 
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Senator Bricker. It is not entirely clear, but that is exactly the 
reason that that was put in the law. I would like to follow it up if we 
can to find out whether it has worked in that way. We were very 
much interested in it at the time, and it was a little bit hazy as to just 
how it would work out and how to protect the lower line. But we were 
advised that it would work. 

Mr. Warp. I think it will. 

I think the next subject I will take up is of greater importance than 
the highest price line. That was brought up this afternoon, and ii 
is rather a coincidence that I use the same example that was used 
here—shirts. But I will show you how it works the other way. 

During the Senate debate on the present act, Senator Kem, of 
Missouri, introduced an amendment which would have prohibited the 
issuance of maximum-average-price type of orders. Unfortunately, 
the amendment was defeated. We believe it highly important, if sup 
plies of needed merchandise are to continue to flow, that this type of 
order be banned. MAP, as it is popularly known, said in effect that a 
manufacturer had to produce and deliver merchandise at the same 
prices and in the same quantities as in a base period. As an example, 
a shirt manufacturer making $2, $4, and $6 shirts, and delivering a 
thousand dozen of each in a base period had to maintain the same 
ratio, pricewise and deliverywise, under OPA regulations. Obviously, 
no one could control the availability of m: aterials, or guarantee prices 
in the emergency period. Hence, we discovered many manufacturers 
who had bulging warehouses of one or two price lines of needed mer- 
chandise they could not ship to us because one item in their line was not 
available. 

‘The statement was made this afternoon that retailers would auto 
matically go into the higher price lines. Well, actually, it doesn’t 
necessarily follow that they will make more money out of the higher 
price lines, and it doesn’t follow that a retailer will always be look 

ing at the best profit items. We stock many items where the profit is 

very low. Why? We have to get customers in our stores. Ours is a 
traffic business. Not only that, but regardless of some of the remarks 
that were made, I think that you will find that retailers have pretty 
sound ethics. Different types of retailers are specialists in different 
types of merchandise. 

SenatorBricker. Has there been such an order issued by OPS as 
OPA did issue? 

Mr. Warp. Not vet. But we are scared to death they will. Not until 
there are shortages, you see. 

Senator Bricker. Do you know whether they are working on such 
an order / 

Mr. Warp. No. 

Senator Bricker. You have not been consulted ? 

Mr. Warp. I don’t know what you mean by “consulted.” We can 
ask, and they say “No.” But we have had that same thing happen 
where we would ask, “Is this going to be done?” We would come to 
Washington and have a meeting and say, “Is this contemplated /” 
And on the way back on the airplane we would find they did what 
they said they weren’t going to do. 

Senator Bricker. Maybe they did not know what they were going 
to do. 
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Mr. Warp. We hope that the Congress will write that into the act. 

We sincerely hope that Congress will bar this type of order if a new 
act is written. 

We believe that Congress should legislate, if a new bill is written, 
against using profit control as a method of controlling prices. 

Senator Bricker. We tried to do that. 

Mr. Warp. I will skip over that. You are familiar with that. 

The Cuamman. We are going to have a special session here on 
Wednesday, with a witness from the bar association reporting about 
what these industry committees have done and what the Government 
agencies have done to bring them in according to law. 

Senator Bricker. They have a committee on enforcement working 
on that. Is that the District bar, or the American bar / 

Mr. Warp. The American bar. 

Senator Bricker. | know they had a committee appointed. 

Mr. Warp. On this question that came up here this afternoon, too, 
the matter of licensing, we take a diametrically opposed position. 

Senator Bricker. Licensing everybody ¢ 

Mr. Warp. Yes. 

Senator Bricker. You can forget about that. I can only speak for 
myself, of course. 

Mr. Warp. Well, it is the equivalent of conviction before trial, in 
my opinion. 

Senator Bricker. Not only that, but the ones who get it are the 
ones who have not got able and competent accountants, “lawyers, and 
so forth and so on, to tell them what the law is. As you say, they 
change the law while you are going to the airport. In the last war, 
most of the cases the OPA made out against people, where they w ould 
have taken their license away from them, were smaller business firms 
throughout the country that did not have the money to keep up with 
it. I can only speak for myself, and my own experience with that. 

Mr. Warp. I have always been suspicious of giving inordinate 
powers to an individual or a group of individuals to use at their dis- 
cretion. Because these controllers tend to get very chummy with the 
planners. And the first thing you know, they come out with some- 
thing that convicts you before you have been tried. In their judg- 
ment, you are wrong, you see. 

Senator Bricker. 1 am not going to vote for that, myself. 

Furthermore, I am opposed to giving discretion to anybody to put 
one man out of business and let another man stay in, who might be 
guilty of the same kind of thing. 

Mr. Warp. In this matter of enforcement, I traveled all through 
the OPA days, and there isn’t a store that you couldn’t go into if 
you wanted to look and find violations, and find them. I don’t mean 
somebody is trying to chisel, but with 20,000 items in a store, with 
clerks working at it, changing prices from bin tickets to counter 

cards, just in the normal procedure of copying a whole list of figures, 
anybody could make a mistake. And it isdone. That is why we went 
out and checked prices to make sure they were keeping them right. 

We want to make our position crystal clear. We are for controlling 
inflation. We believe that there are effective and ineffective methods 
to do the job. We believe that the least effective methods have been 
used first under the Defense Production Act. Although Congress 
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cannot administer a broad defense program neither can it, in ow 

opinion, give carte blanche authority to the control agencies. For 
that reason, we believe that the “watchdog” committee, created las‘ 
year, should be continued, and if necessary a special subcommitte: 
established to keep a close watch on the control agencies to insur 
that the full intent of Congress is carried out, and that America: 
business does not become so tied up with controls that it will lose its 
ability to divest itself of those controls one or two years hence. 

The Cuarrman. That has got to be tightened up, to my way of 
thinking. 

Senator Bricker. I feel the same way about it. Because we cannot 
hold continuing hearings. 

The CuairMan. No; but we could have staff members attend thos: 
meetings and be brief on what is happening, from both sides. 

Mr. Warp. I have been concerned about the habit of people talking 
about controls for 2 and 3 years. This next part of the testimony 
takes that up. 

History tells us that the longer a controlled economy remains i) 
effect, the harder it is to get rid of it, and it could easily happen that 
those who believe in state control as a permanent proposition coul| 
gain their ends under the guise of war emergency, and that we could 
lose our traditional free-enterprise system without a shot being fired. 
Chief Justice Hughes said, “The Constitution was adopted in a period 
of grace emergency. Its grants of power to the Federal Government 
and its limitations of the powers of the States were determined 
the light of emergency and are not altered by emergency. 

While the threat of war is a serious matter—we shouldn't get so 
excited on the purely economic front as to knock ourselves out or put 
ourselves in unnecessary strait-jackets. We can help ourselves to 
be calm by realizing that now the inventories of consumer goods are 
very high in wholesale and retail stocks, in the houses and in th 

garages ‘of consumers, and also back up the pipeline toward the source 
T here will not be as much forward buying as in the past 9 months at 
raw or finished stages, and there is also likely to be less put into the 
pipeline for some time than is coming out during this shaking down 
of inventories to a more normal level. 

Controls or no controls, it is manifestly impossible for any retailer 
to long operate at an excessive mark-up and profit—competition 
swiftly takes care of that. It is equally impossible for retailers to 
operate indefinitely under margin requirements which do not take into 
consideration the tremendous changes which retailing has undergone 
since 1942, largely for the benefit of employees. 

We are seriously concerned over the direction in which the pricing 
agency is moving. Retailers have, from the beginning, endeavored 
to cooperate with the Office of Price Stabilization, for we know that 
only through this spirit of cooperation can price controls work. How 
ever, we Were at a loss to understond why, when the first margin-type 
regulation was issued, CPR 7, in the statement of considerations it was 
stated that the order would cover stores whose mark-up totaled in 
the aggregate some 40 billions of dollars. We believe this statement 
to be pure ely gratuitous, unnecessary, and without meaning except to 

vate the impression that retailers were enjoying an unreasonable 
profit from their operations which is not the case. 
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It would have been a fair statement to add that of that $40 billions, 
more than $36 billion was expended by the retailer for normal expenses 
such as cost of merchandise, labor, rent, heat, light, power, transporta- 
tion, and other expenses. 

Senator Bricker. Does $36 billion cover taxes ? 

Mr. Warp. Yes, sir. 

Then again, when orders were issued covering branded lines—that 
is, lines with retail prices fixed at the manufacturing level—the agency 
listed not only the retailer’s price, but also his cost. Now, that spread 
the public doesn’t understand includes all these things I have men- 
tioned earlier, the cost of the merchandise and all other things that 
go into a retail operation. Things like this make retailers confused 
and suspicious. 

Retailers will work to the utmost to make price controls work, but 
they believe that price controls alone are useless unless other means 
of controlling inflation are used. You simply cannot control floods 
of inflation or floods of water by putting a dam in the lower reaches 
of the stream. You must go to the source. For that reason we would 
urge that speed be used to set in motion the orthodox methods of 
controlling inflation. Price control can be a part of inflation control, 
but it cannot do the job alone. 

We cannot get increased production through increased restriction 
of our economy. History shows that men can do practically nothing 
about economic laws. After all, we do not make them, we merely 
discover them, as we do physical laws. We can no more effect price 
or inflation controls by passing laws and setting up enforcement 
agencies than we can oblige the moon to circle the earth at 100,00U 
miles instead of 240,000 miles an hour by decreeing that it do so 
and setting up an agency of scientists to force the moon to obey the 
edict. Price controls will work only when natural economic laws 
permit them to work. 

In summary: Retailers recognize the serious character of the 
_—— inflationary problem. 

. We are not opposed to price control as one of the means of deal- 
ing with this problem, but we repeat the position we have taken 
earlier that price control is only one of the means of attack on the 
problem of inflation, and that there are other more important ap- 
proaches which need to be developed more fully than they have been 
thus far. 

2. We believe it most important that the Federal Government 
should deal with the problem of money supply by appropriate fiscal 
measures relating to the interest rate and the Federal Reserve policies 
of credit control. Since inflation results primarily from the increased 
spending made possible by the sharp advance in the supply of money 
it is most important to apply controls at this point. 

3. At the same time a sound taxation program is needed. 

4. Equally important, a savings program Is essential to hold spend- 
ing in check, 

5. Other important approaches to the inflationary problem lie in 
the reduction in the nondefense expenditures of Government at the 
National, State, and local levels, and also in the elimination of unnec- 
essary and duplicate Government purchases. 
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In all of these measures it is important that emphasis be on 
aiding and augmenting production and that all obstacles to needed 
eo be removed. 

It is particularly to be emphasized that an all-around approach 
to ‘the problem of inflation control necessitates creating a state of 
mind conducive to a high level of saving. People will save when they 
have confidence that the Government is taking all appropriate meas- 
ures to maintain the value of the dollar. 

As part of this entire anti-inflation. program price controls have 
been adjudged to be necessary. We wish to reiterate our position that 
price controls alone cannot possibly curb inflation. If price controls 
are needed corollary action should be taken with respect to wages, 
raw materials, transportation and other elements of cost. Wage sta- 
bilization and the stabilization of raw-material prices must go hand 
in hand with controls at the retail level. 

The Cuarmman. Mr. Ward, I want to congratulate you on your 
statement. 

Mr. Warp. Thank you, sir. 

The Cuairman. I do hope that we will, in the law that will be writ- 
ten next week, clear up some of these inconsistencies and the other 
matters you have alluded to. 

Did you have anything, Senator ? 

Senator Bricker, Nothing except the most confusing thing, which 
deals with the question we spoke of awhile ago, on your maximum 
average prices and your low cost sales. 

Mr. Warp. I think with the proper investigation, Senator Bricker, 
it can be demonstrated pretty conclusively—I mean, I am convinced 
of it—that the very thing they do with the maximum average price 
regulation, or the thing they tried to do with it, would be doing just 
the opposite. They drive the merchandise that is needed by the low- 
income people out of the market. 

Senator Bricker. That is what we are trying to prevent, certainly. 
And I could not help but think this morning when the representatives 
of the CLO were talking whether it was not against the interests of 
the low-income groups. And yet it is not clear enough in my mind to 
prove it. 

Mr. Warp. Well, their assumption that retailers are going to do 
everything they can just for the sake of making a dollar is completely 
wrong. We expect to be in business after this emergency is over and, 
believe me, people don’t forget what you did to them. So we try. from 
a public -relations sti indpoint, to treat people fairly. We do every- 
thing we can to get what they need. 

Senator Bricker. We tried in this bill also to cause the least dis- 
turbance possible to ordinary business practices in the retail trade as 
well as in manufacturing industry. 

Mr. Warp. I think that was indicated in the Defense Production 
Act of 1950. 

Senator Bricker. That is what I mean. 

Mr. Warp. But they get away from the intent of Congress with 
these cockeyed regulations they put out, and some of the same crowd 
that were there in OPA d: avs are back here again. 

Senator Bricker. When they put out a 25- or 30-page regulation 
on the manufacturers of this country, the small fellow with 20 to 100 
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employees cannot understand it and cannot apply it if he does under- 
stand it. 

Mr. Warp. I would like to give you a little run-down on what this 
means, particularly to the little guy, the small retailer. And I think 
I can illustrate that to you by telling you about the first retail regula- 
tion, CPR 7, which was issued. 

In our office, where we have highly trained men who have been 
through all the merchandising procedures, from stock boys right on 
up to vice presidents in ¢ harge ¢ of merchandise, men of that type ‘had to 
sit down for 3 weeks to take a regulation with 25,000 words in it 
and get it down to 6 pages so that our managers could go to 
work with their sample supervisor, the floor girls, and read something 
that they could follow, that they could study. 

When we got this job all done, we found that with the forms we 
had to send out, it weighed 6 pounds. Now, with the number of 
stores we have, 259 stores, that is about three-quarters of a ton, you 
see. So we had to get a truck to come over to take the stuff to the 
post office. It cost over a thousand dollars to mail it. But the 
thing that cost the money is in the store operation. Now, those 
managers with their employees worked, I would say, an average of 6 
weeks. Because we did not know we were going to get the extension. 
And I happen to have had the experience back under OPA in 
setting up charts on Maximum Price Regulation 580. I remember the 
first place I did it was in Jacksonville, Fla. We had a meeting down 
there, and this fellow hadn’t been able to get his chart done, so half a 
dozen of us went down there. We started working at 6 o'clock in 
the morning and, with six experts working on it, we didn’t get 
through until 11 o'clock that night, just lining the thing up for him. 
He had to fill the thing in. And then, finally, we had to write the 
thing in a neat form. It is a terriffe job. Now, you take a small 
retailer, maybe a family operation, or maybe a man who has up to 
five employees. He has to work nights, Sundays, holidays. 
everything else, getting this thing ready. It is a terrific 
terrific expense. 

Senator Bricker. And then he does not know whether 
complying or not. 

Mr. Warp. As a matter of fact, the OPA cost my company over 
half a million dollars in 2 years in time expended and materials 
used. 

Senator Bricker. Which might have gone into production or into 
wages. 

The CuHatrman. Thank you, Mr. Ward. 

There is one thing I want to put in the record, which I want the 
staff to do. Mr. Ruttenberg testified here today, and I was sorry I 
had to leave. I had a couple of long-distance calls. This is as to 
the margin of profit made by gamblers in the New York Stock 
Exchange or Chicago. And I think this committee is as much 
against gamblers as any committee, including the Kefauver committee. 
| want the staff to find out where he got those figures from, and 
how he knew they were gamblers. Because I have had a fellow make 
fifty or a hundred thousand dollars a day and: be washed out in a 
week, ending up with a $5,000 differential in a big transaction. + I 
want to know who the camblers are. And I want to see if 
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ask the Chicago Board of Trade or the New York Cotton Exchange 
who the g: amblers are. 

Mr. Wano. It is not in my field, Mr. Chairman, but I did work in 
Wall Street when I first got out of school. And my reaction to that 
is this. 

Sure, the margin requirements on stocks were lifted, but there you 
get delivery the next day. 

The Cuamman. Certainly. 

Mr. Warp. Now, to me criticism of-he margins on commodity ex 
— is as ridiculous as criticizing a man who wants to buy a 

Cadillac and knows he cannot get delivery for 6 months. He does 
not pay the dealer $4,000 for the Cadillac! He puts a deposit there 
of a hundred dollars to show good faith. These men dealing in com- 
modity exchanges are dealing with something in the future. They 
are taking all the risk. They don’t know if the ¢ rop will be grown, 
even. 

The Crramman. That is the reason why you can buy 38-cent cotton 
in New York today, and they are selling the goods on the basis of 
that, because somebody in New York will sell it at that price. They 
might lose money. TI can understand the confusion that existed 
around here when we st: ited these hearings on parity. 

I am thankful to say today that Mr. Walter Reuther came out for 
parity. 

There is the same confusion in the minds of the people about these 
terrible gamblers. And God knows, if there are any, they ought to 
be stopped. But there are so many legitimate transactions where a 
fellow will make a hundred thousand dollars or lose a hundred thou- 
sand dollars against a future transaction, which, when you come to 
the actual gaining or losing, means he is only protecting himself and 
does not make anything. That is what I want to try to get over 
I want the names of those people, and if we cannot find out, I am 
going to ask the New York Cotton Exchange and the Chicago Board 
of Trade to give me a list of the big gamblers. If there are such big 
gamblers, I am surprised that the Kefauver committee has not gotten 
them. 

We will recess until 10:30 tomorrow morning. 

(Whereupon, at 5:25 p. m., the hearing recessed until 10:30 a. m. 
Tuesday, June 5, 1951.) 
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TUESDAY, JUNE 5, 1951 





Unrrep States SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:30 a. m., in room 301, 
Senate Office Building, Senator Burnet R. Maybank (chairman) 
presiding. 

Present : Senators Maybank, Robertson, Benton, Frear, Capehart, 
Bricker, Schoeppel, and Dirksen. 

Present also: Senator Lehman. 

The CuHatrman. The committee will come to order. 

Mr. Castle, I understand that you desire to file a statement for the 
record on behalf of the association that you represent. 


STATEMENT OF B. F. CASTLE, EXECUTIVE DIRECTOR, MILK 
INDUSTRY FOUNDATION, WASHINGTON, D. C. 













Mr. Castir. Yes, sir, Mr. Chairman, my name is Benjamin F. 
Castle, executive director of the Milk Industry Foundation. I desire 
to file a statement on behalf of the South Carolina Dairy Association, 
the Montana Milk Control Board, and the Pennsylvania Association 
of Milk Dealers, the Milk Industry Foundation, and desire to refer 
you to the statement of the Dairy Industry Committee. I appreciate 
the courtesy and the opportunity, Mr. Chairman. 

(The statement referred to follows :) 


STATEMENT OF B. F. CASTLE, EXECUTIVE DIRECTOR, MILK INDUSTRY FOUNDATION, 
7 WASHINGTON, D. C. 


1. On behalf of the officers and directors of the South Carolina Dairy Asso- 
ciation, Inc., of Chester, S. C., I desire to file the following telegram received 
at our office May 29: 

“Board of directors South Carolina Dairy Association unanimously opposed 
to food subsidies and the frozen-parity principle as recommended to Congress 
by the President. In the event price controls are extended after June 30 they 
favor continuation of Cole-Ives pricing formula for milk in non-Federal regulated 
market. Please urge Senate Banking Committee to incorporate these policies in 
any new Defense Production Act. 

















“(Signed) W. L. ABERNATHY, Jr., 
“Erecutive Secretary, South Carolina Dairy Association.” 


2. I would like to file a letter received from the Montana Milk Control Board 
signed by A. A. Klemme, executive secretary, copy of which is attached hereto. 
The Pennsylvania, Association of Milk Dealers joins in the statement of the 
Montana Milk Control Board. As relevant to the position taken by the Montana 
Milk Control Board and the Pennsylvania Milk Control Board, I file herewith a 
resolution adopted by the board of directors, Milk Industry Foundation, at its 
meeting May 20, 1951, which is to the effect that the maximum degree of economy 
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can be secured through the use of the facilities of State milk control boards 
having resale milk price-fixing authority. It should be remarked that since 
the ‘adoption of the resolution by the board of directors of the Milk Industry 
Foundation, the Office of Price Stabilization has in effect conferred authority 
upon State milk control boards which will enable the latter to pursue their in- 
vestigations of costs in producing and distributing milk and to make recommenda 
tions for price increases or decreases subject to approval of Office of Price 
Stabilization. 

3. I desire to file a copy of resolution adopted by the board of directors of 
Milk Industry Foundation at its May 20 meeting’ at Colorado Springs, Colo. 
This resolution points out that the cost of~processing and distributing fluid 
milk is a business characterized by. a high proportion of labor costs in relation to 
the other costs of conducting operations. It points out also that 10 percent in 
payroll costs equals approximately 2.6 cents of the sales dollar (which is 
as much as the entire profit experience in the industry) and then it shows 
that inasmuch as a 10 percent wage increase since January 1951 has been 
authorized by the Office of Economic Stabilization it is inevitable as shown 
by existing trends that throughout the industry, wage increases amounting to at 
least 10 percent will be in effect. This fact, coupled with the fact that there is no 
mechanism as yet set up by the Office of Price Stabilization to handle hardship 
cases is most disturbing to the industry as a whole. After July 1 (the end of 
the “flush” season) when the prices paid to milk producers on farms will increase 
as historically indicated, the pass-through provisions of price increases will again 
be operative and the squeeze on milk distributors will be such as to make ceiling 
prices in general not “fair and equitable.” It is pertinent to say that the Dairy 
Section of the Food Division of Office of Price Stabilization is endeavoring to 
bring about in cooperation with its advisory committee a formula for the rapid 
handling of hardship cases. However, it is believed by the board of directors of 
the foundation that your committee might properly take cognizance of the fact 
that the important food known as milk is still under General Ceiling Price 
Regulation of January 26 and without a mechanism for making adjustments of 
prices which are not “fair and equitable.” 

4. It is the opinion of the Milk Industry Foundation that food subsidies should 
not be established in connection with the operation of the Office of Price 
Stabilization. 

5. Separately, there will have been filed with your committee, a statement of 
policy by the Dairy Industry Committee of which the Milk Industry Foundation is 
a member. This statement has been approved by the board of directors of the 
Milk Industry Foundation and we desire to take advantage of this opportunity 
to urge upon the members of the Banking and Currency Committee of the Senate 
to take cognizance of the Dairy Industry Committee's statement in the drafting 
of modifications of the Defense Production Act of 1950. 


STATE OF MONTANA, 
MoNTANA MILK CONTROL BoArD, 
Helena, Mont., May 28, 1951. 
Col. BENJAMIN F. CASTLE, 
Vilk Industry Foundation, 
1001 Fifteenth Street, NW., Washington 5, D.C. 

DEAR COLONEL CASTLE: We understand that Mr. Benjamin G. Bynon, executive 
vice president of the Pennsylvania Association of Milk Dealers, has requested 
you to have a committee of your association appear before the Senate Banking 
Committee relative to those States having a milk control agency functioning to 
fix prices to producers and consumers, that milk pricing should be excluded from 
the provisions of the Defense Act. 

Mr. Castle, the milk distributors and producers of the State of Montana, are of 
the same opinion. We, as a board, will not grant price increases unless it can 
be proven that the costs of production and distribution have advanced to a point 
where a price increase is necessary in order to have an.adequate supply of fresh, 
wholesome milk. Any assistance your committee could render before the Banking 
Committee would be greatly appreciated. 

With kindest personal regards, 

Sincerely yours, 


A. A. KLEMME, 
Executive Secretary, Montana Milk Control Board, 
. 
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RESOLUTION ADOPTED BY THE BOARD OF DIRECTORS, MILK INDUSTRY FOUNDATION, AT 
ITS MEETING MAY 20, 1951, COLORADO SPRINGS 


Whereas, the processing and distribution of fluid milk and fresh dairy prod- 
ucts is a business characterized by a high proportion of labor costs in relation 
to the other costs of conducting its operations, and 

Whereas, labor costs represent more than 50 percent of all costs beyond 
the acquisition of the raw milk supply, the average of many costs studies in 
the fresh milk industry, placing the total of labor costs at about 26 percent 
of the industry’s average sales dollar, and 

Whereas, an increase of 10 per cent in payroll costs equals approximately 
2.6 cents of the sales dollar, which is as much as the entire profit experience 
in the industry ; therefore, be it 

Resolved, That the industry should be accorded an opportunity to “pass 
through” automatically and immediately the full effect of any wage increase 
within the limits of the Wage Stabilization Board established rulings, or as 
Inay be approved by the Wage Stabilization Board in any given marketing area; 
and be it further 

Resolved, That the board of directors instruct its officers and staff to pre- 
pare statements expressing the difficulties of the fluid milk industry under 
the Office of Price Stabilization, the existing hardships, the imminence of many 
more hardship situations in the future, and the necessity for rulings to permit 
“pass through” for labor and material; and be it further 

Resolved, That the fact be strongly impressed upon the officials of the Office 
of Price Stabilization that an industry that makes a profit of about 3 percent 
on the sales dollar cannot continue in business without quick relief; and be it 
further 

Resolved, That if the representations made to the Office of Price Stabilization 
appear to be without result, this serious problem of the industry be presented 
to the Senate committee that is considering the extension or revision of the 
Defense Production Act. 


RESOLUTION ADOPTED BY THE BOARD OF DIRECTORS, MILK INDUSTRY FOUNDATION, AT 
ITS MEETING MAY 20, 1951, COLORADO SPRINGS 


Whereas, There exists in many States, milk price control laws that provide 
for the establishment of minimum resale prices of fresh milk to the consumer, 
and 

Whereas, in such States well qualified economists make continuous studies 
of the costs of milk distribution ; therefore, be it 

Resolved, by the Board of Directors of the Milk Industry Foundation that 
the officers of the Foundation are instructed to urge the Office of Price Stabili- 
zation to use the economic information developed in States which have 
sale price provisions: and be it further 

Resolved, That if according to OPS, the provisions of the Defense Production 
Act of 1950 prevents OPS from keeping to a minimum its expenses of making 
economic studies in the fluid milk industry by using the facilities, personne! 
and studies of States having resale milk price regulation, then there be pre 
sented to the appropriate committee of the Senate considering the extension 
of the Defense Production Act, an amendment authorizing OPS to act 
official findings of State Milk Control Boards. 


The CHarrman. Mr. Castle, you may read the resolution. 

Mr. Casrier. Yes, sir. Do you mean the resolution of the board of 
directors of the South Carolina Association ? 

The Cuarmman. Without objection the report will be made a part 
of the record. I thought you might read the resolution on the last 
page for all the organizations, if you desire to do so. 

Mr. Castix. I would like to do so. 
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fresh-milk industry placing the total of labor costs at about 26 percent of the 
industry’s average sales dollar; and 

Whereas, an increase of 10 percent in payroll costs equals approximately 2.6 
cents of the sales dollar, which is as much as the entire profit experience in the 
industry, therefore be it 

Resolved, that the industry should be accorded an opportunity to “pass 
through” automatically and immediately the full effect of any wage increase 
within the limits of the Wage Stabilization Board’s established rulings, or as 
may be approved by the Wage Stabilization Board in any given marketing 
area, and be it further oe 

Resolved, that the board of directors instruct its officers and staff to prepare 
statements expressing the difficulties of the fluid-milk industry under the Office 
of Price Stabilization, the existing hardships, the imminence of many more 
hardship situations in the future, and the necessity for rulings to permit “pass 
through” for labor and material, and be it further 

Resolved, that the fact be strongly impressed upon the officials of the Office 
of Price Stabilization that an industry that makes a profit of about 3 percent 
on the sales dollar cannot continue in business without quick relief, and be it 
further 

Resolved, that if the representations made to the Office of Price Stabilization 
appear to be without result, this serious problem of the industry be presented 
to the Senate committee that is considering the extension or revision of the 
Defense Production Act. 

I have conferred with Mr. DiSalle and with his staff and so far 
there is no mechanism for hardship cases and they are coming in 

rapidly. 

The Cuarrman. That is a mechanism in the law for hardship cases. 

Mr. Castie. Yes, sir. 

The Cuatrman. You mean there has been no organization set up 
to take care of hardship cases ? 

Mr. Casrie. For the dairy industry, no, sir. We are still under 
the temporary price order which said in effect : 

This order contains no provision for hardship cases. As rapidly as possible 
specific orders for various commodities will be produced and provision will be 
made. 

So far for milk there is none. 

The Cuarrman. I want to say for this committee that they should 
have an organization set up for the hardship cases. That was my 
understanding of what the committee intended in the law. 

Mr. Casrie. I certainly agree and our directors agree with you, sir. 
There has been none established so far although I “will say they are 
working on it. I have some cases now. Shall T read the second reso- 
lution, sir? 

The Cuairman. As you desire. 

Mr. Casrie. It points out that in many States milk control laws 
provide for investigating costs at farm levels. There are in 12 States 
established under State-law mechanisms for investigating costs at 
farm levels and costs of distribution. These organizations have had 
experience and apparently are operating for the protection of the 
public to give milk farmers a proper price and keep down the resale 
prices with due recognition to the cost of distribution. It seems to 
us that it would be an unwarranted diplication of organization expense 
and personnel for the Office of Price Stabilization to go over the 
same ground that the States have. I can say, sir, that the Office of 
Price Stabilization recently issued an order which permits the State 
milk control boards to do their work and submit their recommenda- 
tions. So that followed this resolution. 
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The Crarrman. I am glad they did that. 
Mr. Castie. Thank you very much, sir. 
The Cuamman. The next witness is Mr. George S. Eaton, executive 

secretary of the National Tool and Die Manufacturers Association. 


STATEMENT OF GEORGE S. EATON, EXECUTIVE SECRETARY, NA- 


TIONAL TOOL AND DIE MANUFACTURERS ASSOCIATION, CLEVE- 
LAND, OHIO 
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Mr. Earon. Mr. Chairman, ladies and gentlemen, = name is 
George S. Eaton. I am the executive secretary of the National Tool 
and Die Manufacturers Association, Cleveland, Ohio, which has as 
its members leading producers of special tooling in all parts of the 
country where me talworking is important, All are small-business 
inen, With employment ranging frem 250 down to 1, and in my testi- 
mony will endeavor to bring you the viewpoint of these small manu- 
facturers. 

Wage stabilization regulations, issued under title IV of the Defense 
Production Act of 1950, are causing tool and die manufacturers great 
concern, and some appropriate amendment of the act is essential to 
prevent the gross discrimination against these small concerns and 
other small businesses which has developed under its present pro- 
visions. In order that you may understand the situation, some ex- 
planation of the nature of the special tooling industry should be given. 

These contract tool and die shops make ‘the st: imping and forging 
dies, molds for plastics, jigs and fixtures, special gages, special cut- 
ting tools, and specially designed machines without which mass-pro- 
duction factories cannot operate. Each die or special tool is tailor- 
made to be used with a press, drop hammer, molding machine or ma- 
chine tool to produce a particular metal or plastic component of some 
defense or civilian item. This die or tool cannot be designed and 
built until the detailed design of the component part is decided upon. 
Its manufacture, therefore, is the last step before mass production 
starts, and there is always much pressure to get this special tooling 
made. Many large factories have tool and die rooms of their own, 
used primarily for maintenance and replacement work but sometimes 
for new tooling. But when a big tooling program is to be put through, 
it is common practice to call in these contract shops that can make 
quick delivery and can offer consulting service on the best way to 
make the tools to give efficient pr oduction. 

What tool and die shops sell primarily is skill and know-how, in- 
genuity and speed. Their highly trained and experienced tool and 
die makers, die sinkers, mold makers, tool, die, and mold designers, 
and men with similar skills are their most valuable assets. If they 
lose many of them, today they are out of business because it is impos- 
sible to hire such men, and training new ones is a matter of years. 

Some of these shops have union contracts; being small, many of 
them do not. And in any event, except in Detroit, no cost-of-living 
escalator clauses or provisions for “annual improvement” wage in- 
creases are in effect. Now are there usually any written plans for 
merit increases, rate ranges, et cetera. In the past, there has been 
no reason why there should be. Relations between employers and 
employees are close in these small shops, and whenever conditions 
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warranted wage adjustments, they were made. Obviously, with such 
highly skilled help, a shop owner could not afford to let his wage 
rates get out of line for long. 

But now the Wage Stabilization Board has seen fit to allow com- 
panies—mostly industrial giants—to give their employees two cost- 
of-living raises amounting to 8 cents an hour since the wage freeze, 
and probably will shortly ‘allow another 4 cents an hour for an annual 

“productivity” increase. Also, where the wage scales of these big 
companies were raised faster in 1950 than were ‘those of the small tool 
and die shops—-whose business was depressed in 1949 and the early 
part of 1950—the big fellows’ wage rates were “frozen” at levels above 
those the tool and die manufacturers could pay. Furthermore, they 
can give merit and length-of-service increases in accordance with a 
written plan. 

In normal times, the situation could have righted itself. If a con- 
tract shop owner found that he was threatened with the loss of his 
skilled men, he would have adjusted their wages to the extent that he 
could afford to do so. But now—with the big companies loaded with 
defense contracts, rearmament plants being reactivated, all surplus of 
skilled men long since disappeared, and great hiring programs the 
order of the day—these small shop owners are helpless. 

Often frozen with comparatively low-wage rates, and in any case 
unable to make the same cost-of-living and productivity adjustments 
that thier giant competitors in the labor market have made, they 
can only sit by and watch the lifeblood of their businesses being 
drained away. 

Simple justice surely demands that if cost-of-living pay increases 
are warranted for one group of employees, they must be allowed at 
the same time to any other group where the employer can and will 
grant them. 

Senator ScnorpreL. Mr. Chairman, I would like to ask the wit- 
ness a question at this point. Would not this come under the emer- 
gency section provision of the bill as a hardship case ? 

Mr. Eaton. We have have been trying to get action and have not yet 
succeeded because primarily the Wage Stabilization Board was out of 
business for maybe 214 months owing to the union leaders’ withdrawal 
from the Board. I have talked with them since I have been in Wash- 
ington and as far as the cost of living escalator clause is concerned, I 
was told that perhaps later this week some action will be taken to 
allow others to make similar increases. But the point I do want to 
emphasize is that prompt action in allowing all to make such increases 
at the same time if they can and care to is very important because once 
aman is taken away you cannot get him back. 

Senator SCHOEPPEL. I see. 

Mr. Earon. Certainly all are subject to the same pinch from higher 
living costs. And merely because one employer happened to have 
made an agreement with a strong union to give such increases alters 
the situation in no fundamental. 

No one has had the temerity to suggest that the big companies be 
allowed to pay more under price ceiling regulations for scarce ma- 
terials, such as aluminum or nickel, than medium sized or small firms 
could pay. Yet for skilled men, who are equally scarce and at least 
equally important in manufacturing operations, the Government says 
the big fellows can pay more. 
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Naturally our industry has protested to the Wage Stabilization 
Board, which has cooperated to the extent of having an experienced 
and thoroughly competent industrial relations consultant make a quick 
study of conditions in the tool and die industry. But presumably 
because of the long lapse in policy determination while the Board was 
under reorganization, nothing concrete has been done to remedy the 
situation, and it is doubtful that anything effective wil] be done as 
regards the basic injustice complained of above, without congressional 
direction. 

It is not only the large companies that are robbing the tool and die 
shops of their best men. New firms starting up, especially in the tool 
designing field, in which there is currently the greatest demand for 
skilled men, are offering more than the established shops are allowed 
to pay. I might interpose to say that this will follow later for the tool 
and designing makers as these designs are brought into the shops. At 
the present time it is stil] design, primarily. Protests on this have 
run into the stone wall of no enforcement procedure, and not even 
any means of investigating complaints. We have found an apparent 
desire to be helpful, however, and can only hope that the new Wage 
Stabilization Board will soon get around to taking constructive 
action. 

It is rumored, of course, that in time the Board will boost its 10 
percent ceiling on general raises to 14 percent or 15 percent, to cover 
cost-of-living increases for all. The trouble is that once 2 skilled 
man has been pulled out of a shop by higher Wages than his present 
employer can pay, there is no Way to get him back. The timing is of 
the essence. 

In the case of an all-out war. the production of special tooling could 
well become the bottleneck. The shops in this indust ry are already 
working long hours, many of them 55 or 60 hours a week because 
enough skilled men are simply not to be had. When their tool and die 
makers are pirated away by big companies, it is seldom that they are 
kept at work at their highest skill; often they are not even put on 
the production of special tooling. It is evident. then, that much more 
than the existence of these small businesses is at stake. 

Best of all would be ruling by the Board that cost-of-living and 
assumed “productivity” increases will not be allowed, so that there 
might be real Wage stabilization. But since this is too much to hope 
for, in view of the union's political power, we ask for equality of 
treatment. 

Turning to other matters of concern to small business, we urge that 
the Office of Price Stabilization be barred from establishing regula- 
tions to control profits. Through corporate and personal income 
taxes, excess profits tax and renegotiation, the Congress has made 
ample provision to keep profits within bounds, and can, of course, 
revise those provisions as conditions appear to warrant. Small busi- 
nesses usually depend more upon the the initiative. energy, and ability 
of their owners than upon investment or equipment for their success, 
and have violent swings up and down in profits. Profit-control, 
especially if based upon invested capital, works out very unfairly 
for them as compared with their larger competitors, 

Proposals to incorporate in section 409 of the Defense Production 
Act of 1950 a provision for the licensing of all businesses so that the 
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right of violators of pricing regulations to do business could be revoked 
brings cold chills to these small-business men. Even though the word- 
ing of S. 1397 on this matter attempts to hedge this method of enforce- 
ment with safeguards, the fact remains that it would give the power 
of life or death over business. With ceiling price regulations so com- 
plex, and as regards some points, so incomplete or inapplic: able that 
OPS representatives themselves cannot tell businessmen what they 
mean, such a licensing provision would be most dangerous, especially 
for small-business men who do not have lawyers and accountants at 
their elbows. 

And from a broader viewpoint it would be in violent conflict with 
the American way and a step toward possible dictatorship. 

We read of such criticism of the provision for amortization in 
5 years of approved expenditures for expansion of essential produc- 
tion facilities, under certificates of necessity. We believe this program 
is soundly based, and under efficient administration, highly construc- 
tive. The income tax paid to the Government is not decreased by 
allowing a rapid write-off—merely delayed. We do feel, however, 
that noaienien from big concerns have been acted upon. This is 
not too serious if the former will now be given adequate consideration. 
In view of the great shortage of skilled men in the tool and die indus- 
try, it is highly important that the men there are able to work as 
efficiently as possible. And new machine tools—also new buildings, 
in Many cases—are essential to reach that goal. But it would be un 
wise to foster the establishment of new shops which could only statf 
up by pirating men from existing shops, and would be subject to the 
usual inefficient operation of any new business until it could “shake 
down” into a smooth-running organization. 

Many tools and die shops in World War II did a great deal of 
precision job machining on parts for armament items, or made com- 
ponents, using less skilled men than for the tremendous amount of 
special tooling they produced. We believe ways should be found 
to increase the amount of such subcontracting done in carrying 
through the present rearmament program. 

In this connection, we view with much favor an amendment to 
S. 1597 which Senator Sparkman and others have offered, amending 
section 701 of the Defense Production Act of 1950, to establish a 
Small Defense Plants Corporation. 

This amendment contains many provisions that would be helpful 
to small businesses in obtaining adequate participation in the de 
fense effort, and in living through the very difficult period which 
the present emergency has brought for such firms. It is based on 
the experience cained i in the last war, and should be adopted. 

The Defense Production Act should be amended to make it clear 
that paid executives of national trade associations are entitled to 
attend meetings of industry advisory committees set up by govern 
ment agencies. These persons are employed to help spec ific indus- 
tries with their problems. It is their business to keep in touch with 
conditions in their respective industries, and to see that members are 
informed of developments of significance. 

The discussions at advisory committee meetings are important to 
those in the industry who are not present, and the reports issued by 
the Government agency are seldom more than fragmentary. 
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It is not only essential that the trade association executive know 
what went on, to assist in his planning and to held in carrying out 
the decisions reached, but he can often provide information no one 

else is prepared to give and he can see that the significant facts about 
the meeting are made available to the members of the industry. 

Government agencies continually seek assistance from trade asso- 
clations in various ways, and should not be allowed to let superficial 
objections bar the attendance of the professional heads of these or- 
ganizations from advisory committee meetings, wherever there is a 
desire to attend. The presence of other association officers who are 
officials of individual companies in no way compensates for the ab- 
sence of the professional association executive. 

Many tool and die shops also have departments engaged in such 
fields as the manufacture of metal stampings, machine tool accessories 
and small equipment items. To obtain the metal needed for such 
production, as well as for special tooling, they must for the most part 
rely upon warehouses. Even though "NPA has issued regulations 
meant to insure adequate warehouse stocks, it has often been im- 
possible to obtain needed materials from that source. And we urge that 
strong measures be taken to improve this situation Regulations alone 
are not always adequate to meet difficulties that arise. 

Tool and die manufacturers are ready and anxious to participate 
fully in the defense effort, and to see that insofar as they are able, 
special tooling is available as required. Regardless of the valid ob- 
jections that can be raised to the continuation of wage and price 
controls, these small manufacturesrs are not prepared to ask for 
their termination. But small businesses will need the help I have out- 
lined from Congress and the defense agencies if these firms are to 
survive. 

Senator Bricker. Right now the biggest bottleneck, I think, in get- 
ting the production program under way—and there has been a lag— 
is in this very field. 

Mr. Eaton. Yes, sir. 

Senator Bricker. Would it be possible to exempt firms, say, em- 
ploying up to 100 people from any wage control 

Mr. Earon. Senator, I think it would be a very great mistake for 
this reason: Experience in World War I, in the early days of the 
war, was that innumerable small companies with two, three, five, or 
maybe eight men would spring up. For a time they were exempt 
from wage controls, as I recall it, and were able to pay anything they 
wanted. What they did was drain the best men from existing “shops 
to go into very small shops that had inadequate equipment, in: idequ: ite 
supervision, and they were new and the efficiency of industry was re- 
duced. In fact we have requested the Wage Stabilization Board in 
case they issue a regulation exempting small businesses employing 
eight, or three, or five from wage regulations, not to exempt workers 
in the tool and die field. It may seem strange on the face of it, but, 
from past experience, we feel that is necessary. 

Senator Bricker. Your remedy is not the law, your remedy is 
efficient administration. 

Mr. Eaton. The remedy would be in the law, Senator, if some- 
thing could be put in saying that if raises were allowed to some com- 
panies in some industry for cost of living and these productivity in- 
creases, anyone else be allowed to meet them. 
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Senator Bricker. You can get that ruling now from the Board. 
They have the power to do it. 

Mr. Earon. We have not been able to. 

Senator Bricker. But you could; they have the power. 

Mr. Eavon. It could be done if they would approve it. 

Senator CarrHart. What you are asking is that you be permitted 
to raise the wages of your employees. 

Mr. Earon. We are asking that the emptoyers be able to keep the 
men in their employ by paying them a8 much as someone else may be 
able to pay them. We feel sure that these skilled men will receive 
top wages from somebody and we feel it is only fair that the present 
employe ers be able to pay the top wages if someone else can. 

Senator Brenton. That is all you ask, to be on the same basis as 
any other competitor. 

Mr. Eaton. That is right. 

Senator Bricker. Mr. Johnston could make that order tomorrow 
morning or this afternoon regardless of the Wage Stabilization 

Board; is that right? 

Mr. Earon. I am sorry, I didn’t understand the question. 

Senator Bricker. Mr. Johnston could make such an order this 
afternoon regardless of the Wage Stabilization Board. 

Mr. Earon. I don’t know what he feels he can do. I think he 
could. 

Senator Bricker. There is no question about it. In the law he has 
that power. 

Mr. Eaton. I want to repeat that we made a report on this situation 
in our industry and I understand they were quite concerned with the 
conditions they found. But the Board once reorganized found desks 
piled with things to be done and some have been done and some have 
not. 

Senator Bricker. This is not an individual case that the Board 
deals with. This is an over-all matter that affects the industry that 
is very vital and is now a bottleneck in the production program. And 
Mr. Johnston has full power to do that this afternoon if he wants 
to do it. 

Senator Carpenart. Many witnesses have recommended the com- 
plete elimination of price and wage control. What is your thought 
on that subject ? 

Mr. Earon. As I indicated toward the end of the statement, Senator, 
ve are not prepared to ask for complete elimination of price and wage 
control. 

Senator Carenart. Do we understand then that you think wage 
and price controls should be continued / 

Mr. Earon. We do. We hope very much the administration will be 
improved as far as our industry is concerned as time goes on. We 
are afraid of the consequences if it is entirely removed. 

Senator Carprnarr. What you want is the right to increase the wages 
of your workers. 

Mr. Earon. We want the right to compete to keep our employees. 

Senator Carrnart. And increase their wages, if necessary, to keep 
them. 

Mr. Earon. That is what I meant. To meet the wages that we find 
being paid by others or offered by others. 
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Senator Carrnarr. How do you feel that this new Defense Plant 
Corporation will assist you ? 

Mr. Eaton. That is primarily in some of the activities of these shops 
outside of the special tooling industry. They do a considerable job 
in the machine work which does require the skilled men. 

Senator Capenart. No; I am talking about this new |ill to create a 
Defense Plant Corporation. How do you figure that will assist you 
or help your industry 4 

Mr. Earon. One of its purposes is to get more subcontracting into 
the small shops. If they had more subcontracting on this job machin- 
ing—I am not speaking of tool and die work now—they would be 
helped i in that phase of the business. 

Senator Careuart. In other words, you feel that this Defense Plant 
Corporation will help to get more business / 

Mr. Eaton. More business for the small shops. 

Senator Carenarr. That will further aggravate the problem that 
you are talking about, will it not? 

Mr. Eaton. I am trying to explain, Senator, that they use machine 
specialists and not tool and die makers; that is, a man who can operate 
a machine on a production line or on production work is vastly differ- 
ent from this, as I know you understand. And the subcontracting 
that would be brought into plants or shops under this new proposed 
corporation could be handled by men that can be trained in a relatively 
short time. 

Senator Bricker. I note an article here that says that orders for 
machine tools, if placed now, are not assured of delivery until 1953. 
Is that correct ? 

Mr. Eaton. Without a reading, I would say on some types of ma- 
chine tools I think that is true, although I am not in the machine-tool 
industry. 

Senator Bricker. It says the present backlog as these charts show 
will take 18 months to work off if shipments remain at their present 
rate. Orders have been swollen by the demands for jet planes, guided 
missiles, and other types of such equipment. Of course, you are the 
primary step in that. 

Mr. Earon. We make the accessories and the tooling that goes with 
the machine tools. The backlog in our industry has also taken a sharp 
upturn. It is well ahead of any time since the war. It has not in- 

creased nearly as fast as the machine-tool backlog, because people 
aaa place orders for tooling ordinarily very much in advance of the 
delivery date. The backlogs do not run into years, ever, 
tooling, as they do in mac hine tooling. 

Se nator Bricker. Have you been denied conferences, or permission 
to sit in on conferences, with the Stabilization Board? Or by Mr. 
Johnston ? 

Mr. Eaton. No; we have received quite courteous treatment there, I 
would say, Senator. 

Senator Bricker. Well, what did you mean when you suggested, 
here, that there ought to be consideration given to the trade associa- 
tions ? 

Mr. Eaton. Oh, I beg your pardon. I thought you were speaking 


to me personally. The W age Stabilization Board does not have 
advisory committees. 
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Senator Bricker. Well, Mr. 
tees. 

Mr. Eaton. We do not have separate industry advisory committees, 
Senator. That is what I should have said. NPA does have. We 
have a committee there. I did attend the first meeting but | 
understand the policy now is definitely against that, and in OPS we 
have been informed that the policy is against allowing trade-associa- 
tion executives even to sit in meetings. We are not asking to be mem- 
bers of the committee. ” 

Senator Bricker. That isin which division? OPS? 

Mr. Earon. OPS. We haven't had a committee set up there yet, 
although I was talking with them yesterday about establishing a com- 
mittee. 

Senator Bricker. And there are no advisory committees in wage 
stabilization ¢ 

Mr. Eaton. Not industry by industry; no. 

Senator Bricker. There is no reason not to have; Mr. Johnston 
has that authority. It was set up in the law. 

Mr. Earon. Well, as far as I know, none have been set up in WSB. 

Senator Bricker. Is it not about as essential there as it is in price 
stabilization ¢ 

Mr. Eaton. Well, in our case, some way of getting appropriate 
action is, I would say, even more essential than in the Office of Price 
Stabilization. We are very much confused about the application of 
CPR 30 to our industry in some features, and we are endeavoring to 
get that worked out. Again we have received courteous treatment 
from OPS. It is not a matter, I think, of their wanting to do what is 
needed for industry. It is just the red tape and the confusion result- 
ing from the very complex regulations that are written to cover 
a vast variety of industries, where conditions v ary so much from 
industry to industry that it is almost an impossible job. 

Senator Bricker. Of course, the Stabilization Board is presumed 
to hold hearings upon the matters which it has before it, but there is 
no reason why they should not have consultation with the industry 
and have the advice of the secretaries of the various associations. As 
far as I can see, there is no difference in the approach of the law as 
compared to OPS. 

Mr. Eaton. It is just their decision on the matter. 

There is a basic matter, apparently, of law involved in this attend- 
ance at advisory committees. We have been unable to learn exactly 
what is back of it, but there does seem to be some ruling from the De- 
partment of Justice, which they construe as making it necessary for 
them to bar associations. 

career ScHoepre.. I want to say that I have heard that same com- 
plaint, or request for consideration, made from the oil industry. I 
have oak informed that it stems from a proposed ruling on the part 
of the Attorney General’s Office of the United States. T have as vet 
been unable to put my hands on any definite ruling. Now, do you 
know of a specific ruling that has been issued on this¢ Maybe you are 
not the one to direct this question to. 

(Deputy Attorney General Ford’s letter on this subject will be 
found on p. 887.) 


Johnston has these advisory commit- 
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Mr. Eaton. No; I am in the same position that you are. We have 
not been able to find anything mee on it. But, nevertheless, the 
policy of both NPA and OPS, as far as I can learn at the present time, 
is to bar trade-association executives from the committee meetings. 

Senator Scnorrret. Can you see any justifiable reason for that be- 
ing done, if we are trying to work out a cooperative effort here? What 
is wrong about it ? 

Mr. Evron. Absolutely not. The trade-association man is sort of 
the focal point for plans for the industry in a business way, and com- 
plying with Government regulations; and I think it is a very unnec- 
essary and foolish regulation. But we run into that 

Senator Scnorrren. Generally those men sent here are trained men, 
conversant with industry requirements and the bottlenecks and all the 
difficulties, are they not / 

Mr. Eaton. If they were not, I think they would not be in their 
positions very long, Senator. 

Senator Benton. Would the Senator yield for 1 minute while I 
make a comment on that? I wish the trade-association executives 
were of the type just described by Senator Schoeppel. And I con- 
gratulate you, Mr. Eaton, on being an exceptionally literate one, and 
your association on having an exceptionally literate trade-association 
executive. Unhappily, of the thousands of trade associations in this 
country, the average literacy and understanding of these economic 
problems on the part of their executives is not very high, and the 
average trade-association executive keeps his job by moving in on meet- 
ings of this kind, proving to his industry group (a) that he has been 
there and (b) that he has been selfishly and self-centeredly devoting 
himself to what he and they at that time happen to conceive is in their 
selfish and most self-centered interest. That is how he keeps his job. 
He is an advocate, and often not a very literate advocate. 

I think if all the trade-association executives were like Mr. Eaton, 
and capable of preparing statements as intelligent and constructive as 
this, 1 would agree that he had a good idea. But when it comes to 
turning over these meetings to the average type of trade-association 
executive, who unhappily represents too many of our trade associa- 
tions, I do not blame Mr. Johnston and Mr. Wilson if they show some 
reluctance and resistance. 

Mr. Eaton. Senator, I might make a comment. I believe you must 
have had an unfortunate experience with some trade-association 
people. 

Senator Benron. You are wholly right; and a great deal of ex- 
perience. 

Mr. Eaton. There are many who do not appear at these meetings at 
all, and I think investigation would show that there are many very 
smart people in trade-association work. 

Senator Benton. I am sure that is true, too. But to blanket them 
all in, merely because they are trade-association executives, without 
any attempt to rate or we igh their experience or intelligence or train- 
ing, is, I think, a pretty risky and precarious business. 

Mr. Eaton. Perhaps there is a misunderstanding of what is sug- 
gested, Senator. You mentioned something about turning the meet- 
ings over to them. That, of course, is not in any way contemplated. 
It is merely, as far as I am concerned, that these people should be 
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allowed to sit in on meetings as observers, answer questions if they are 

‘alled on, but not take part in the discussion. It is so that they will 
be informed, so that they can work with the members of the committee, 
who are from individual firms, and so that they can pass on to the 
great majority of those in the industry who were not present at the 
meeting some significant facts that they cannot get in any other way. 

Senator Benton. These are closed meetings now ¢ 

Mr. Earon. That is right. 

Senator Benton. Well, the presence of these paid representatives 
of the pressure groups they represent would not seem to me to be con- 
ducive to the most frank and constructive discussion in these meetings 
by the men who are, we hope, charged primarily with determining 
what is most in the public interest rather than what is most in the 
interest of any particular trade association or trade group. 

Mr. Earon. Of course, I would think that the members of the Ad- 
visory Committee would present the industry’s viewpoint and let the 
agency look after the public consideration. 

Senator Benton. My experience is that if your men are well selected, 
even though they represent an industry at the beginning, increasingly 
as they learn the problems and become immersed in the complexity of 
the problems, they will think of their industry problems in terms of 
the crucial and paramount public interest that is involved in a time 
of crisis such as this. 

Mr. Earon. The men that you get on these committees, I think, are 
certainly as public spirited as any similar group that you would be 
apt to find. 

Senator Benton. And they become more so as they learn the dif- 
ficulties of the problem. 

Mr. Earon. They are thinking, naturally, first of all about their 
own businesses. 

Senator Benton. I have two or three questions, Mr. Chairman. 
was just making comment on Senator Schoeppel’s question. 

Senator Carrnart. My observation has been that these trade asso- 
ciation executives do an excellent job and have been very helpful, 
just as the representatives of the labor unions have. I do not have 
any cause to complain about what they have done. I think they 
are conscientious, sincere, honest fellows. 

Senator Bricker. [ want to support what Senator Capehart has 
said. I have worked with trade executives in every kind of associa- 
tion imaginable in our State during the war. I found them most 
cooperative, and not only cooperative, but very, very helpful, in build 
ing up the war program in our State. It was on a local level. We 
knew them all personally. But they were very helpful. They were 
very public spirited. And they did know more about their asso- 
ciation business and responsibilities than anybody else I could get 
hold of. And I cannot see how any organization, be it OPS or the 
Stabilization Board, would possibly be able to operate efficiently and 
effectively in the public interest unless they had all the problems of 
the industry or the association or the business concerned before them. 

Now, for instance, the Stabilization Board is wholly set up by 
Mr. Johnston. If the Stabilization Board had had you in, so that 
you could have presented what you have presented to this committee 
this morning, I cannot help but feel that it would have been very, 
very helpful to them in working out their final orders. 
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Senator Benton. On that I agree. This was a very fine statement. 

Senator Bricker. And Mr. Johnston or somebody designated by 
him certainly ought to do it, to see the effect on industry generally, 
small and big business alike, of the orders that were ultimately put out. 

I think it is not only not in the public interest, but it is adverse to 
the public interest, for OPS or the Stabilization Board, either 
through secret meetings or otherwise, not to have the trade associa- 
tion representatives in to get all the facts. I do not see how they 
could operate without having that. That was the thought we had 
in passing this law that that would be done. Not only are they help- 
ful to the Government organization that is putting out the orders 
but they are tremendously helpful to the industry back home, if they 
know everything that was said and the background of the regula- 
tions and the orders, so that they can advise the committee. ‘They 
are in constant touch with them all over the country. 

L just cannot see the reason back of any exclusion. On the other 
seed, I can see every reason for fullest cooperation, every reason 
to invite them in. 

Now, I do not want them to take over the meeting or anything of 
that kind, and if they did, they could easily be squelched or put in 
their place. But I think they ought to be there to give advice and 
to know what was done so that they could advise their people back 
home. 

Senator Benton. How many trade associations would you estimate 
there are, Mr. Eaton? 

Mr. Eaton. In the country? Well, the Department of Commerce 
has issued a trade-association directory, including National, State, 
and local, and it is my recollection that that ran into something like 
3,000. I may be wrong on that figure. 

Senator Benron. I think your suggestion would increase the hous- 
ing problem in W ashington and open up a vast new lot of oppor- 
tunities for representatives of business groups to move to Washing- 
ton. I agree with Senator Bricker that some of the trade association 
executives are among the most effective and constructive men in 
American business when it comes to being informed on the problem, 
and Mr. Johnston could perhaps look into getting them in, along with 
other leading men from the business community who can contribute 
to the solution of their problems. I just do not want to blanket them 
all in, any more than I would want to blanket in the presidents of 
the top 1,000 companies of the country or the presidents of the top 
1,000 labor unions of the country, or any other group, regardless of 
personal and individual qualification, 

Senator Bricker. But you certainly would not want to blanket 
them out. 

Senator Benton. No; I would not want to blanket them out. 

Senator Bricker. If these men are selected by the trade itself, if it 
is an established trade that is essential to the war-production program, 
I do not think the Government should say whether they are good or 
not. I think that is up to the people back home who have hired these 
trade-association representatives. 

Senator ScHorerreL. Supplementing what Senator Bricker has said, 
this is the reason I have asked you that question, Mr."Eaton. I have 
had no unpleasant experience in my association with these trade organ- 
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ization representatives, and in serving 4 years as Governor of my 
State during the war, I relied on many of those men, who brought 
forth some excellent suggestions for cooperative efforts. That is one 
of the reasons I asked you that question, in all sincerity. I just cannot 
put my finger on some good, logical reason why, as a matter of law 
or lawful opinion, they would be excluded under the broad interpre- 
tation of this act. And certainly we ought to give it a broad inter- 
pretation rather than a restrictive one. -And I do think that the ques- 
tion you raise is something for this committee to determine very 
carefully. 

I well agree with you that they should not be in a position in those 
meetings where they can take them over, but certainly there is enough 
good judgment exercised on the part of trade organizations to see that 
a proper, tactful, informed representative can sit in as an observer, 
to pass on some of these things and facilitate their execution and the 
general understanding. 

I am a little disappointed that you are running into a situation 
where you have been excluded. 

Senator Benton. I would like to hope, if Senator Schoeppel’s sug- 
gestion is followed, it would at least have one result, and that would 
be to trade up the general quality and level of the trade association 
executives of this country. It would be the greatest thing that ever 
happened to the American business community. And if we could trade 
up this level and get a much higher quality of men in these jobs by 
following his suggestion, it would be an important argument in favor 
of the contention that you made. 

Mr. Eaton. One comment, Senator. I did not quite finish my state- 
ment about the number. I suspect that when you come to national 
trade associations who would be interested, it would be in the neigh- 
borhood of maybe three to five hundred. And it is not a case of their 
coming to Washington for this. It is a meeting or maybe two meet- 
ings a year. They come to Washington probably a dozen times a 
year as it 1s now. 

The Cuarrman. Would you mind my putting something in the 
record here? I have a statement here in connection with the housing 
situation throughout the country, covering certain statutory authori- 
zations about which we questioned Mr. Foley. Rather than take the 
committee’s time to read it, without objection, I am going to ask that 
it be printed as a part of the record. 

(The communication from the Housing and Home Finance Agency 
follows :) 


HovusInG AND HOME FINANCE AGENCY, 

OFFICE OF THE ADMINISTRATOR, 

Washington 25, D. C., June 1, 1951. 
Hon. Burnet R. MAYBANK, 

Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 
DrEAR SENATOR MAYBANK: You will recall that a few weeks ago we discussed 

four housing matters where present statutory authorizations would soon be 
exhausted or would expire on June 30, 1951, without the final enactment of legis- 
lation by the Congress. All of these four matters, of course, we adequately 
covered by the defense housing and community facilities bill (S. 349) reported 
by your committee on March 21, 1951, and passed by the Senate on April 9, 
1951. These four matters were— 
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1. An increase in the FHA mortgage insurance authorization which will permit 
the continuation of operations under title II of the National Housing Act; 
2. An extension of the authority to insure mortgages under title VIII (the 
military housing title) of the National Housing Act which would otherwise 
expire on July 1; 

3. Authorization to extend the several dead-line dates now prescribed in title 
VI of the Lanham Act with respect to the disposition of federally owned war and 
veterans’ housing, particularly the dead-line date of June 30 after which vacan- 
cies which occur in temporary housing may not be filled regardless of the urgency 
of the need; and 

4, An extension of the direct home-lone program of the Veterans’ Administra- 
tion which would otherwise expire on June 30. 

After the discussion of these matters, you asked to be kept advised of changes 
in the status of the present title II authorization. It now appears that the 
authorization ‘will be exhausted some time before the end of this month. 
Next week the FHA plans to require its field offices to make daily telegraphic 
reports on title II commitments and to limit such future commitments to amounts 
authorized by the Washington office in daily telegrams to each field office. At 
the beginning of May slightly over $200,000,000 of the $9,000,000,000 title II 
authorization remained. Although the figures for the month of May have not 
yet been received from the field offices, the seasonal trend in commitments dur- 
ing previous months indicates that most of the $200,000,000 authorization avail- 
able at the beginning of May has probably now been exhausted. The amount 
used during April was about $111,000,000 as compared with $71,000,000 in March 
and $28,000,000 in February. The authorization has been almost exhausted 
despite the fact that the FHA has for some time carried on an intensive drive 
to recapture outstanding unused commitments. In addition to commitments 
already issued, there are approximaely $500,000,000 in applications now under 
examination in the field offices. 

It is becoming increasingly clear each day that the enactment of the Defense 
Housing and Community Facilities and Services Act of 1951 is absolutely essen- 
tial to providing the housing needed for military personnel and civilian workers 
requred to be brought into critical defense areas. The needed additional defense 
workers cannot be brought into the defense areas and kept there unless ade- 
quate housing and community facilities and services are made available to them. 
This lesson was clearly learned during World War II. Now, in a period of 
indefinite mobilization, it is also true of key military personnel, such as skilled 
fighter pilots, naval gunnery experts, and submarine personnel, and combat 
trained Army officers and noncommissioned officers. These key personnel in- 
clude men who have seen 10 or 15 years of continuous military service, much 
of it under conditions requiring them to be separated from their families. Large 
numbers of these men leave the service each month as their terms of service 
expire, because the present period of emergency is one of indefinite duration, 
and these men are not willing to be separated from their families for yet another 
extended period. 

Although the Government is doing everything possible under existing legal 
authority to take care of essential defense housing and community facility needs, 
recent experience demonstrates emphatically the necessity for the additional 
authority contained in the pending legislation. The principal device now avail- 
able in this regard is the relaxation of existing credt controls on a selective 
basis. However, a recent example will clearly illustrate the practical limita- 
tions in meeting the total needs through the use of this device alone. 

A study has just been made of the housing problem created by the expan- 
sion of the Marine Corps Base at Camp Lejeune, N. C. The substantial increase 
of military and civilian personnel at this base has created a need for 8,300 units 
of permanent housing. Maximum utilization of existing housing in the area, 
use of some World War II defense housing, plus new construction (including 
over 2,000 units of military housing to be provided under title VIII of the 
National Housing Act) will provide 4,500 permanent units. This leaves a net 
deficit of 3,800 units. It is probable that, through relaxation of credit controls, 
it will be possible to stimulate the construction of S800 additional permanent 
units. Under present legal authority, the need for the remaining 3,000 perma- 
nent units cannot be satisfied. This is due to the limited inducement which 
the mere relaxation of credit controls can give and also to the fact that exist- 
ing community facilities in the area—water, sewer, and schools—will not sup- 
port the needed additional housing. Also, private financing for additional 
units cannot be aided by FHA under its present authority because the economic 
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status of the community is almost wholly dependent upon the uncertain future 
size of the Marine Corps facility. 

There is also a need in this area for 8,500 additional units of temporary hous- 
ing. In the absence of authority to cope with this problem, the 8,500 families 
requiring shelter during the mobilization period will be forced to continue to 
live in shacks and garages, commute long distances daily, or be separated from 
the family head while he is stationed at the camp. 

Please let me know if there is any further way in which this Agency can be 
of assistance to your committee. 

Sincerely yours, 
RAYMOND M. FOotey, 
Administrator. 

Senator Benton. I just have two brief things I would like to ask 
you about, Mr. Eaton. If you have looked at all the statements pre- 
sented by trade association executives, during this hearing, I think 
you will share my view of the relative caliber and quality of. your own 
statement this morning. 

Mr. Earon. I have not had the opportunity of so doing. 

Senator Benton. On this question of licensing businesses, I agree 
with you that it sounds terrifying today to the business community. 
As you say, it sends chills up and down their spine. Now, of course, 
the purpose is to help enforcement of wage and price stabilization 
policies which you advocate. It is to prevent the small company 
epeneng up and violating the wage and price stabilization policies, 

r the big companies readily violating them. And I would like to 
ist this paragraph to you from the record of the last war and have 
you comment on it. Because the question is whether, even though it 
sends the chills and seems terrifying, it may not be the easiest and 
most expeditious and economical method of enforcement. 

As you know, everybody has a license automatically. You do not 
go out and license people. All 4 million of our business people are 
automatically licensed. All you have to do is put your name on the 
door, and you have your license. 

The effective nature of the licensing is evidenced from the experience of the 
OPA in the last war. From the inception of price control in 1942, through March 
31, 1945, there were issued 32,000 license warning notices. 


Now, that is not many, compared to 4,000,000 businessmen. 


However, as at May 1, 1945, only 325 license suspension suits had been filed 
in court. ‘ 


z ou know, you can always appeal to the court. So there were only 

5 suits over that stretch of over 3 years. 

Out of 116 suits completed on that date, 101 resulted from orders of suspen- 
sion, varying from 2 days to 1 year, depending on the nature of the violation. 

Now, I give you those figures to show that the cold chills do not 
seem to be borne out by the way this was applied during the last war. 

Mr. Eaton. Senator, you are speaking of past experience. Expe- 
rience is a good guide, but not always an accurate guide as to what 
may happen in the future. In general, where there is power delegated, 
we find that that power sooner or later is utilized. We thing it is 
dangerous and an unwise and unnecessary step. There are « ert: ainly 
other methods of enforcement that can be ‘used without setting up this 
licensing. I believe compulsory licensing has been advoc: ated in var- 
ious bills that have been before Congress for years. Congress has 
never seen fit to approve such a proposal. 

Senator Benron. I would never approve of it except in times of 
crisis and emergency. 
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Mr. Earon. Yes; it is true that they have in somewhat similar 
circumstances. There are different authorities in power now. No 
one could forecast what they would do if they were given this right 
to suspend licenses. 

Senator Benron. I agree with that. You have to weigh it against 
delays; triple-damage suits, the great difficulties of enforcement that 
occur if you do not “have a licensing program. In other words, you 
weigh one evil against another evil, ‘and you say what seems to be the 
better of these evil choices, as is true of so many decisions we are 
making at this time. 

The Cuarrman. Well, I go along myself because I have a State that 
has a lot of small-business people. And, frankly, they do not have 
the wherewithal to keep informed as to what the laws are. In the 
last war I was on this committee. I was on a subcommittee that Sena- 
tor Wagner appointed. Senator Bankhead was chairman. I came 
across people who just did not know about this sort of thing, some of 
these small people. That has been my experience. There are these 
little fellows that do not know. The big-smart fellows know, but the 
others do not have the money to pay the accountants and law yers and 
all the rest. ‘That was my experience here before. That was why I 
was inerested in the discussion between you and Senator Benton. 

Senator Benron. Do you not think, Senator Maybank, that that 
may explain why. of the 32,000 warning notices, they only took 325 
to court? If the man was violating ‘the law through ignorance, 
through lack of knowledge of the law, warning would suffice. 

The Cuairman. I understand that; but when you put a small-busi- 
hess man’s name in the paper or somebody comes around with a sub- 
pena, and the poor fellow does not know what he did, he goes home 
and does not sleep at night, and a lot of his competitors go around 
saying, “They got John yesterday,” or “They got Bill.’ That is the 
thing that worries me. 

Senator Benton. The alternative might be to take them to court 
with triple-damage suits, which is sure to make them worry. 

The Cuairman. When you give the Federal Government the right 
to license everybody that’ has" already been licensed by a city or a 
State, you are inviting confusion. Most people in business alreaily 
are licensed by some agency, city or county or State. 

Senator Benton. Mr. Chairman, as I understand the proposal, that 
isnot it. It does not give the Federal Government the right to license. 
The proposal gives the right to withdraw the license. 

The CuarrMan. Sure; to take the license away. 

Senator Benron. In other words, everybody is licensed automati- 
cally. There is nobody sitting and saying, “We are going to give 
you a license.’ 

The Cuairman. If the small-business fellow violates the law, his 
license can be taken away from him. 

Senator Benvon. This is a proposal to be able to more easily, with 
less red tape, less delay, less cost, less publicity, perhaps, that would 
embarrass the businessmen, to provide enforcement so that men who 
do obey the laws and live up to the regulations are not going to be 
penalized by Government’s inability to enforce the price controls on 
the fellows who want to go in for black marketing or evasion. 

Mr. Earon. Senator, you speak of the licensing : serving as a warn- 
ing and the alternative of a treble-damage suit. You, of course, can 
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be warned without a treble-damage suit. I think if most of these 
people were told how they are violating, and if OPS can make out 
a case that they are violating, they will stop without either having 
their license taken away or being threatened by the prospect of a 
treble-damage suit. 

Senator Benton. I was going to make one other comment. It may 
interest you to know that ex-President Hoover has written Mr. DiSalle 
and expressed himself as saying that he thinks this license provision is 
necessary. So it is not wholly Mr. DiSalle and his boys who come to 
the conclusion that they need this provision for a most ready and 
effective enforcement. 

On your page 6, on the certificates of necessity, have you, prior to 
this emergency, you or your association, made studies that would 

‘ause you to advocate the abolition of Treasury regulations controlling 
obsolescence, amortization, depreciation, so that any businessman 
could charge off and depreciate and amortize as rapidly as he wished 
at any time? 

Mr. Eaton. We have testified at previous hearings in support of a 
proposal that a businessman be allowed to amortize as fast as he 
sees fit, or, if there is objection to that, not more than 5 years. We 
realize the difficulties at the present time of putting that into effect 
generally, because of the loss of revenue when revenue is badly needed. 

Senator Benton. And because we have the excess-profits tax. The 
excess-profits tax is what seemed to be a temporary tax. 

Mr. Eaton. At the present time. 

Senator Benton. May I say that I wholly associate myself with 
your objective as to this trade association, and I think one of the 
greatest things that could happen for the long range development 
of the American ec onomy would be to get rid of this mass of Treasur Vv 
regulations controlling amortization and obsolescence, and to permit 
the businessman to depreciate as fast as he wanted. Further, with 
rising tax rates over a period of years, the Treasury would have made 
money if it operated that way during the past 20 years. Had you 
submitted your viewpoint here to Mr. Gibson, that small companies 
have been pushed aside while applications of bigger concerns have 
been acted upon ? 

Mr. Eaton. No; we have not. 

Senator Benton. May I say that when he was before this committee 
he agreed to look into that subject. I do not know that we have a 
report from him as yet, but I believe that your viewpoint should be 
presented to him and will help strengthen his hand in his efforts 
to do this. And may I suggest that you, through your membership, 
do everything you can to advocate that viewpoint, because it is badly 
needed ‘by Mr. Gibson, in my judgment, and his associates. And I 
wholly concur with what you say. 

Mr. Earon. Thank you, sir. We will follow through on that. 

Senator Bricker. Just one moment, about the licensing authority. 
You know, as do all the members of this committee, that they are not 
going to revoke the license of General Motors or Westinghouse or 
any of the big concerns that are producing war goods, and ‘bring the 
roof down on themselves. So the only field where they can range 
and throw their power around is in the field of small business, the 
little fellow that does not have the lawyers and the accountants, as 
you said a moment ago, to follow through and keep in touch with it. 





~* TH Fe ee eee ell lOO 


ade th tte Ot be ee el lm oe es ae Ok 


~~ -_ 


TH ow ht ot Oe TCU CO 


— 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 2243 


And even if they do violate, they are not going to revoke the licenses 
of these big firms that are furnishing so much war goods. They just 
do not dare to do it. 

So I think the authority given in the law is adequate to the needs 
of the Government for proper enforcement. I do remember some of 
the experiences we had during the World War. I remember the black 
market label that was put on some businessmen that were, within their 
own judgment, operating perfectly legitimately within the rules and 
regulations. And I also remember that after the war they hired a 
lot of chiseling lawyers to look into old cases and look up old viola- 
tions and file suits against them. I know one case where OPA in my 
State had authorized the activities, and yet the man was sued for 
some $30,000 after the end of the war on the basis of triple damages 
and had to pay because he could not stand the lawsuit. 

The Cuarrman. Any further questions ? 

Senator Dirksen. One question, Mr. Chairman. 

Mr. Eaton, does your association file figures showing the disappear- 
ance of skilled men into industry, where higher wages are offered ? 
Have you any definite figures on it for the country ? 

Mr. Eaton. The only thing that would bear on that, Senator, is the 
data we collect on employment of a good share of our members. Not 
all of them send in their records. They do not have the accountants 
and clerical help that bigger concerns have. Whereas the backlog in 
unfilled orders has been going up rapidly, employment has stayed 
stationary or practically so for 4 or 5 months. It is now somewhat 
under what it was in 1947. The unfilled orders in backlog are way 
above what they were in 1947. Our men are anxious to employ skilled 


help. They are doing everything they can to find them. They are 
training where they can. But it is a very weak outlook now for train- 
ing apprentices. They will be taken into the Army soon after they 
start. And in general there is a great demand for skilled men, and 
it is magomres to find them. 


The Cuarrman. Any further questions? 

Senator Bricker. Another place where I think your trade associa- 
tion would help is in the field where the manufacturers order is issued, 
a very complicated and complex order that you cannot understand 
after reading it. It takes half a day to read it. I know one associa- 
tion that tried to boil that down to five or six pages so that the average 
small-businessman could read it and understand what he had to do. 
Now, in the formulation of that order, your trade association executive 
would have been very, very helpful in putting it into understandable 
language so that their membership could comprehend exactly what 
they had to do under the order. It is not only impossible to under- 
stand it, it is almost impossible to read it and go back and pick up the 
references, and so forth and so on. 

Mr. Eaton. That is very true. 

Senator Benton. Mr. Chairman, in the light of this interesting 
news story that you just passed over to me, saying there would be no 
write-off applications, no more certificates of necessity after June 15, 
until they finish considering the 7,000 they now have, would it be in 
order for our committee to query Mr. Gibson? Have we had a report 
from him on whether he is giving this priority to the applications of 
the smaller business men which he said he would look into? 

The Cuatrman. No, I do not think we have a report, except that 
he made some comment on the amendments here the other day. 
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Senator Benton. Mr. Eaton’s testimony brings that to the fore- 
front. I would hope that a bill could be pulled out of these 7,000 
applications and, in light of Mr. Eaton’s testimony, be given most 

rapid consideration, the most rapid that can be accorded it in line 
with other emergency demands that must exist. 

The Cuarrman. Mr. McKenna cut that out of the Wall Street Jour- 
nal this morning. But I do agree with you that certainly they ought 
to get to these “small-business applications, and certainly they will 
have to if they are not going to consider any more until after June 14. 

Senator Brenton. I would think we could take Mr. Gibson’s testi- 
mony plus the testimony of this morning as an excuse for a further 
follow-up. 

The Cuarrman. Did I understand you to say, Mr. McKenna, when 
T asked you to bring that to me, that the Administration had made 
some remark about the amendment that I had ?¢ 

Mr. McKenna. I understood, sir, informally, that their objection, 
if any, to the amendment was that it might create some administrative 
difficulties in handling urgent cases. That was an informal comment. 

(Mr. Gibson’s letter on this matter will be found on page 254.) 

The CuatrmMan. Well, it has been suggested that we ask again 
about the small-business applications. 

There being no further questions, we want to thank you. 

Senator Brenron. It seems that a trade association executive had 
an effect down here in Washington. 

Mr. Earon. I appreciate very much the consideration I have had, 
gentlemen. 

The CHarrman. I might say that that is a quorum call. We have 
a vote coming up. We will be voting all afternoon, so we will recess 
until 2:30 and reconvene in the old Supreme Court Room of the 
Capitol. 

(Whereupon, at 12:10 p.m., a recess was taken until 2:30 p.m., 
this same day.) 

AFTERNOON SESSION 


The CuatrrmMan. The committee will come to order. 

The first witness scheduled is Mr. Swift. Mr. Swift, will you come 
forward. 

Mr. Swirr. Thank you. 

The Cuamman. Will you proceed in your own way, Mr. Swift. 


STATEMENT OF HARLEY L. SWIFT, PRESIDENT AND GENERAL 
MANAGER, HARRISBURG RAILWAYS CO., HARRISBURG, PA., 
REPRESENTING AMERICAN TRANSIT ASSOCIATION 


Mr. Swirr. My name is Harley L. Swift. I am vice president of 
the American Transit Association and president of the Harrisburg 
Railways Co. which operates the local transit system in Harrisburg. 
Pa. I am substituting for Mr. Bollum, president of the Sprinfield 
Street Railway Co., who was unable to present the paper today due 
to illness. 

I appear before you today for the American Transit Association 
of 292 Madison Avenue, New York 17, N. Y., to express the views 
of the members of the association with respect to the proposal to 
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amend the Defense Production Act of 1950 which, in paragraph (v) 
of subsection (e) of section 402, now provides that transit fares shall 
be exempt from the act’s price stabilization provisions. 

The Cuarrman. You are under State supervision today. 

Mr. Swirr. Yes, sir. 

The Cuatrman. I can only speak for myself, but it is not the in- 
tention 

Senator Carenartr. And you can speak for me. 

The CHatrmMan. We do not want to control organizations that are 
under the control of State bodies. 

Senator Carenmart. I join you in that. 

Senator Bricker. Either publicly owned or publicly operated. 

The Cuarrman. That is right. For instance, you have local con- 
trols in New York or Pennsylvania or my own State of South Caro- 
lina, and I do not think it is up to the Federal Government to super- 
impose another control. 

Mr. Swirt. That is the way we feel. 

The CuHarrMan. That is the way I feel. I would just want that 
statement in the record, if I may suggest it. 

Senator Bricker. The committee voted that way last year. 

Senator Carenart. Yes; we turned it down. 

The CHamman. We appreci late your coming in here and substan- 
tiating what we did a year ago. * What is the use of the State of South 
Carolina having a public utility commission to control railroad rates 
and other rates? 1 do not mean to be personal, but the same thing 
would apply to other States. The Government should not super- 
unpose controls on them. 


Mr. Swirr. I appreciate that very much. That is our position in 
the matter and we would like to be recorded as such. 

The CuHarrMan. I do not know what will happen in the future in 
the Senate—but oaking for myself I feel that way about it. You 
could not convert Senator Bricker or Senator Capehart or myself. 

Mr. Swirr. You are already converted. Thank you very much. 

(The prepared statement of Mr. Bollum follows :) 


STATEMENT OF H. L. BOLLUM REPRESENTING THE AMERICAN TRANSIT ASSOCIATION 


My name is H. L. Bollum. I am president of the Springfield Street Railway 
Co. which furnishes local transit service in Springfield, Mass., and vicinity. 
I am president of the American Transit Association of 292 Madison Avenue, 
New York 17, N. Y., and express the views of members of the association with 
respect to the proposal to amend the Defense Production Act of 1950 which, in 
paragraph (v) of subsection (e) of section 402, now provides that transit fares 
shall be exempt from the act’s price stabilization provisions. 

The American Transit Association is a voluntary trade association whose 
operating member companies transport more than SO percent of all persons using 
local transit facilities in the United States each year. Rapid transit cars, 
streetcars, motor buses, trolley coaches, or various Combinations thereof are used 
by these companies in transporting persons in cities and towns of various sizes 
throughout the United States, including all of the major cities. 

Thirty-five of the approximately 1,400 transit systems operating in the United 
States are publicly owned and operated, including those systems which serve 
some of our major cities such as New York, Chicago, Detroit, Cleveland, Boston, 
San Francisco, and Seattle. 

The rates of fare of privately owned transit companies are without exception 
strictly regulated either by the Interstate Commerce Commission, by a State 
commission, or by a municipality and such regulation also generally includes 
control over the quantity and the quality of the service operated. 

Except for Metropolitan Transit Authority of Boston, which must submit its 
proposals for fare changes to the Massachusetts Department of Public Utilities 
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for approval, publicly owned and operated transit systems are not required to sub- 
mit their proposals for higher fares to any independent government agency hav- 
ing jurisdiction to approve or disapprove them. However, the officials who have 
final responsibility for determining the fares of these publicly owned and oper- 
ated transit systems, like the members of all regulatory commissions, are either 
elected by the public or appointed by elected officials. Therefore, the public in- 
terest is given the same careful consideration in fixing the rates of fare of pub- 
licly owned and operated systems as it receives in cases involving the fares of 
private companies. 

If privately operated transit companies aré required to give notice of their 
applications for higher fares to the President or to an agency such as the Office 
of Price Stabilization and to consent to the timely intervention by such agency 
during the hearings on applications, it will result in further delays in the 
procedure for hearing such cases at a time when serious delays are already being 
experienced by many companies. It is not unusual for from 6 to 8 months to 
elapse between the time that an application for a transit fare increase is filed 
and the date upon which the higher fare is permitted to be made effective. For 
example, the application for higher fares filed by Pittsburgh Railways Co. on 
November 19, 1948, to become effective December 20, 1948, finally beame effective 
on November 23, 1949. The same company, in a subsequent case filed January 
4, 1950, waited until August 11, 1950, for final approval to make the increase 
effective. Capital Transit Co., of Washington, D. C., likewise filed an application 
for a fare increase on January 11, 1950, and the increase was not approved 
until June 28, 1950. 

These delays, plus the fact that in many cases the regulatory agency has 
granted only a portion of the fare relief sought, have caused the revenues of 
many companies to lag dangerously behind increasing labor, equipment, and 
material costs which become effective immediately or even retroactively in the 

ase of wages. 

In those responsible for the successful operation of publicly owned and operated 
transit systems are prohibited from increasing fares without the approval of 
the Office of Price Stabilization, it will not only be an unwarranted usurpation 
of power by the Federal Government but it might threaten the very existence 
of such systems since the charters under which some of them were created 
make it necessary that they be operated on a nonprofit but self-sustaining basis. 
This means that the officials in charge of such systems must increase fares when 
increased costs make it necessary in order to avoid deficits. It is unsound to 
substitute the judgment of OPS officials in the matter of fares for that of local 
officials who are thoroughly informed as to the facts and are responsible to the 
public for the successful operation of the systems. 

During World War II and the period which immediately preceded it, few 
transit systems found it necessary to make application for fare increases due 
to the increased transit riding, particularly during the period when restrictions 
were placed on the use of private automobiles. 

The chart attached as appendix A shows the trend of passenger traffic of the 
industry since 1989. You will note a steady decline since VJ-day with riding now 
at about the 1941 level. This rapid decline has made it necessary for most transit 
companies to increase fares on one or more occasions since VJ-day. 

The table attached as appendix B shows the results of financial operations 
and return on investment for the industry during the period 1933 through 1950. 
You will note that since 1946 the industry’s operating revenue has remained 
fairly constant but its rate of return on investment has declined despite increased 
fares since labor and other costs have shown such a rapid increase during this 
period. Labor costs now represent almost 60 percent of the industry’s operating 
revenues, yet the Wage Stabilization Board is about to schedule hearings before 
a public panel on the question of whether transit wages should remain subject 
to its wage stabilization regulations since transit fares are now exempt from 
price stabilization by OPS. Of course, labor costs should be stabilized, as fares 
already are strictly regulated. 

Unless costs can be effectively stabilized it appears that this essential industry 
will require further fare increases in the near future since the present prospect 
for increased traffic is not generally encouraging under present conditions of large- 
scale automobile production and usage. 

We sincerely believe that present regulatory procedures afford ample protec- 
tion against unwarranted fare increases of an inflationary nature. Therefore, we 
urgently recommend that paragraph (v) of subsection (e) of section 402 of the 
Defense Production Act of 1950 be left unchanged. 
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APPENDIX A 
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The Cuarrman. The next witness is Mr. Idol, general counsel of the 
American Trucking Association. Suppose you go ahead and when 
there is a quorum call we will have to leave. 


STATEMENT OF EDGAR S. IDOL, GENERAL COUNSEL, AMERICAN 
eTRUCKING ASSOCIATIONS, INC., WASHINGTON, D. C. 


Mr. Ipou. Yes, sir. My name is Edgar S. Idol. I am general coun- 
sel of American Trucking Associations, Inc., with offices at 1424 Six- 
teenth Street NW., Washington, D. C. ATA is a federation of State 
associations, representing all types of motor carriers of property, both 
private and for hire. 

Our position, Mr. Chairman and gentlemen of the committee, on one 
point at least is quite similar to the one you have decided for our 
friends in the transit industry. 

The CuarrmMan. We believe where you have State and local control 
it is better than Federal control. If there is anything else you want to 
speak about, you can do that. 

Mr. Ipor. We have three points. First I would like to tell you the 
reason for our extreme interest in the problem. As I have outlined in 
my statement, the trucking industry almost went bankrupt during 
World War II on a gross of between $600 million and $750 million. 
We started in earnings in 1942 of some $30 million before taxes. By the 
end of the war in 1945, before taxes, for the same industry were $1,600,- 
000. We think there were three causes for it. The difficulty of obtain- 
ing supplies; equipment and manpower was important. Excessive 
income taxation was important. But excessive delays in making price 
adjustments to compensate for cost increases was one of the very 
important things with which we were confronted. 

The Cuarrman. Who regulates you now on rates? Will you give 
that information for the record ? 

Mr. Inport. The Interstate Commerce Commission has authority to 
regulate all prices for interestate operations. It also has authority to 
regulate all operations within municipal areas. That authority is con- 
ditional. The Commission is not required to exercise it unless it finds 
from time to time that such regulations are necessary in the public 
interest. As of the present, prices are not controlled w ithin municipal 
areas by the Commission generally. 

Senator Bricker. The only power they would have is if there is 
discrimination against interstate commerce. 

Mr. Ipou. No, sir. They would have the same authority over maxi- 
mum prices as over other carrier operations. They can subject munici- 
pal operations under full control. 

Senator Bricker. That is on the ground of discrimination. 

Mr. Ipo.. Maximum reasonable rate of authority, Senator. 

Senator Bricker. Only on a discriminatory basis. 

Mr. Ino. No, sir. 

Senator Bricker. I do not know what the law says, but I know what 
the Constitution says. If it is intrastate commerce the Federal Gov- 
ernment has no jurisdiction. 

Mr. Inox. As to intrastate traffic I would agree with you, sir. But 
the great majority of movements within cities are construed to be 
interstate commerce. 
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Senator Bricker. If it is interstate commerce, yes. But if it is 
intrastate commerce, there is no jurisdiction that the Federal Govern- 
ment has unless there is interference there. 

Mr. Inot. That would be correct. 

Senator Caprnart. But you move a lot of merchandise within a 
city that came from another State. . 

Mr. Ipot. A tremendous majority. 

Senator Bricker. Then it is part_of an interstate shipment. 

Mr. Ipot. Yes, sir. The very great percentage of all the intercity 
movements are under that theory of law well founded held to be 
interstate and it is a practical impossibility to attempt to apply one 
rate on intrastate and another one on interstate commerce. 

The Cuarrman. You will have to excuse us because that is a call 
to vote. 

(Brief recess. ) 

The Cuatrman. Go ahead, sir. 

Mr. Inox. On the subject we were discussing, Mr. Chairman, and 
gentlemen, the local cartage operators have a separate conference in 
our association. They have considered the matter at length in their 
particular conference. They have adopted a resolution on the subject 
which is incorporated in my statement. 

The Cuatrman. Without objection your full statement will be made 
a part of the record. 

Mr. Inout. They call your particular attention to the fact that during 
the Emergency Price Act of 1942 local carriage carriers were exempted 
from the price regulation with no ill effects noted as far as we have 
heard from any source. There were no substantial increases in price 
levels. 

The CuatrmMan. Are they regulated under the present law? 

Mr. Inox. They are not currently regulated. They are subject to 
the Commission’s power to regulate them at any time it so sees fit. 

The Cuarrman. The Interstate Commerce Commission ? 

Mr. Inou. Yes, sir. 

Senator Bricker. Is that on joint rates or single rates? 

Mr. Inox. On their own rates applied to interstate commerce. Under 
section 302 (b) of the Interstate Commerce Act there is a conditional 
exception for operations within municipal zones but only for whatever 
time the Commission chooses it to remain in effect. We have one 
further point. The contract carriers are subject to complete juris- 
diction. They are subject to the Interstate Commerce Commission 
but the Commission does not have authority over their maximum rate. 
The carriers were under the same regulation during the last war and 
this act was adopted without objection to that. I think their objection 
is based currently on their experience to date. Their rates were 
frozen. To date there has been no procedure established for relief. 
They have experienced a number of cost increases. 

The Cuamman. The law gives them that right. The law insists 
that they should set up some over-all organization to look into the 
hardship cases. 

Mr. Ino. It does. But administrative difficulties are extreme in that 
case. It is an impossibility to devise over-all price ceilings for contract 
carriers. ‘Their services in general are a substitute for private cartage. 
They are made under entirely different conditions from common- 
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carrier services, so it becomes necessary administratively for authori- 
ties regulating their prices to look into the structure of each individual 
operation. It is a tremendous task. 

The Cuairman. I can understand that because the public carriers 
themselves are way behind, as you can well understand. That is what 
the testimony was before us. 

Mr. Inout. Yes, sir. Like the local cartage operators, the contract 
carriers have their own conference. They have been meeting on their 
subject and they have incorporated in my statement a resolution on 
which they request your consideration. The particular suggestion 
they have is this: They don’t believe that they should be completely 
exempt from price control and they recognize ‘the fact that the Com- 
mission cannot exercise that control. They suggest to you that their 
price control be limited to cases in which their shippers make com- 
plaint to the price stabilization authority; that they be required to 
give 30 days’ notice of any increase in their rates and that at any 
time any shipper concern makes a complaint to the price stabilization 
authority on it he would have authority to suspend the effectiveness of 
that pending a determination. 

Senator Bricker. Do they have to file rates on each shipment ? 

Mr. Inout. No. But they are required to file minimum-rate sched- 
ules with the Commission and to have particular written contracts 
with each shipper which do set forth precisely their charges. Their 
suggestion is this: At any time they propose an increase or a change 
in their contract they must give their meoees | 30 days’ notice, allow 
him opportunity to appeal to the price stabilization authorities and 
give the Price Stabilization Office authority then to suspend the 
effectiveness of that increase pending determination. The precise 
language which they ask to be incorporated in the law is set forth in 
the statement. 

The CuarrMan. They have the authority under the present law. 

Mr. Ivot. The stabilization authority does not have that authority; 
no, sir. I beg your pardon. They do. The stabilization authority 

‘an prevent any increase from becoming effective. 

The Cuamman. Anything further, sir? 

Mr. Ino. That is a complete summary, Mr. Chairman, of my state- 
ment. 

The Cuarrman. We appreciate your coming here to testify. When 
I say that I know those that are not here will read the statement. Are 
there any questions ¢ 

If not, I understand you wanted to make three points, one of which 
we discussed with the previous witness. 

Mr. Ipon. Yes, sir. The proposed change in which you would have 
double regulation in the form of a notice. 

The Cuamman. I do not think you will have that. The other two 
points we will give adequate consideration to. 

Senator Benton. Did you sponsor Ted Granik’s radio program at 
one time / 

Mr. Ipou. We did at one time. 

Senator Benton. You had a very fine radio program. 

Mr. Ipot. Thank you, Senator. I am sorry we could not afford it 

any more. 
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The CuarrMan, I wish you would listen to what Mr. DiSalle said, 
and I quote: 


Contrary to popular notion, a large area of carrier and utility rates is not now 
regulated by any public body. For example, in most States the rates of trucks 
hauling agricultural commodities are not regulated. Leaving these unregulated 
widens the spread between farmer and consumer. Truck rates generally are 
not regulated in three States, electric utility rates are not regulated in six States, 
gas company rates in six, telephone company rates in three States, and water 
company rates in seven. Only 12 States_regulate the rates of publicly owned 
electric utilities, and only 9 of those have cooperatively owned ones. And there 
are many other broad exceptions to rate regulation of utilities. 

Mr. Inox. I would like to comment on that, if I may. 

The Cuarrman. I think it is very important because I certainly 
don’t want to be a party to putting any regulation over a State regula- 
tion. We asked for this specific information. 

Mr. Inout. Mr. DiSalle is correct in his statement that the rates for 
the transportation of agricultural commodities are not now regulated 
generally. My answer to his proposal for correcting it would be that 
it will be completely worthless. The carriers now handling agricul- 
tural commodities on an unregulated basis are in general single- 
owner operators who have no fixed place of abode and no office at 
which he could ever locate him to prosecute him. The correction for 
that is to regulate those rates through the Interstate Commerce Com- 
mission. 

The Cuarrman. How can he regulate those rates if the fellow that 
came to Washington from Florida said, “This is my truck and these 
are my products.” 

Mr. Inout. No one would be able to regulate under those circum- 
stances. 

The Cuatrman. The Constitution does not allow him to do it. 

Mr. Inou. That is correct. No one would be able to regulate them 
under any circumstances. 

The CHarrMan. You cannot regulate them. 

Mr. Inou. They are the category of private transportation and 
nothing can be done about it at all. 

The Crarrman. I had an experience of that kind when I was mayor 
of Charleston. Vegetable trucks and orange trucks came to the city 
of Charleston and said their loads were off their groves or plantations. 
Although the city merchants paid for a license no one could touch 
them. I do not know if Mr. DiSalle knows that or not. 

Mr. Ipot. I don’t think he ean. 

The Cuarmman. I know that. 

Senator Bricker. A great deal of farm trucking is not hauled by 
truckers. It is hauled by a fellow farmer who provides the service. 

The Cuatrman. Certainly. 

Mr. Inout. Yes, sir. Is there anything further, Mr. Chairman? 

The Cuatrman. That is all. 

(The prepared statement of Mr. Idol follows.) 


STATEMENT OF EpGAr §S. IpoLt, GENERAL COUNSEL, AMERICAN TRUCKING 
ASSOCIATIONS, INC, 


Mr. Chairman and members of the committee, my name is Edgar S. Idol. I 
am general counsel of American Trucking Associations, Inc., with offices at 1424 
Sixteenth Street NW., Washington, D. C. ATA is a federation of State associa- 
tions, representing all types of motor carriers of property, both private and 
for hire. 
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During World War II the for-hire motor carrier industry sustained serious 
financial reverses. In 1942, the first year of the war, intercity class I carriers 
of property handled $600,000,000 worth of business and earned a taxable income 
of $30,000,000. In 1945, the last year of the war, volume had increased to 
$746,000,000, but taxable income was down to only $1,655,000. After 
taxes, the industry as a whole was actually in a deficit position in 1945. 

It is a simple matter to point out the factors responsible for the state of near 
bankruptcy to which the industry was reduced. 
reasons: 

1. Shortages of manpower and equipment. 

. Excessive income taxation, based on prewar dollar values and earnings. 
. Excessive delays in making price adjustments to compensate for cost 
increases during an inflationary period. 

Quite naturally our industry does not want to see the experience of World 
War II repeated. We are taking steps to insure allocation to our industry of 
essential materials and manpower. To the best of our ability we are fighting for 
tax policies which will enable carriers to maintain a sound financial position. 

My appearance before your committee today is in furtherance of the third 
principal point of our program, namely, to make it possible for the industry to 
meet cost increases authorized under the general price control program without 
the long delays and duplicating controls which contributed so greatly to our 
difficulties during World War II. 

Three different segments of the motor carrier industry are affected, in entirely 
different ways, by proposed amendments to and extension of the act. The specific 
provisions of 8. 1397 with which we are concerned are found in paragraph (v) 
of subsection (e) of section 402. 


income 


There were three principal 


SUMMARY 
Extension of controls 

Section 402 (e) (Vv) now exempts from control “rates charged by any common 
carrier or public utility.” S. 1397 would amend the law by making the exemption 
applicable only to those utilities “whose proposed increase in any rate or charge 
is subject to control by a Federal, State, municipal, or other public regulatory 
authority * * *.” The principal effect of this amendment would be to bring 
under price control the rates of local cartage carriers, the only substantial group 
affected by the proposal. Price control over such utilities is unnecessary in 
normal times, as evidenced by the fact that neither Federal, State, or local 
authorities has ever attempted it, although intercity carrier operations are 
almost universally subject to rate control. The explanation of this state of 
affairs is found in the highly competitive nature of the business, the insurmount- 
able administrative difficulties involved as the result of the great number of 
small carriers in the business, and the complexity of and wide differences in the 
types of service rendered. That such controls are also unnecessary during an 
emergency was amply demonstrated during World War Il, when the Congress 
very wisely refused to apply special price control measures to local cartage opera- 
tions. The ICC has ample authority to regulate the rates of such carriers if 
economic conditions make that action necessary or desirable. The amendment 
should be rejected. 


Proposed extension of notice requirements 

Under the present act, public utilities engaged in supplying property or serv- 
ices for resale to the public are required to give 30 days’ notice of any increase 
in the OPS. No similar requirement is imposed upon carriers who furnish 
service direct to consumers. The proposed amendment would require regulated 
carriers to give 30 days’ notice of proposed increases, not only to State and Federal 
Commissions, but also to the Price Administrator. 

On the surface, the request for such notice appears innocent enough. No 
practical difficulty is encountered by regulated carriers in simply sending copies 
of their tariffs and supplements to OPS. 

However, during World War II, a similar requirement resulted in the carriers 
being forced not only to give notice of increases, but also to justify them to 
the Price Administrator. The result was an enormous amount of unnecessary 
work, delay, and expense. At the request of the Director of Price Stabilization, 
motor carriers are now voluntarily giving notice of OPS of all important changes 
in their price structures. Even if this were not done, the Director could very 
easily obtain such information from the files of the regulatory authorities. The 
proposed amendment should not be adopted. 


83762—51—pt. 3——18 
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Regulation of contract carrier rates 


The present law gives the Price Administrator full control over rates charged 
by contract motor carriers, and that contrel would be extended without change 
under S. 1397. Natural competitive conditions in the transportation industry 
make it generally impossible for contract motor carriers to obtain excessive rates 
for services; it is administratively impossible for any agency to pass upon and 
approve intelligently each individual increase in contract carrier charges; the 
public interest will be protected and the price stabilization program better 
served if the authority of the Director is limited-to passing upon those increases 
which appear to be excessive. thy 

However, since no regulatory authority presently has power to control the 
maximum rates of contract operators, the OPS should have notice of and power 
to prevent any contract carrier from taking advantage of shippers in those un- 
usual situations where excessive charges might be collected. To accomplish 
this purpose we suggest the following amendment to section 402 (e) (v): 

The authority conferred to control maximum prices shall not be exercised 
with respect to the following: 

Rates charged by any contract carrier by motor vehicle provided, however, 
that no contract carrier shall make any increase in its charges for services sold 
by it unless it first gives 30 days’ notice to the shipper or shippers who are to be 
charged such increased rates and the Office of Price Stabilization may, upon the 
complaint of a shipper or shippers, investigate such increased contract carrier 
charges. The Office of Price Stabilization may suspend such charges for a 
period of 30 days during the pendency of the investigation. The Office of Price 
Stabilization, after due investigation, may declare such increased contract Ccar- 
rier charges unlawful if it is found that they are not compatible with the stand- 
ards of the price stabilization program in that they are inflationary and are not 
consistent with increased costs and would result in an unreasonable return for 
services preformed. 

STATEMENT 


Extension of controls to unregulated motor carriers 


In his statement before this committee, Director DiSalle said that the Con- 
gress did not intend to exempt rates otherwise unregulated. We take issue with 
that statement. If, in enacting the 1950 act, the Congress had intended to limit 
the exemption to regulated carriers, it would have been a very simple matter to 
earry out that intention by appropriate language. We believe the real fact is 
that Congress simply followed the policy adopted during World War II, when all 
common carriers, both regulated and unregulated, were exempt from price con- 
trol. During the last war no great profits were noted in any section of the truck- 
ing industry, no freight companies emerged with swollen profits, and no injury 
was noted to the national economy. 

The proposal for extension of controls is presented to the Congress without 
resonable support. If there are any reasons why controls should be exercised 
over this segment of the trucking industry, then they should have been supplied 
to this committee. 

The Local Cartage National Conference opposes the extension of controls for the 
following reasons: 

Administration of comprehensive rate controls over local cartage common 
-arriers Was discarded by Congress when the Motor Carrier Act was enacted in 
1935. At that time Congress, after a very lenthy and searching inquiry, found 
that it would be impractical and inexpedient to attempt to bring all motor com- 
mon carriers under rate control, and Congress, therefore, exempted from rate 
controls all such common carriers doing an interstate business within our cities 
and their commercial areas, since 1935, no reason has been found to change that 
wise and proper finding. 

Administration of any rate controls over local cartage common carriers has 
been attempted by only four of the States. State regulation over motor common 
earriers has been in effect for many years, and, as of this date, only California, 
Oregon, Pennsylvania, and Washington have attempted, either partially or in 
any manner, to control rates of motor common carriers operating within their 
cities and adjacent areas. 

If Congress and the legislatures of the States have found it inexpedient and 
useless to attempt such rate controls of local common carriers after many years 
of careful investigations, why the necessity of now attempting such rate controls 
and vesting the power of such controls in a body totally lacking in the necessary 
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knowledge and experience of the rate-making bodies, such as the Interstate Com- 
merce Commission or the public service commissions of the various States? To 
do so would certainly serve no useful purpose. 

Using OPA as an example, the record is replete with illustrations of where 
OPA became nothing much more than a nuisance with their interventions before 
rate bodies, such as ICC or the State commissions. Their tactics were found 
to be little more than bureaucratic delaying tactics, with little or no basic knowl- 
edge or reason for attempting to avoid rate adjustments that were, when meas- 
ured by men skilled in rate making, found justified. If rates of common carriers 
are to be controlled, they should be controlled by the proper commissions set up 
for that purpose. 

There is no need for any public controls over the rates of local cartage com- 
mon carriers. When a common carrier is given a franchise to serve a given 
locality, and the public must use such service, there is need for some control 
over his charges. But local cartage common carriers have no monopoly in any 
territory, but operate over the whole of a metropolitan area where they are highly 
competitive with each other. Local cartage common carriers do not operate on 
any fixed schedule of rates for the simple reason that scarcely any two opera- 
tions are alike. For example, two mercantile establishments may be selling ex- 
actly the same commodity in the same city but the rates for distribution will be 
entirely different because one establishment is located and does business in a 
highly congested area, while the other does business in a suburban area. Hence, 
rates of local cartage common carriers are generally fixed by competitive bidding. 
which always guarantees the lowest possible rates. 

Competitive situations prevent unfair pricing; no price can be fixed on a 
service that cannot be defined with some degree of accuracy. Such is the truck- 
ing business of common carriers operating within cities and their adjacent com- 
mercial territories, known as local cartage operations. Rates must be predicated 
on the quantum and cost of the service to be performed. 

Under this competitive bidding system there can be no policing of any rates 
charged by these local cartage common carriers. Any attempt to fix or freeze 


the rates of the few well-established large operators of any community im- 


mediately exposes them to the loss of business to the small or single-truck 
operator who keeps no records—scoffs at any thought of any regulation—and will 
pay no attention to such controls, even if he knows about them, until he is brought 
to the bar of justice—and that could not be done by the multitude of enforcement 
people of the days of the OPA (1943-45). 

Control of prices of services of local cartage common’ carriers would serve no 
useful purpose but would cost Government and industry untold millions. These 
carriers operate over such short distances that rates generally amount to only 
a fraction of a cent per article. For example, canned goods weigh around 45 
pounds per case of 24 cans, each selling for from 25 to 40 cents. With cartage 
rates standing at 5 to 30 cents per 100 pounds, even a 5-cents-per-one-hundred- 
pound increase—which would amount to an astounding increase for local cartage 
common carriers—such an increase would only amount to about one-twentieth of 
a cent per can. In other words, taking a fairly high rate of 30 cents per 100 
pounds—to increase the cost of a can of vegetables 1 cent would be necessary to 
increase the hauling rate to approximately $1.24 per 100 pounds. That would be 
an utter impossibility. 

During the life of the Emergency Price Control Act of 1942 all local cartage 
common carriers were exempt from price control and no ill effects resulted. 
Throughout World War II such common carriers were exempt from price con- 
trols. During all that period no great profits were noted in this part of the 
trucking industry, no great companies emerged from swollen profits, and no 
injury was noted to the national economy. On the other hand, these local 
common carriers performed a great wartime service. 

The only purpose to be accomplished by eliminating the present exemption 
applicable to all common carriers would be to extend Government bureaucracy 
and Government waste of millions of tax dollars, when there are many other 
places that such effort would be in the public interest. Even by this extension 
of the bureaucracy of the Price Administration Office by the hundreds of em- 
ployees that would be required to attempt, even in a feeble way, to police such 
extension of the Price Control Act. No beneficixl results would be accomplished 
for the American people, but, to the contrary, the new established and easily 
found local common earriers would be required to keep many new records, 
would be constantly harassed by investigations, would find endless and heart- 
breaking delays in attempting to clear records through the Office of Price Stabil- 
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ization (if we can use OPA of World War II as a measuring stick, and we are 
sure we can rely on that record), while the great multitude of such motor carriers 
would, as they did before without .molestation, thumb their noses to any regula- 
tion. , 

For these reasons, the common carriers operating within metropolitan ayeas 
respectfully state that the proposed amendment of section 402 (e) (v) is totally 
unjustified, would set up a law that could not be policed, and would be des- 
tructive of an essential part of the Nation’s transportation system. 


EXTENSION OF NOTICE REQUIREMENTS TO REGULATED CARRIERS 


In his discussion of this amendment before this committee, Director DiSalle 
said “We only want the companies to give us advance notice of-+increases so 
that we have a real opportunity to present our views to the State commissions.” 
lf the matter of giving notice were as simple as it sounds in Mr, DiSalle’s 
statement, we would have no objection to the proposed amendment. But our 
experience under a similar provision during World War II indicates that this 
apparently simple requirement may become a very expensive and troublesome 
problem. 

The Emergency Price Control Act of 1942 limited a similar notice requirement 
to general increases. By interpretation, however, almost any increase became 
a general increase. There are literally hundreds of adjustments made in rates 
every month by common carriers by motor vehicle which have no relationship 
to or affect on general price levels. During World War II, under law similar 
to that here proopsed, we were required to furnish the Price Administrator with 
a detailed statement of justification for every such increase made. That kind 
of work requires men trained in technical tariff and rate matters. Aside from 
the cost of employing such men, they are almost unobtainable during a period of 
emergency such as now confronts us. 

The great mass of small adjustments have no noticeable effect on the general 
price structure. Those which are important are the general increases, affecting 
large areas of important movements of particular commodities. Substantially 
all of the major motor carriers rate bureaus are now giving voluntary notice 
to the Director of all such general increases. That voluntary action is all that 
is required to enable the Administrator to protect the public interest by appearing 
before the regulatory bodies. 

We strongly object to the enactment of legislation which will place any 
admiinstrator in a position to make unnecessary and unreasonable demands. 
Our objection is not intended as a complaint against the officials now in 
charge of price controls. Apparently, there is a meeting of the minds between 
motor carrier executives and price control officials as to what should be done, 
and we have no fear of onerous and unjustified demands being made upon the 
carriers so long as the organization remains as is. But there is no guaranty 
that the same men will be in charge of this program for the period of the 
emergency. 

We think the present situation clearly indicates that there is no necessity for a 
change in the law. No necessity has been shown by Director DiSalle. If the 
committee feels that Some compulsory authority should be given to the Director, 
we strongly urge that it be limited to increases in classifications ratings, excep- 
tions ratings, and class rates. In general, such increases all have broad applica- 
tion, can be justified on records made in the carriers own public docket pro- 
ceedings, and the notice requirement will not be an excessive burden. But no 
general and unrestricted authority should be given which can be construced by 
some future administrative official as requiring justification of increases before 
OPS as well as ICC. 


Control of contract carrier rates 


The maximum charges of contract motor carriers are now controlled pursuant 
to the provisions of the Emergency Price Control Act as implemented by the 
regulations of the Office of Price Stabiliaztion. The regulations of OPS provide 
for no adjustment in charges of contract carriers. An industry committee 
appointed by OPS has met on two different occasions with the personnel of the 
afore-mentioned agency and have made specific recommendations for price ad- 
justment provisions. Up to the present writing no action has been taken. 

Contract motor carriers do not serve the general public, but confine their 
services to persons with whom they have contracts. The services so performed 
are ordinarily those which the shipper could perform in private transportation. 
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The rates charged in the absence of any controls closely approximate what per- 
formance would cost the shipper with its own vehicles. This constitutes a 
natural economic ceiling. However, when labor, materials, and supplies go up, 
these carriers must, if they are to stay in business, increase their charges. Under 
the existing laws and regulations such is not possible. Because of this condi- 
tion many contract carriers are discontinuing the rendition of unprofitable 
services, and the shippers are forced to common earriage, which costs more 
than the contract carrier would charge if permitted to increase its rates. 

The contract carriers recognize that their maximum charges are under the 
Emergency Price Control Act because the same are not subject to the jurisdiction 
of the Interstate Commerce Commission as are the maximum rates of common 
carriers. However, the Interstate Commerce Commission is not obliged to 
approve each and every rate increase filed by a common carrier. It only investi- 
gates those which there is some reason to believe are unlawful, and such investi- 
gation is undertaken upon complaint of an interested party. What is here pro- 
posed would give OPS the same power over the maximum rates of contract 
carriers, 

While the Office of Price Stabilization has issued no regulation providing for 
rate adjustments we are confident that it will do so eventually. Such procedure 
for adjustment will, in all probability, require prior approval of all adjustments. 
Such a requirement will make it necessary to investigate each contract carrier 
price adjustment which will require an enormous staff at considerable public 
expense. Furthermore, it will lead to a great deal of delay which is costly to 
the contract-carrier industry and to the shippers served. Our proposal will 
reduce materially the cost of regulation, eliminate undue delays, and still provide 
a regulatory process which has been successfully used for years. 

The contract carriers are not seeking exemption from price regulation if there 
is a public need for the same. They are simply seeking the type of regulation 
imposed upon other for-hire carriers and a type of regulation which experience 
has shown has served the public interest well. 

Following consideration of these matters by the board of directors of the con- 
tract carriers conference held in Washington, May 9, the following resolution 
was adopted by that body: 

Whereas the natural competitive conditions in the transportation industry 
make it impossible for contract motor carriers to make excessive charges for 
services performed; and 

Whereas it is a practical impossibility for any regulatory agency to approve 
of each individual increase in contract carrier charges: and 

Whereas the price-stabilization program and the public interest does not re- 
quire such approval but will be as well served if the Office of Price Stabilization 
only investigates and passes upon those increases which appear to be excessive ; 
and 

Whereas the Congress of the United States is considering the extension of the 
Defense Production Act of 1950 and the American Trucking Associations will 
represent the views of the motor-carrier industry before the Congress during 
such consideration: Be it 

Resolved, That the American Trucking Associations be requested to present 
the views of the contract carrier conference of the American Trucking Associa- 
tions; and be it further 

Resolved, That the American Trucking Associations be requested to urge the 
Congress to include in any price-control legislation the following: The authority 
conferred to control maximum prices shall not be exercised with respect to the 
following: Rates charged by any contract carrier by motor vehicle: Provided, 
however, That no contract carrier shall make any increase in its charges for 
services sold by it unless it first gives 30 days’ notice to the shipper or shippers 
who are to be charged such increased rates and the Office of Price Stabilization 
may, upon the complaint of a shipper or shippers, investigate such increased 
contract carrier charges. The Office of Price Stabilization may suspend such 
charges for a period of 30 days during the pendency of the investigation. The 
Office of Price Stabilization, after due investigation, may declare such increased 
contract carrier charges unlawful if it is found that they are not compatible with 
the standards of the price-stabilization program in that they are inflationary and 
are not consistent with increased costs and would result in an unreasonable 
return for services performed. 

One further point requires discussion on behalf of contract carriers. In three 
‘States, Massachusetts, Colorado, and California, the public utilities commis- 
sions have authority to require Maintenance of rates by contract carriers on 
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the same level as common carriers. Since the price freeze, increases in rate levels 
ordered by those commissions have resulted in a conflict between rates required 
to be maintained by State authority and ceilings imposed by the Office of Price 
Stabilization. Effective May 1, OPS issued an order purporting to resolve that 
conflict, by giving its regional directors authority to adjust ceiling rates provided 
State regulatory agencies file petitions and submit evidence substantiating their 
rate proposals. That order is not a good solutiton. Under it, the contract car- 
riers themselves are powerless even to apply for relief, and we are advised that 
the State commissions are unhappy about the imposition overriding Federal au- 
thority. Further, the OPS order requires submission by the State public utili- 
ties commission of a petition including a-=certified copy of the State law, a 
schedule of the rates concerned, a schedule of the rates ordered or contemplated, 
the data considered by the State commission in making its findings, and state- 
ment of the findings made or proposed to be made by the State commission, plus 
a copy of any order issued pursuant thereto. 

There is no more necessity for Federal control of contract-carrier rates where 
increases are controlled, authorized, or approved by State regulatory commis- 
sions than for like control of common-carrier rates. We urge correction of this 
situation by an appropriate exemption which will treat such rates exactly as 
other regulated increases are treated. 


The Cuatrman. Mr. Tait, will you come forward, please. 


STATEMENT OF ROBERT C. TAIT, PRESIDENT, STROMBERG-CARL- 


SON CO., APPEARING FOR RADIO-TELEVISION MANUFACTURERS 
ASSOCIATION 


Mr. Tarr. Iam Robert C. Tait, president of Stromberg-Carlson Co., 
Rochester, N. Y. 

I am testifying today on behalf of the 330 companies that compose 
the Radio-Television Manufacturers Association. Accompanying me 
here at the table are Mr. W. G. Peirce, Jr., president of Peirce-Phelps 
of Philadelphia, and president of the National Association of Elec- 
trical Distributors. He agreed to come down here to assist us in the 
possibility of any questions in regard to distribution. 

And Mr. Boni of New York, the firm of Boni, Watkins, Mounteer 
Co., who are economists. I have a brief statement. As a matter of 
fact, Mr. Peirce has a brief statement, if you wish to hear it. 

The CHatrman. We will leave that entirely up to you. You said 
you have to catch a plane. However you want to divide the time, you 
go ahead and do it. 

Mr. Tarr. All right, sir. Our industry is deeply concerned over 
the inequities that are arising in the administration of the provisions 
of the Defense Production Act relating to price control. Such con- 
trols as the General Manufacturers’ Order, CPR 22, and the Ma- 
chinery Manufacturers’ Order, CPR 30, impose profit limitations by 
requiring business to absorb certain important items of cost that are 
not allowed in the pricing computations. The standards established 
for granting relief from price regulations likewise appear to be an 
effort to reduce profits to the economic danger point under the guise 
of controlling prices. Both the regulation and relief standards im- 

ose complex accounting and administrative difficulties which make 
it almost impossible for industry to comply with them. 

We feel strongly that these problems will be a source of increas- 
ingly grave concern to the American economy in the weeks ahead. 
However, since we asked permission to appear here today on the 
specific and unique problem of our industry under regulation W, 
I will devote our allotted time to that subject. Not to this other. 
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This is merly a broad expression of our views in respect to CPR 22 
and CPR 30, but there won’t be time to get into those. 

The Cuairman. Without objection your full statement will be 
made a part of the record. 

Mr. Tarr. Thank you, sir. 

In March and April of this year we requested the Federal Reserve 
Board to modify regulation W in order to grant much needed relief 
to the television industry. Our request was denied. Since that time 
the financial condition of the television industry has steadily worsened : 

1. In manufacturing alone unemployment is well over 50,000 and 
those at work are only piling up inventory. 

In the case of my own company our television lines have been shut 
down completely for 6 weeks. “The figures on unemployment are 

yay understated because all concerns w ho expect to go back in busi- 
ness are naturally holding as many of their people as they can as a 
nucleus to start again. 

Finished inventories are at an all time high. 

3. Many dealers have already gone bankrupt and many others are 
facing the same prospect. 

4. Future military effectiveness is being lost through discharge of 
trained personnel. 

5. The industry is denied access to one-half of its market by the 
Federal Communications Commission’s freeze order. 

6. Regulation W discriminates severely against the low-income 
group. 

The Cuarrman. We have nothing to do with the freeze order of 
the Federal Communications Commission, have we ? 

Mr. Tarr. Not a thing. 

This is the present plight of one of America’s most important in- 
dustries. 

The need for action is apparent. The time for action is now. 

Regulation W has created in the television industry a condition 
contrary to the purposes of the legislation, and it will, unless modi- 
fied, seriously impair the mobilization program in the vital electronics 
industry. It has already become a substantial cause of the distress 
and widespread unemployment now prevalent in our industry. 

We are glad to assume our full share of the burden of readjusting 
the national economy to provide for speedy rearmament, but we are 
confident it is not the intent of Congress to sanction an unfair and 
inequitable distribution of those burdens. It surely was not the in- 
tention of Congress to cause a depression in an important industry. 

Factory inventories in finished TV sets sold for the first 5 months 
of 1950 averaged 65,000 sets. Today they are over 600,000 sets. 

We really don’t know—maybe Mr. Peirce can give you a better 
idea—we don’t know what the inventories in the distributors’ hands 
are. We have some idea of dealers. We know that dealers and dis- 
tributors’ inventories greatly exceed the manufacturers’. 

Senator Bricker. Is this the manufacturers’ inventory alone? 

Mr. Tarr. Yes,sir. That is 600,000 finished sets. 

Senator Carenart. I imagine it ismore than that. 

Senator Bricker. There are half as many television sets in my own 
city in inventories piled up as there are in operation ! 2 

Mr. Tarr. That is penn 

Senator Bricker. I do not believe it. 
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Mr. Tarr. I think that is probably true. But the inventory situa- 
tion is really terrific in this industry now. 

Senator Benron. Under what terms can you now sell under regu- 
lation W? 

Mr. Tarr. I point that out in just a moment, sir. 

Senator Benton. Very well. 

Mr. Tarr. During 1950 for every 5 sets sold 1 set was carried in 
inventory; today for every 5 sets sold, 25 are carried in inventory. 
Similar conditions obtain with distributors aed, dealers. 

We have in the back attached to and made a part of this testimony, 
but I will not take your time to refer to them, several charts prepared 
by Mr. Boni’s organization. I commend your attention to them, but 
all I will do is say “See exhibit 1 or 2 or 3.” 

The effect of the present situation on labor is of special urgency. 
Manufacturers are now forced to lay off workers, and unless sales 
are stimulated quickly a much more serious unemployment. will 
result. 

Presently there are over 50,000 unemployed in the manufacturing 
end of the TV industry alone, as I have already said, and this number 
will increase unless regulation W is modified and quickly. Produc- 
tion in October 1950 averaged over 210,000 sets per week. During 
the last 3 weeks it averaged 77,000 sets per week. Today production 
is off about 65 percent. 

Again, I say that is understated. 

Senator Bricker. Do you have any figures as to those who have 
been reemployed ¢ 

Mr. Tarr. We cannot determine that. In my area the majority by 
far have obtained work in other places and my principal concern | 
know and for my company the situation is that if and when we re- 
sume full production we are not going to be able to get them back. 
They are trained employees. 

Senator Carenart. Do you have any figures on the number of 
unemployed and the inventory carried by the parts manufacturers 
with their parts? 

Mr. Tarr. No, Senator; I have not. When I say the manufactur- 
ing end of the TV industry, the parts manufacturers are supposed to 
be included in that. 

Senator Carruart. I am thinking of the parts that have been 
stopped where the parts manufacturers are still carrying inventories 
that were ordered by the manufacturer and who have not taken de- 
livery of them. That is a tremendous quantity. I know one con- 
cern in Indiana, not a very big concern, that has 100,000 of an item 
they supply to the television industry that runs $10 each. That is 
an inventory of $1 million for this one little fellow. 

Mr. Tarr. Many of the parts manufacturers have come to us and 
said, “You cannot cancel.” We have to take all that is finished and 
in process. 

Senator Carenart. What will happen is that you will eventually 
have to take them. But at the moment the parts manufacturers are 
holding them and can’t get paid. 

Mr. Tarr. And borrowing to hold it, in many cases. 

Defense orders account for a minute percentage of present produc- 
tion and they will not, short of all-out war, take up the slack indi- 
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‘ated by the reduced employment and production figures just re- 
ferred to. 

The result is not only a loss of trained manpower to the manufac- 
turer, but a loss of tax revenue to the Government. The laying off of 
this labor places a strain on the economy and an extra burden on these 
people. The regulation is weakening the contribution that our highly 
skilled teams of technicians will be able to make in later st: ages of the 
Nations’ military effort. 

The Cuarmman. What are these people who have been laid off do- 
ing now? 

Mr. Tarr. As I said, in my community at least, and I can only 
speak for that, they have found satisfactory work, although not ade- 
quately replacing their former income. 

The Cuarrman. Is it a technical skill or is it just ordinary work? 

Mr. Tarr. Not along the same lines. Our company is the only 
electronics industry in Rochester. So when they leave us and get 
a job somewhere else they are not in the electronics industry and have 
some other job. There is no other radio or TV or electrical research 
company in my community. 

The Cuaiman. In other words, they have given up their profes- 
sion, 

Mr. Tarr. Yes. Many have left the city. We have tried not to 
lose any engineers because that is the whole bottleneck in the military 
effort in electronics, the engineers. We have not lost but one or two 
and those have gone to other ¢ ommunities. 

The Cuarrman. They have gone to military installations / 

Mr. Tarr. They have gone to other companies in the field and so I 
presume they are still contributing their part. Engineers as I say 
are the bottleneck in the whole defense effort as far as electronic gear 
goes. 

The Cuarrman. You say 50,000 are being laid off. How many 
would be engineers of that number? 

Mr. Tarr. A very small percentage. Technicians—lots of them. 

The Cuarrman. You said the bottleneck was engineers. 

Mr. Tarr. That is right. But that is why I said a minute ago that 
these figures are understated. Actually we and many other com- 
panies are keeping staffs of engineers on because we know we have got 
to have them—engineers who are not fully occupied at the moment. 

The Cuairman. What about the allocation of materials; can you get 
that ? 

Mr. Tarr. Yes. Particularly if you don’t ask for defense orders; 
if you just go buy it. 

The Cuairman. In other words, you can get what cobalt and other 
materials are necessary. 

Mr. Tarr. Yes; so far. 

Senator ScHorrreL. How many people do you employ in your busi- 
ness # 

Mr. Tarr. About 3,000. 

Senator Scuorrret. About how many people are employed in the 
industry as a whole ¢ 

Mr. Tarr. It is about 200,000. That is everybody and over the 
whole industry. If you use the ratio of 25 percent, that is 50,000 
against 200,000; it is an erroneous figure, I am sure. I cannot prove 
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it to you except in my case. In our company’s case we had 3,000 em- 
ployees, we still have 2,000. So you say we are one-third off. The TV 
business is 100 percent off except for the nucleus we kept. We make 
telephone equipment and sound equipment and broadcasting, et cetera, 

Senator CargeHart. If you were only making television you would 
be 100 percent off. 

Mr. Tarr. Yes, sir. 

Senator Caprenart. I think there are midre than 200,000 employees 
in the industry. af 

Mr. Tarr. In the TV manufacturing industry ? 

Senator Carenart. I thought you meant radio and television and all 
electronics. 

Mr. Tarr. Not all electronics, certainly. Just radio and television. 

The television industry is of tremendous importance to our economy. 
Television is the most important postwar development in the country 
and its potential contribution to the defense effort is practically 
limitless. 

The infant industry is being hurt rather than encouraged by the 
Government. The unfair burdens that the Government has imposed 
on the TV industry are: First, the television freeze. The Federal 
Communications Commission by one stroke of the pen has deprived 
us of about 50 percent of our market. Second, a 10-percent excise tax 
on TV receivers imposed for the first time last November. Third, 
regulation W by the Federal Reserve Board. Fourth, numerous mis- 
leading press releases from Washington, such as the several bad guesses 
on amounts of material to be available. 


The CuarrMan. I am glad you mentioned material. 
\ 


Mr. Tarr. Yes, sir. e have got it as of today. We thought we 
would not get it, the distributors thought they would not get it and 
the dealers thought the same, and the Government has thought so; 
so we have all been wrong today. 

Senator ScHorpreLt. Do you cover in your statement what your 
recommendations would be? 

Mr. Tarr. Yes. I will get to them quickly. It is not too long and 
I will go pretty fast. 

Senator Benron. Do you estimate that the present television sets 
reach half the market? 

Mr. Tarr. Yes. Half the people are outside of the range, that is in 
round figures. 

Senator Bricker. That is in television. 

Mr. Tarr. That is a very rough estimate. 

Senator Benton. I do not think you give yourself a break there 
because it is true that the people of New Haven can see television but 
it is just one station. 

Mr. Tarr. Thatisright. That is true in my town, 

Senator Benton. They have no competition. I think you are de- 
prived of much more than 50 percent of your market according to my 
standard. 

Mr. Tarr. I will agree to that. 

Senator Benton. If we had more stations in New Haven and other 
parts of the State of Connecticut—we have just one station in the 
whole of Connecticut—more stations would greatly enliven the areas 
you figure you are now covering. 
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Mr. Tarr. We try to be pretty conservative by saying that half of the 
people have nothing available. 

The CHarrMAn. He is generous because in my section we do not 
have any. 

Mr. Tarr. That is right. 

Senator Benton. Senator Johnson was complaining that there is not 
a single station in Denver. 

Mr. Tarr. I think it will be quite a while before you can do anything. 

The CuarrMan. That is because of the FCC freeze. 

Mr. Tarr. That is right, and you cannot do anything about it. 

The CHatRMAN. We can do something about it; that is, this com- 
mittee. 

Mr. Tarr. Fifth, the implication in CPR 22 that prospective pur- 
chasers should wait until May 28—now extended to July 2—and prices 
will be lower. 

The cumulative effect of all these Government actions has caused 
great injury to the television industry. 

A spectacular indication of the degree of degeneration in the tele- 
vision market is evidenced by the recent unprecedented public auction 
of upward of $5,000,000 of brand new television sets in New York. 

Senator Benton. How many sets is that. 

Mr. Tarr. The average set last year was $340. At auction that 
would go probably for $240. Five thousand divided by four, 1250 sets, 
roughly. 

One dealer put his finger on the root of the crisis confronting the 
whole industry when he said: 

Our business used to run about 20 percent cash and the rest credit. Regulation 
W killed almost 80 percent of our TV business. When the Government decided 
not to relax credit restrictions, we decided this was the only way out. 

Senator Benton. What was the length of those terms? 

Mr. Tarr. Present limits on our terms are 15 months and 25 percent 
down, all of which must be cash. 

Senator Benton. That used to be the basis, 20 percent down and the 
rest in 15 months. 

Mr. Tarr. No. 

Mr. Peirce. Twenty percent were cash sales and the rest were finance 
sales. 

Senator Benton. What were the terms on the 80 percent ? 

Mr. Peirce. That ran anywhere from $5 down and 3 years to 
pay to 10 percent down to a year and a half to pay. 

Senator Benton. The average was about 24 to 30 months? 

Mr. Peirce. About 24 months and approximately 5 percent down. 

Senator Benton. Now you have been cut to 15 months. 

Mr. Peirce. Yes, and 25 percent down. 

Senator Carenart. And possibly the worst part of it is that you 
cannot consider the trade-in as a part of the down payment. Almost 
everybody has a phonograph or radio to trade in and you cannot count 
that as a trade-in, which you should be able to do, in my opinion. 

Mr. Tarr. I agree. 

Senator Benton. From the standpoint of the customer, it does 
constitute a down payment. 
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Mr. Tarr. And as evidence that the situation of the dealer offering 
his stock at auction was by no means unique, another dealer attending 
the auction declared, “Whatever they’re selling sets for here, Ill 
beat by $20.” No one knows how serious the repercussions of this 
distress selling may be. 

Available figures on sales of various groups of products covered 
by regulation “W disclose how much more severe the impact of the 
regulation is on TV than on the other durable goods. 

The unfair discrimination in the application of regulation W as 
it now stands has two aspects. The first is the artificial limitation 
of the television market by the Federal Communication’s freeze” 
on the allocation of new telecasting stations which was imposed way 
back in September 1948. Although you gentlemen as a committee 
can do nothing about it, nor can we, it has been in effect 214 years 
and there is no indication of it coming off for at least another 8 months, 
! would guess, probably January or February. I think Mr. Coy 
estimated that recently. 

Senator CaprHarr. You have to have time for constructing the 
broadcasting station. So it isa good 12 to 18 months away. 

Mr. Tarr. At present, about 50 percent of the number of families 
in the United States reside outside the range of TV broadcasting. 
This means that the television manufacturers’ market is artific ially 
cut inhalf. And there is no prospect of the other half of the television 
market being opened up in the near future. 

There is no parallel in any other consumers’ durable goods industry 
to this drastic territorial limitation of its market by governmental 
regulation. No industry save television is denied access to more than 
half of its potential market. 

Failure to take into account this unique feature of the television 
market in applying installment credit restrictions constitutes a grossly 
unfair hi saiionnes on our industry. 

Specifically, it has led to relatively complete coverage of the higher 
income segment of the present market. Consumers in this segment 
of the market buy early and for cash. The great bulk of current 
demand for television must come from the low-income groups who 
are hurt by regulation W. 

The CHatrman. Do you know anything about television in Eng- 
land ¢ 

Mr. Tarr. A little. 

The Cuairman. Have they got plenty of stations in England? 

Mr. Tarr. Two only, government owned. 

The Caiman. Have the people got television sets? 

Mr. Tarr. A few. The coverage is very limited. The program- 
ing is entirely different. I think maybe Senator Capehart knows as 
much or more than I do about it. 

Senator Capenartr. The government owns the station and then 
each television set owner pays a tax to the government each year for 
the privilege of operating his set. 

The Cuairman. That is more or less as in radio. 

Mr. Tarr. Same thing as in radio. 

Senator Carenartr. Good old socialized England. 

Mr. Tarr. We wanted to point out here, too, that in television there 
is no repiacement market. at all. 
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Senator Benron. I cannot resist saying to Senator Capehart when 
T was in England in 1938 under the Conservative government British 
television was then functioning and under the same system as it is 
today and, of course, what amazed me at that time was that it was so 
far ahead of television in this country. Excellent television programs 
were being received in England in 1938 and we had none here at all, 
partly held back, as Mr. Tait knows, by commercial forces operating 
within our own economy. 

The CuarrmMan. Radio was the same way when I left there in 1920. 
They had good radio then and we didn’t have it until 1922, 1924, o1 
1926. 

Mr. Tarr. I must say that the limited television, although I have not 
seen it, is of excellent quality. 

Senator Benton. The quality in 1938 was very good. 

The CHarrman. The reason I asked is that I saw television sets 
around the last time I was there although I did not look at any tele- 
vision programs. 

Senator Carenarr. I would not like socialism even if they do have 
more television sets. 

Senator Benton. I agree on that. We have come together on 
that one. 

Mr. Tart. There are some figures in the back, and a paragraph here, 
that I won't go into detail in pointing out. 

Senator Bricker. You say that there is no replacement market. Is 
that because the sets last so long ¢ 

Mr. Tarr. No, it is because the industry is so new. The art has 
moved so fast that instead of replacing an old 8-inch or 10-inch set 
that someone bought 31% or 4 years ago, the turn-in value is very 
little because there is no market for them any more. So what they do 
is put it up in the bedroom and buy a 19-inch or 20-inch set now. 
Actually there is very little except old radios turned in. Almost never 
are TV sets turned in. I say almost never, a very small proportion. 
In contrast to our industry, the automobile industry of course has a 
tremendous replacement market. The home furnishings, with whom 
we are classified, also have huge replacement markets. So when we 
have no replacement market and are not allowed a turn-in, we get hit 
doubly hard. In television the industry sold more new sets in the 
year 1950, twice as many sets as a matter of fact, as existed at the end 
of 1949. 

Senator Bricker. If you tal& off regulation W, have you not 
enough sets now to saturate the market / 

Mr. Tarr. No. The estimate of actual saturation— 

Senator Bricker. I mean the present market. 

Mr. Tarr. Not the unfrozen part ¢ 

Senator Bricker. That is right. 

Mr. Tarr. The estimate of the whole market including unfrozen 
saturation is about 20 percent. The present market I would say on 
the average might be as high as 50 percent. But saturation is an in- 
definite term. When people are already using two sets and some 
people have three, what is saturation? One set per family you think 
might be a theoretical saturation. 

Senator Benron. How cheaply you learn to get them out and sell 
them, will make a difference. 
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Mr. Tarr. .I think, sir, if you will look at the history of prices—— 

Senator Brenton. This is not criticism. It is an obvious point. 
The lower the price gets the wider the market becomes. 

Mr. Tarr. That is right. We point out that producers of autos 
and home furnishings in general count on a substantial replacement 
market while television is still dependent almost entirely on new 
sales. Thus relative saturation of the very sales among consumers 
in the higher income groups makes the-imdustry dependent almost 
exclusively on demand from the low-income group. 

We go on here to say that one of our strongest appeals in television 
is that it provides an inexpensive and convenient form of family en- 
tertainment and education. They are the people who buy and want 
to buy and the appeal to them is very strong. Furthermore, the in- 
dustry by a consistent policy of price reduction has made television 
ever more available to this low-income group. 

The second aspect of the unfair discrimination in the application 
of regulation W is the fact that the present regulation constitutes 
a relatively greater barrier to TV set sales than to those of competi- 
tive items. For example, compare the relatively low down payment 
requirements for automobiles with that of TV set sales. Superficially 
it might appear that the 3314 percent down payment required on 
automobiles is considerably more severe than the 25 percent stipu- 
lated for TV set sales. Under present terms of regulation W the 
down payment on an auto is computed on the list price and a used 
car may be used as part of such down payment. In other words, the 
down payment on a new car is not necessarily a cash down payment. 
It may consist of either cash or trade-in value, and as a matter of 
fact it usually consists mostly of trade-in value. On the other hand, 
the required down payment on a TV set is computed on the net price 
after deducting any trade-in allowance from the list price. So the 
down payment required in this case is always a cash down payment. 
And because of the small replacement market in television this usually 
amounts to the full 25 percent of list price. 

In the first quarter of 1951 the average list price of all new cars sold 
in the United States was $2,250. The average trade-in allowance on 
used cars accepted as part payment was $588. Under regulation W 
the average required down payment on those new cars purchased on 
an installment basis amounted to $750. Thus, the cash down payment 
averaged $162 per car, or 7.5 percent of the list price. In contrast, the 
average list price of all TV sets sold in the same period was $340, and 
the average trade-in allowance was negligible. Thus, under regula- 
tion W as presently constituted, installment purchasers of autos 
actually pay down in cash only 7.5 percent of the retail price, while 
installment purchasers of television sets actually pay down 25 per- 
cent in cash. Such discrimination is contrary not only to common, 
sense economics, but to common-sense justice. 

The CuatrMan, Have you taken this up with the Federal Reserve 
Board ? 

Mr. Tarr. Yes, sir. 

The Cuarrman. They consulted you ? 

Mr. Tarr. They turned us down. That is why we are appealing to 
you people. 

The Cuatrman. I just wanted the record to show that you appeared 
before the Federal Reserve Board. 
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Mr. Tarr. I did not personally. 

The Cuarrman. I did not mean you personally. 

Mr. Tarr. Our association did. 

The Cuarrman. And you laid your case before them before they 
put in regulation W ? 

Mr. Tarr. We did and we appealed to them again in April. 

The Cuatrman. What did they do in April? 

Mr. Tarr. Here is one of the answers—they turned us down. 

The Cuamrman. I understand that. I want the record to show it. 

Mr. Tarr. They refused, and one of the arguments in support of 
their refusal was that they wanted heavier down payments from TV 
sets than from other forms of housefurnishings, which are 15 per- 
cent, on the ground that the latter were less deferrable. That is, the 
other homefurnishings were less deferrable. They offered no factual 
basis. They didn’t give any arguments, and we doubt if there is any 
argument. 

The Cuarrman. Well, Mr. Reuther testified yesterday, and he does 
not agree with you on the discrimination against automobiles that 
you suggested. Of course, it is your privilege to believe as you do, 
as it is his to believe the other way. He seemed to feel the law was 
not flexible enough. He thought there ought to be a flexible law, a 
flexible regulation. Mr. Reuther, of course, believes in controls, as he 
stated. 

Mr. Tarr. Last fall there was a good excuse for the imposition of 
regulation W, I think; although regulation W, in my humble judg- 
ment, and I was a banker before I got into this business, really has 
had very little effect in the past until a situation like this comes up, 
where it has a reverse effect. 

The Cuamman. He claimed that flexibility was needed. 

Mr. Tarr. We found that when it was most liberal it was too lib- 
eral. It ought to be flexible, so that they can relax it when they 
need to. 

Senator Carenart. The least they could do would be to relax it for 
a period of 90 days to 6 months. That is the least they could do. 

Mr. Tarr. If I were to summarize it, I would tell you just that. 

The Cuatrrman. The most impressive thing about regulation W to 
me has been its inflexibility. 

Mr. Tarr. I might say that that is really the trouble with most 
Government regulations, that it takes too long for them to take effect. 
Sometimes the thing is over before it starts, or it takes effect long 
afterward and has a reverse action. 

Senator Careuart. One thing that regulation has done in the tele- 
vision business is stop at least 80 percent of the sales. 

Mr. Tarr. It is a big industry that grew after the war to huge pro- 
portions, and it is the basis of our manufacture of very complex elec- 
tronic gear and equipment for the military services. 

Senator Carenart. The NPA has cut you down to what percentage 
of production ? 

Mr. Tarr. They haven’t. Not directly. It is simply by materials. 

Senator Carenart. That is what I mean. Is it 30 percent of what 
you had last year? 

Mr. Tarr. Senator Capehart, it is different in relation to aluminum, 
copper, and cobalt. They said there would be no cobalt. Immediately 
we found a substitute for cobalt. 
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The CuHarrman. You found a substitute? I am glad to have that 
for the record. 

Mr. Tarr. There are indications that we will have plenty of cobalt 
in a year, maybe more than we want. 

Senator Carenartr. They have not cut you back like they did the 
automobile manufacturers, then ? 

Mr. Tarr. They haven't, although the fies of the steel regulation 
may do that this fall. 

The Cuatrman. What is the effect of extreme short supply in your 
industry, of materials that you cannot get today / 

Mr. Tarr. Cobalt, copper, aluminum, steel—did you say: That we 
can't get today ? 

The Cuarrman. That is what I asked. 

Mr. Tarr. We can get most of them today. We are supposed not 
to be able to get them * very shortly, but we can get them today. You 
can’t get cobalt in any quantity ; no. 

The Cuatrman. But you said you had some form of substitute 
temporarily. 

Mr. Tarr. That is right. And in many cases we may continue to 
use, in place of some of the cobalt magnets, the substitutes, because 
they appear to be just as good. 

The Cuarrman. I am glad to hear that. Because there will be less 
trouble in the economy if we can find these substitutes. 

Mr. Tarr. And we can cut out a lot of critical material without 
hurting performance, with the net result that we have enough mate- 
rials, what with our substitutes and so on, to produce a whole lot 
more than the industry would supply in relation to the normal market. 
But the market is now gone, we feel because of the effect of regulation 
W on the low-income people. 

Senator Benron. Are Mr. Peirce and Mr. Bonney going to tell us 
their estimate of retail sales for, say, the first 5 months of this year 
as against last year? 

Mr. Tarr. Yes. 

Senator Benron. I am just curious as to whether they think that 
retailwise, in sets, it has gone off. I think that would be most. inter- 
esting. I am not speaking about dollars, but how much has it gone 
off in sets, in the first quarter of this year under regulation W, as 
against the first quarter of last year when you did not have this 
regulation W ? 

Mr. Tarr. I do not think we can give you figures, Senator Benton, 
on the retail sales. I can’t, at least, for this first quarter. We may be 
able to get them, so that it can be put in the record. 

The Cuatrman. Would you put it in the record for us? 

Mr. Tarr. Yes. 

Senator Benron. It would be interesting to contrast that with your 
figures on the way inventories have grown. 

Mr. Tarr. It is the second quarter that is the crucial one. Sales 
stopped about the middle of February, or rather the early part of 
March. 

Senator Benron. Did not your regulation W go in last fall, in 
October ? 

Mr. Tarr. That is right. 

Senator Benron. You did not feel its effect during the fall, during 
the Christmas season ? 
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Mr. Tarr. Not during Christmas so much ; no. 

Senator Benron. You did not even feel it the first quarter? 

Mr. Tarr. Somewhat. 

Senator Benron. What would make you conclude then, if 6 months 
go by without making you feel it more than somewhat, and then it has 
this impact in the second quarter ¢ 

Mr. Peirce. If we go back to last fall, we have to remember that 
there was a 10-percent excise tax placed on television, I believe the 
end of November or the first of December. At that time there was a 
tremendous buying urge created. 

Senator Benron. Just before it went on? 

Mr. Peirce. That is right, just before it went on. And all ™ 
inventories at that time were liquidated. Right after that period, 
you will remember, came the second hysteric al buying wave a at was 
created by the results of the Korean War at that time. And that, plus 
the influence of Christmas, which is our peak season, moved the ak 
chandise off the shelves. So we never had a chance in a normal market 
to see what would happen. Starting in January, there was still scare 
buying going on, but the public buying had tended to taper off, we 
believe Ia urge sly accentuated by regulation W. But the dealers at that 
time and the distributors and the manufacturers believed that there 
was going to be a great shortage of cobalt. And you will remembe: 
that there were headline articles in the newspapers stating that there 
would probably be practically no television sets made in the second 
half of the year and a very substantial reduction in television sets in 
the second quarter. So, as a result, the manufacturers’ sales, as you 
will see in this report, were large, but a great percentage of those 
went into distributor and dealer inventories. 

Mr. Tarr. I will summarize very quickly and finish my part. 

Senator Benron. That is a very interesting explanation. 

Senator Carenarr. I might say that while this production went into 
inventory on the part of the retailers and wholesalers, the retail sales 
were gradually going down. 

Senator BENTON. ‘Tt would still be difficult to weigh very precisely 
the cut from 24 to 15 months. You know there is an effect, but it is 
hard to isolate it from these other things that have been affecting 
your sales. 

Mr. Peirce. We think the thing is even more pronounced because 
of the size of the cash-down payment. In other words, the curtail- 
ment of 24 to 15 months is not nearly as significant in our minds 
the 25 percent down. 

Senator Benron. Yes; I can easily believe that. 

Mr. Tarr. Particularly now, because the unprecedented buying 
spree at that time used up the cash. 

Senator Benton. Yes; these effects run out like an accordion in the 
way you can stimulate sales by changing your down payment and 
your sales. I know very well, because of my own interest in the 
Encyclopedia Britannica, which uses these same tec hniques of selling. 
And I think we knew that the down payment is more important than 
the length of the terms. I also concur wholly with you that it is 
this lower market that you lose. It is the lower-income market that 
the higher terms of down payment hit first. 

3762—51—pt. 3——19 


as 
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The CuarrMan. There were a great many used automobiles that 
were financed by banks out on lots, and the people who want them 

cannot get them, and the rubber is deteriorating. 

Mr. Tarr. We appeal to the committee to put 50,000 people back 
to work, to keep the electronics industry strong for defense produc- 
tion, to reduce the present backlogged and backed- -up industries, to 
save financially distressed dealers, to remove the discriminatory effects 
of regulation W on this low-income group, by doing two things: 

First, suspend the application of rérulation W to television set sales 
for a period of 90 days. This would provide temporary or interim 
relief. It would be very easy to do, and it would enable the industry, 
we think, to dispose of these tremendous inventories. It would not be 
an inflationary move, because these things are now in being. They 
are finished. Indeed, it would help to relieve buying pressure on other 
commodities where real inflation exists, by transferring some of that 
pressure to an area where acute deflation exists. 

Second, when regulation W is reimposed after the end of the sus- 
scot period, provide that the down-payment requirement on tele- 

vision sets shall be no higher than 15 percent, the same as other house- 
hold furnishings. This would be a logical and equitable classification 
for television, and would provide for the longer term assurance 
against a repetition of the depression conditions in which this import- 
ant American industry is now languishing. 

To this end we earnestly and respect full: y urge that you take appro- 
priate action promptly to effect these modifications of regulation W 
before it causes greater disaster in the television industry with result- 
ing widespread collateral effects throughout the country. 

That is the end of my direct statement. 

Senator Benron. How rapidly is your industry going over into 
war production? Suppose nothing is done and everything stays the 
way you have described here? 

Mr. Tarr. Very slowly, Senator Benton; distressingly slowly. In 
the first place, defense contracts have been slow to be Tet. They have 
been argued about and haggled about and bid and rebid and then 

canceled, and so on. This is only an estimate, but they require an 
average of about four times the amount of engineering that the same 
production in dollars would be, let us say, as represented in radio- 
television. Because it is extremely complex gear, some of it fright- 
eningly so, as you well know. It takes months and months to engineer 
much of this gear. Much of the equipment is not yet completed. As 
you know, too, they want to produce such and such models, and there 
are three more now in the laboratory, and they know they will super- 
sede them, and they hate to produce this, but they know there will be 
a saw-off sometime. 

Senator Benton. Your point is that these 50,000 people are out of 
work. If you waited for defense contracts, they would just trickle 
back in slowly, and there might be how many out of work about a year 
from now ? 

Mr. Tarr. I would hate to guess about a year from now, because 
about a year from now a substantial amount of defense pr oduction 
should be under way. By no means would there be : anything like the 
dollar volume, if there were no TV. It would not replace ‘that. It 
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would engage most of the engineering, which was my point before in 
making the statement that engineering is the bottleneck. 

Senator Bricker. Referring to your exhibit 4 and the schedule 
attached to it, the source being the Board of Governors of the Federal 
Reserve System, showing the purchases in groups of under 5,000 
and over, how in the name of good sense do they get those statistics! Is 
that guess work ? 

Mr. Bonney. That was done by a sampling process, interviews with 
families, and so forth. 

Senator CareHart. Do you think they are reasonably authentic ? 

Mr. Bonney. Yes, these sampling processes, as a rule, produce 
fairly good results. 

Mr. Tarr. These are Federal Reserve Board figures. 

Senator Bricker. It seems to me to be a very difficult thing to do 
by sampling, I do not know. 

(The prepared statement of Mr. Tait follows:) 


STATEMENT OF Ropert C. Tatt ON BEHALF OF THE RADIO-TELEVISION 
MANUFACTURERS ASSOCIATION 


Mr. Chairman and gentlemen of the committee, my uname is Robert C. Tait. 
I am president of Stromberg-Carlson Co., Rochester, N. Y., and I am testifying 
on behalf of the 330 companies which compose the Radio-Television Manufac- 
turers Association. 

Our industry is deeply concerned over the inequities that are arising in the 
administration of the provisions of the Defense Production Act relating to price 
control, Such controls as the General Manufacturers Order (CPR 22) and the 
Machinery Manufacturers Order (CPR 30) impose profit limitations by requir- 
ing business to absorb certain important items of cost that are not allowed in 
the pricing computations. The standards established for granting relief from 
price regulations likewise appear to be an effort to reduce profits to the economic 
danger point under the guise of controlling prices. Both the regulation and 
relief standards impose complex accounting and administrative difficulties which 
make it almost impossible for industry to comply with them. 

We feel strongly that these problems will be a source of increasingly grave 
concern to the American economy in the weeks ahead. However, since we asked 
permission to appear here today on the specific and unique problem of our 
industry under regulation W, I will devote our allotted time to that subject. 


I, NEED FOR RELIEF 


In March and April of this year, we requested the Federal Reserve Board to 
modify regulation W in order to grant much needed relief to the television 
industry. Our request was denied. Since that time the financial condition of 
the te’evision industry has steadily worsened : 

1. In manufacturing alone unemployment is well over 50,000 and those 
at work ure only piling up inventory. 

2. Finished inventories are at an all-time high. 

3. Many dealers have already gone bankrupt and many other are facing 
the same prospect. 

4. Future military effectiveness is being lost through discharge of trained 
personnel. 

5. The industry is denied access to one-half of its market by the Federal 
Communications Commission’s freeze order. 

6. Regulation W discriminates severely against the low-income group. 

This is the present plight of one of America’s most important industries. 

The need for action is apparent. 

The time for action is now. 

1. Regulation W has created in the television industry a condition contrary 
to the purposes of the legislation, and it will, unless modified, seriously impair 
the mobilization program in the vital electronics industry. It has already 
become a substantial cause of the distress and widespread unemployment now 
prevalent in our industry. ‘ 
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2. We are glad to assume our full share of the burden of readjusting the 
national economy to provide for speedy rearmament, but we are confident it 
is not the intent of Congress to sanction an unfair and inequitable distribution 
of those burdens. It surely was not the intention of Congress to cause a depres- 
sion in an important industry. 

3. Factory inventories in finished TV sets sold for the first 5 months of 1950 
averaged 65,000 sets. Today they are over 600,000 sets. During 1950 for every 
five sets sold one set was carried in inventory. Today for every 5 sets sold, 25 
are carried in inventory. Similar conditions obtain with distributors and deal 
ers. (See exhibit 1 attached.) = 

4. The effect of the present situation on labor is of special urgency. Manufac 
turers are now forced to lay off workers, and unless sales are stimulated quickly 
a much more serious unemployment will result. 

5. Presently there are over 50,000 unemployed in the manufacturing end of 
the TV industry alone, as I have already said, and this number will increase un- 
less regulation W is modified—and quickly. Production in October 1950 averaged 
over 210,000 sets per week. During the last 3 weeks it averaged 77,000 sets per 
week. Today production is off about 65 percent. Defense orders account for a 
minute percentage of present production and they will not, short of all-out war, 
take up the slack indicated by the reduced employment and production figures 
just referred to. 

6. The result is not only a loss of trained manpower to the manufacturer, 
but a loss of tax revenue to the Government. They laying off of this labor 
places a strain on the economy and an extra burden on these people. The regu 
lation is weakening the contribution that our highly skilled teams of technicians 
will be able to make in later stages of the Nation's military effort. 

7. The television industry is of tremendous importance to our economy. Tele 
vision is the most important postwar development in the country and its po 
tential contribution to the defense effort is practically limitless. 

Ss. This infant industry is being hurt rather than encouraged by the Govern 
ment. The unfair burdens that the Government has imposed on the TV industry 
are: First, the television “freeze.” The Federal Communications Commission by 
one stroke of the pen has deprived us of about 50 percent of our market. Second, 
2» 10 percent excise tax on TV receivers imposed for the first time last November. 
Third, regulation W by the Federal Reserve Board. Fourth, numerous mislead 
ing press releases from Washington such as the several bad guesses on amounts 
of material to be available, and fifth, the implication in CPR 22 that prospective 
purchasers should wait until May 28—now extended to July 2—and prices will 
be lower. 

%. The cunnulative effect of all these Government actions has caused great 
injury to the television industry. 

10. A spectacular indication of the degree of degeneration in the television 
inarket ts evidenced by the recent unprecedented public auction of upward of 
55,000,000 of brand new television sets in New York. One dealer put his finger 
on the root of the crisis confronting the whole industry when he said, “Oyr 
business used to run about 20 percent cash and the rest credit. Regulation W 
killed almost 8O percent of our TV business. When the Government decided not 
to relax credit restrictions, we decided this was the only way out.” (Wall 
Street Journal, May 15, 1951.) And as evidence that the situation of the dealer 
offering his stock at auction was by no means unique, another dealer attending 
the auction declared, “Whatever they're selling sets for here, [ll beat by $20.” 
No one knows how serious the repercussions of this distress selling may be. 

11. Available figures on sales of various groups of products covered by regula 
tion W disclose how much more severe the impact of the regulation is on TY 
than on other durable goods. (See exhibit 2.) 


Il, LIMITED CHARACTER OF TV MARKET 


12. The unfair discrimination in the application of regulation W as it now 
stands has two aspects. The first is the artificial limitation of the television 
market by the Federal Communications Commission’s freeze on the allocation of 
new telecasting stations which was imposed way back in September 1948. At 
present, about 50 percent of the number of families in the United States reside 
outside the range of TV broadcasting. This means that the television manufac- 
turers’ market is artificially cut in half. And there is no prospect of the other 
half of the television market being opened up in the near future. 
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13. There is no parallel in any other consumers’ durable goods industry to 
this drastic territorial limitation of its market by Governmental regulation. No 
industry save television is denied access to more than half of its potential market. 

14. Failure to take into account this unique feature of the television market 
in applying installment credit restrictions constitutes a grossly unfair handi- 
cap on our industry. 

15. Specifically, it has led to relatively complete coverage of the higher income 
segment of the present market. Consumers in this segment of the market 
buy early and for cash. The great bulk of current demand for television must 
come from the low-income group who are hurt by regulation W. 

16. The relative saturation of the higher income markets has a crucial impact 
now because the industry has a very small replacement market. Some idea 
of the relative size of our replacement market can be gained from the fact 
that at the end of 1949 the number of passenger cars already in use was 
more than five times the factory sales of new cars in 1950. In contrast, the 
number of TV sets in use at the end of 1949 was less than half the number 
of units sold in 1950 alone. TV’s extremely small replacement market as com- 
pared with that of the automobile industry is evident. (See exhibit 6.) 

17. Calculations based on the rate of growth in home furnishings production 
and the rate of annual production of new dwelling units indicate that about 
40 percent of home furnishings sales are also for replacement. (See exhibit 7.) 

18. Producers of autos and home furnishings in general can thus count on 
a substantial replacement market, whereas television is still dependent almost 
entirely on new sales. Thus the relative saturation of television sales among 
consumers in the higher income groups, together with the present almost 
negligible replacement market, makes the industry dependent almost exclusively 
on demand from low-income groups. These people customarily buy durable 
goods on credit terms. 

19. At the lower income levels the appeal of television is strong and insistent. 
One of the strongest appeals is that television provides an inexpensive and 
convenient form of family entertainment and education. Furthermore, the 
industry by a consistent policy of price reduction has made television ever 
more available to this low-income group. (See exhibit 9.) 


III, DISCRIMINATORY TERMS OF REGULATION W ITSELF 


20. The second aspect of the unfair discrimination in the application of 
regulation W is the fact that the present regulation constitutes a relatively 
greater barrier to TV set sales than to those of competitive items. For example, 
compare the relatively low down-payment requirements for automobiles with 
that of TV set sales. Superficially it might appear that the 3314 percent down 
payment required on automobiles is considerably more severe than the 25 
percent stipulated for TV set sales. Under present terms of regulation W the 
down payment on ar auto is computed in the list price and a used car may be 
used as part of such down payment. In other words, the down payment on a new 
“ar is not necessarily.a cash down payment. It may consist of either cash or 
trade-in value, and as a matter of fact it usually consists mostly of trade-in 
values. On the other hand, the required down payment on a TV set is computed on 
the net price after deducting any trade-in allowance from the list price. So the 
down payment required in this case is always a cash down payment. And 
of television sets actually pay down 25 percent in cash. Such discrimination is 
the full 25 percent of list price. 

21. In the first quarter of 1951 the average list price of all new cars sold in 
the United States was $2,250. The average trade-in allowance on used cars 
accepted as part payment was S588. Under regulation W the average required 
down payment on those new cars purchased on an installment basis amounted 
to $750. Thus, the cash down payment averaged $162 per car, or 7.5 percent of 
the list price. In contrast, the average list price of all TV sets sold in the same 
period was $340, and the average trade-in allowance was negligible. Thus, under 
regulation W as presently constituted, installment purchasers of autos actually 
pay down in cash only 7.5 percent of the retail price, while installment purchasers 
of television sets actually pay down 25 percent in cash. Such discrimination is 
contrary not only to common sense economics, but to common sense justice. 

22. The Federal Reserve Board has tried to defend its exceptionally heavy 
down-payment requirements for television-sets as compared with those for other 
house furnishings which are 15 percent on the ground that the latter are 
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“less deferrable.” It offered no factual basis for this conclusion and we doubt 
that there is any. Can it be seriously contended that replacement of a sofa is 
“less deferrable” than acquisition of a television set in a home not equipped 
with one? For prospective television purchasers in the upper-bracket-income 
group the question of which of these items to purchase, or which is “more or 
less deferrable,”’ seldom arises at all. But we believe that prior to the stiffening 
of regulation W a majority of low-income families preferred sitting on the old 
sofa and enjoying a new TY set to sitting on a new sofa by an old radio. 


IV. THE DEFLATIONARY EFFECT ON rv OF REGULATION W 


23. Regulation W was designed primarily to retard inflation. It was not 
designed to cause deflation. That is, however, exactly what the stiff down 
payment requirements for TV sets have done in our market. There is a wide 
difference between credit restrictions severe enough only to check inflationary 
forces and those so severe that they curtail demand to less than the available 
supply. In the first case, the restriction of credit simply takes the upward 
pressure off prices and leaves the market in balance. This was the original 
purpose of regulation W. In the second case, the credit restriction puts a 
downward pressure on prices and leaves the market out of balance, with supply 
exceeding demand. This has been the effect of regulation W on the TV market. 

24. Mr. R. M. Evams, a member of the Federal Reserve Board, declared in 
an address on October 13, 1950, that “* * * it is hard to predict the precise effect 
of consumer credit regulations on the demand for particular goods.” No one 
ean quarrel with his statement of the Board’s objective: “* * * to maintain 
the flow of available goods at stable prices.” The clear assumption is that 
demand must be curbed to keep it from outrunning the available supply. But 
in the television industry regulation W has curbed demand to a point where 
just the opposite condition prevails, and supply has outrun demand. This is 
deflation and does not permit the tlow of available goods at stable prices. 


V. RELIEF NEEDED 


25. This painful situation cannot be endured for long without repercussions 


on the whole economy. Delay in the revision of regulation W will compound 
the financial distress of thousands of local dealers, will increase unemployment 
and will impair the electronic industry’s ability to perform successfully its part 
in the war effort. Our appeal to the Federal Reserve Board for relief has been 
denied. Now we appeal to your committee— 

To put more than 50,000 people back to work. 

To keep the electronics industry strong for defense production. 

To reduce the tremendous back-up inventories. 

To save financially distressed dealers. 

To remove the discriminatory effects of regulation W on the low-income 

groups. 

All this can be accomplished by doing two things: 

1. Suspend the application of regulation W to television set sales for a period 
of 90 days. This would provide temporary or interim relief to enable the industry 
to dispose of the tremendous inventories now piled up in the warehouses. It 
would not be an inflationary move, because the goods are already in being. 
Indeed, it would help to relieve buying pressure on other commodities where 
real inflation exists, by transferring some of that pressure to an area where 
acute deflation exists. 

2. When regulation W is reimposed after the end of the suspension period, 
provide that the down-payment requirement on television sets shall be no higher 
than 15 percent, the same as other household furnishings. This would be a 
logical and equitable classification for television, and would provide for the 
longer term assurance against a repetition of the depression conditions in which 
this important American industry is now languishing. 

To this end we earnestly and respectfully urge that you take appropriate action 
promptly to effect these modifications of regulation W before it causes greater 
disaster in the television industry with resulting widespread collateral effects 
throughout the country. 
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TELEVISION SETS: FACTORY SALES MONTHLY, END-OF-MONTH FACTORY INVENTORY, 
AND RATIO OF INVENTORY TO SALES 


JANUARY 1950 THROUGH MAY 1951 


Ratio of 
Inventory to Sales 
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SCHEDULE FOR EXHIBIT 1 


Television sets: Factory sales monthly, end-of-month factory inventory, and 
ratio of inventory to sales, January 1950 through May 1951 


End-of-month Ratio of 
factory inventory to 
inventory | sales, (2)+(1) 


Factory 
Year and month sales 


January 27, 800 
February 95, § 900 
March I87, 30, 500 
A pril s 520, ! , 600 
May.. 375, 7 , 900 
June. : 201, 200 
July 346, . 700 
August 796, , 200 
Septem ber. 7,7 3, 300 
October 3 2 , 300 
November »§ , 200 
December 92, ¢ 800 
January 20, 7 55, 564 
February 6 ‘ , 999 
March 3, 661 972 
April . 875 . 642 
May 2101, 411 S48 


1 Factory inventory on May 11, 1951. 
2 Factory sales estimated (based on relationship of April and May 
1951) as follows 
1. Sales during first 2 weeks: 
(a) April casan ea é j i } <a wie 157, 205 
(b) May-. ; . , - 46, 095 
(c) Percent of May sales to April sales_._- 3 32 
2. Sales for entire month 
(a) April ; stalk ; . . ea ; z w--coes 345, 875 
(b) May (345,875 X 29.32 percent) -- as ; vnentituuepe unaided ae 


Source: Radio-Television Manufacturers Association. 
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MONTHLY FACTORY SALES OF TELEVISION SETS, DEEP FREEZERS, ELECTRIC RANGES, AND REFRIGERATORS, 
AND MONTHLY PRODUCTION OF AUTOMOBILES AND FURNITURE 
JANUARY 1949 THROUGH MAY 195l¢ 


Expressed in Standard Deviation Units 


(Adjusted to eliminate secular trend and to equalize amplitudinal variations) 


TELEVISION SETS 


1950 3 1950 


REFRIGERATORS ELECTRIC RANGES 


[N\A 


UN 


1950 


AUTOMOBILES 


1949 1950 1952 


Data for television sales and automobile production available through May 1951; 
@ll other series avaiiable only through March 1951. 
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SCHEDULE FoR ExHisit 2 


EXPLANATION OF STATISTICAL PROCEDURE USED IN DERIVING DATA 
SHOWN OF CHART B 


The data shown on chart B have been adjusted to equalize amplitudinal and 
secular variation among the several series in order to make them comparable 
for the purpose of analyzing their patterns of movement. The adjustment meth- 
od is identical for all six series and is explained below. 

In order to equalize amplitudinal differences.among the series the long-term 
average for the period January 1949 through March 1951 was computed for each 
and the individual data were then expressed in terms of deviations from their 
respective averages. These deviations were then translated into standard de 
viations units. 

To eliminate differences in secular trend a straight line was fitted to the stand- 
ard deviation units for the period January 1949 through March 1951, and the 
values computed therefrom were then subtracted from the corresponding actual 
standard deviation units. 


Television set and deep freezer factory sales: Actual and adjusted to eliminate 


secular trend and to equalize amplitudinal variation, January 1949 through 
May 1951 


Television sets Deep freezers 


Adjusted ! 

(standard 7 (standard 

deviation —— deviation 
units units) 


Actual | Adjusted ! 
(thousand 


units 


Year and month Actual 


(1) (2) 


1949—January 
February... 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 
January 
February _- 
March _. 
April_._. 
May... 


i Adjusted to eliminate secular trend and to equalize amplitudinal variation. 


Source: (1) Radio-Television Manufacturers Association; (3) National Electrical Manufacturers Associ- 
ation. 
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Electric range and refrigerator factor sales: Actual and adjusted to eliminate 
secular trend and to equalize amplitudinal variation, January 1949 through 
March 1951 


Electric ranges 


Adjusted 
standard 
deviation 
units 


Actual 
(thousand 
units 


Year and month 


1949— January 
February. - . - 
March 
April 
May. 

June. 

July 

August 
September 
October 
November 
December 
January... 
February 
March 

April 7 . 32. § +. 54 
May 145. 5 81 
June 5 1.10 
July i 17 
August 32 12 
September -. 74 
October 5 12 


November . —. 25 
December SO 
January 132 —. 36 
February 124 71 
March i 162. 3 +.33 


1 Adjusted to eliminate secular trend and to equalize amplitudinal variatior 


Source: (1) and (3) National Electrical Manufacturers Association. 
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Indices of automobile and furniture production: Actual and adjusted to elimi- 
nate secular trend and to equalize amplitudinal variation, January 1949 
through May 1951 


Automobiles Furniture 


| 
Adjusted! | | Adjusted ! 
Year and month Actual (1935-| (standard | Actual (1935 (standard 
39= 100) deviation | 39=100) deviation 
“ units) units) 
(1) 
1949— January 
February 
March 
April 
May. 
June. 
July 
August 
September 
October 
November 
December -| e 
January ; , , OL | 
February rae saan ; 46 | 
March... ; i ; 32 
April... 92 | 
May... 5 a +. 45 
June ; i “98 
July we sa . : } 69 | 
August. all 27: o6 
September : . -| j +-. 61 
October s ode 7 72 
November. _- , : | | OS 
December wid ss slavealcal ae | 
January : -| : -. 33 
February J 07 
March : ‘ ~— ae 2! —. 4} 
April ; soe —1. 83 
_ | ah eaae te | -1. 62 





1 Adjusted to eliminate secular trend and to equalize amplitudinal variation. 


Source: Board of Governors of the Federal Reserve System, Federal Reserve Bulletin and Standard & 
Poor’s Corp. 
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FEDERAL RESERVE BOARD STATISTICS DEMONSTRATE CONCLUSIVELY THAT PROSPECTIVE PURCHASERS OF TELEVISION SETS 
ARE PREDOMINANTLY IN THE INCOME GROUPS EARNING BELOW §5,000 


Percent of 
Totel Purchasers 


75 


1949 1950 1949 1950 1949 1950 1949 1950 i949 195 199 1950 
Under $2,000 $2 ,000-$2,999 $5 ,000-$3,999 #4 000-64 ,999 Totel Under @5,000 $5,000 and Over 


Income Groups (income before taxes) 


Pr od By 
tom WATHINS, MOUMTERR aco 
loc or pereted 
Conssitiog Ecosomisty Mew York, Mew York 
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SCHEDULE FoR ExHIsit 4 


Percentage distribution of prospective buyers of television sets by income groups, 
sitet and 1950 





eer stan | Percent | Percent 

nder $2, _ a a ; z 2 9 
$2,000 to $2,999 ; PR es ; : | 6 | 10 
$3,000 to $3,999 Z oka 21 26 
$4,000 to $4,999 Senioae waite : tabenenne ‘ 20 


Total under $5,000 


$5,000 and over... .-- 


Source: Board of Governors of the Federal Reserve System, Federal Reserve Bulletin, July 1950, p. 786. 


EXHIBIT 6 
Size of replacement market for television sets and automobiles, 1950 


1. Television sets: 
(a) Total television homes, end of 1949 3, 497, 000 
(>) Total television factory sales, 1950_.-._..._-__-_____- - %,855,100 
(c) Size of op market : ratio of 1949 total television 
0. 48 
2. Automobiles: 
(a) Total 1949 passenger car registrations__._...__.__.---_-- 36, 292, 708 
(b) Total passenger car factory sales, 1950 6, 665, 628 
(c) Size of replacement market: ratio of 1949 registrations 
to 1950 factory sales 5. 44 
Source: (1) National Broadcasting Co. and Radio-Television Manufacturers Associa- 


tion; (2) Automobile Manufacturers Association and U. S. Department of Commerce, 
Bureau of Foreign and Domestic Commerce, Survey of Current Business. 


EXHIBIT 7 
Size of Replacement Market for Homefurnishings in 1950 


1939 market: 

A. Total=$99,000,000 (actual monthly average homefurnishings retail 
sales in 1939 adjusted by Consumers’ Price Index of homefurnish- 
ings on index base 1935-39=100: $100,000,000--101.3). 

B. New Market=X 

C. Replacement market=Y. 

D. Equation: X+Y=99. 

1950 market: 

A. Total=$181,000,000 ($344,000,000--190.2 ) . 

B. New market=X times percent growth in new dwelling units started 
(1939 dwelling units started=515,000, 1950 dwelling units 
started=1,396,000; ratio of 1950 to 1939=1,396,000--515,000= 
2.71). 

New market=2.71X. 
>. Replacement market=Y times percent growth in total dwelling 
units in existence (1940 total dwelling units=37,325,470. 1950 
total dwelling units=45,875,000; ratio of 1950 to 1989=45,875,- 
000+-37,325,470=1.23). 
Replacement market=1.23Y. 
D. Equation: 7.71X+1.23Y=181. 
III. Estimated 1950 replacement market: 
A. Solution of equations: 
xX+ Y= 99 
2.71X¥ +1.23Y=181 
y= 59, 000,000 (replacement market in 1939). 
1.23 =73,000,000 (replacement market in 1950). 
B. Percent of replacement market to total market: 73+-181—=40%. 
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SOURCES 


1. Retail sales of homefurnishings: U. S. Department of Commerce, Bureau of Foreign 
and Domestic Commerce, Survey of Current Business. 


2. Consumers’ Price Index of Housefurnishings: Council of Economie Advisers, Eco- 
nomic Indicators. 
3. Dwelling units started: U. S. Department of Commerce, Bureau of the Census, 
ae Abstract of the United States; and Council of Economic Advisers, Economie 
eators. 


4. Total dwelling units: U. S. Department of Commerce, Bureau of the Census. 


AVERAGE HOURLY EARNINGS - SELECTED INDUSTRIES 


Hourly earings in durable-manufacturing industries increased over 1% cents in February, while earnings in nondurable 
manufacturing remained the same. When adjusted for price changes, both dropped. 
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INDICES OF WHOLESALE PRICES OF TELEVISION SETS 
AND OF HOUSEFURNISHINGS GOODS 


JANUARY 1948 THROUGH MARCH 1951# 
(1948=100 ) 


1948 1949 1950 1951 


#* Data for housefurnishings goods prices available 
through March 1951; data for television prices 
available only through February 1951. 


Pr ed By 
BONI, WATKINS, MOUNTEER &co.. 
Consulting Economists New York, New York 
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SCHEDULE FoR EXHIBIT 9 


Indices of wholesale prices of television sets and of housefurnishings goods, 
January 1948 through March 1951 


| Television sets Housefurnishings goods 
|- 
Year and month | Dollars per | Index, Index, Index, 
unit | 1948=100 1926 = 100 1948=100 
(1) (2 3 i 
1948—January --. i deinen $263 | 110 141.3 os 
February - - ---- 7 ; 251 | 105 141.8 98 
March ae wipe . ‘ 248 104 142.0 YS 
April_....-- ie ; 245 | 103 142.3 ys 
OAT EP ae BS ak 8 248 104 142.6 ag 
Me 2 = — : 235 QS 143. 2 99 
PUP a 2.ct 55. sy 242 101 144.5 100 
August : , ; , 217 91 145.4 101 
September : Le 228 95 146. 6 101 
October. oe aa sd $s 225 4 147.5 102 
November. - - ? 232 97 148. 2 103 
December j | 230 96 148. 4 103 
1949—January 217 91 148. 2 103 
February 220 92 148. 5 10 
tie ine cy, 219 92 148. 2 103 
April 225 ot 147.1 102 
May aes 206 Sb 146.3 101 
June wm 193 81 145.3 101 
July L : Sel 194 81 143.0 W9 
August ae ‘ 173 72 142.9 ee) 
September 18] 76 142.9 ay 
October Se dkde 175 73 143.0 99 
November ai , a 178 74 143. 4 yy 
December aaa a 173 72 144.2 100 
1950—January of . 164 69 144.7 100 
February : 176 74 145. 2 100 
March : ‘aide 175 73 145.5 101 
April : : ; : 169 71 145.8 101 
May. : : 170 71 146. 6 101 
June. 5 ay ‘ 165 69 146.9 102 
July . 163 68 148.7 103 
August ‘ 177 74 153.9 107 
September - . 191 80 159. 2 110 
October 198 8&3 163.8 113 
November 200 s4 166.9 116 
December 195 82 169.9 11s 
1951—January ‘ 200 s4 174.7 121 
February ; 206 86 175.3 121 
March : . io . 178.7 124 
Source: (1) Radio-Television Manufacturers Association; (3) United States Department of Labor 


Bureau of Labor Statistics, Wholesale Prices bulletins. 


The CuarrmMan. Did you say you wanted someone else to make a 
statement at this time? 

Mr. Tarr. Mr. Peirce has a brief statement, if you would allow 
him. 

The Cnarrman. Proceed, Mr. Peirce. 


STATEMENT OF W. G. PEIRCE, JR., PRESIDENT, NATIONAL 
ASSOCIATION OF ELECTRICAL DISTRIBUTORS 


Mr. Peirce. I think Mr. Tait has very ably covered the television 
situation. 

The Cuarrman. If you have a statement you wish to file, without 
objection it will be filed for the record, and you may go ahead. 

Mr. Peirce. I happen to be president of the National Association 
of Electrical Distributors. We are wholesalers in the electrical field. 
Our industry last year, according to the Department of Commerce 


83762—51—pt. 3———20 
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figures, did a little over $5 billion worth of business in all electrical 
products. And we serve about a hundred thousand dealers in tele- 
vision and appliances. I am speaking for the distributors and also 
for our customers. 

As you undoubtedly know, the inventories on television are par- 
ticularly high, particularly dangerous, as far as they are concerned. 
As a matter of fact, a lot of small retailers are in a rather precarious 
finncial position because of that buying that we talked about a few 
minutes ago that took place early tliis year in the belief that there 
would be great scarcities. 

I would also like to emphasize the feeling that we have that regu- 
lation W is discriminatory as far as the purchasing groups are con- 
cerned. As we said in here, it is an unfortunate fact that regulation 
W instead of curbing the effects of inflation insofar as the low-income 
group is concerned, severely penalizes this very vast segment of our 
population. The restrictions of the regulation very definitely prevent 
these particular consumers from purchasing or replacing such vital 
health preserving and daily living necessities as refrigerators and 
washing machines, because of the high down payment required. 

Of course, in our group we also handle other appliances, as well as 
television, and while television is by far the most serious situation as 
far as inventories, overproduction, and the laying off of manpower 
are concerned, I think you will find that the figures on these other 
appliances are also creeping up and becoming fairly dangerously high. 
I know I attended an NPA advisory committee meeting recently on 
appliances, and most of the committee meeting was taken up with a 
discussion of the effects of regulation W in regard to refrigeration 
and washing machines, vacuum cleaners, the things that the lower in- 
come group has been used to buying and being able to purchase on 
low down payments. 

We just finished a convention of our association in Atlantic City, 
and at that time regulation W was probably the most discussed item 
on our agenda, and the following resolution was passed at that time. 
It says: 

Whereas families of limited incomes are unable to purchase their actual needs 
of appliances vital to their health and daily living requirements, such as re- 
frigerators, ranges, and washing machines, due to drastic down payment restric- 
tions, as now set up by regulation W; and 

Whereas, so-called lay-away plans will not cope with imminent breakdowns 

caused by hot weather, which will affect thousands of old and worn out refrig- 
erators and washers now in use; and 

Whereas the denial of purchase to this large segment of our farm and urban 
population has created a serious artificial depression to tens of thousands of 
appliance sales and service retailers, thereby freezing inventories and tying up 
the resources of these small businesses to the degree that they are forced to sell 
at a loss, with rising bankruptcies for which we see no end; and 

Whereas regulation W imposes distribution restrictions which are more ade- 


quately controllable by means of production limitations as organized by NPA: 
Now, therefore, be it 

Resolved, That in the interest of removing the hardships caused by regula- 
tion W, the Federal Reserve Board is hereby urged to modify the down-pay- 
ment terms on consumer electrical appliances immediately so as to relieve 
and reduce the down-payment barriers to consumer purchases; and that the 
period of monthly installment payments be retained as now in effect; and be 
it further 

Resolved, That the decision should be rendered immediately in favor of the 
revisions in the present regulations, subiect to later alterations, if the costly 
and violent deflation of the industry should change. 





ie 
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In other words, gentlemen, we feel, in our part of the television 
and appliance industry, that there should be great flexibility in the 
operation of regulation W and that we face a crisis now in which that 
flexibility should be demonstrated. 

The Cuamman. It is essential. 

Mr. Petrce. That is right, sir. 

Senator Scuorrret. Let me ask you this. I take it you have been 
operating over in the field of, say, refrigeration and other appliances? 

Mr. Perrce. Yes. 

Senator Scnuorprer. What do you find in the inventory field 
those respective lines? Are inventories piling 7 there too? 

Mr. Peirce. I would say there is nothing in really short supply 
in the whole appliance field today. 

Senator ScHorrreL. Would you say there was a reasonably large 
backlog in inventory of these other appliane es, outside of TV? 

Mr. Perce. Nothing like the depth of TV inventory in regard 
to sales, but a considerably larger inventory than existed a year ago 
in regard to sales. 

Senator Scuorrren. Now, during the time that this was being ad- 
vocated, we had the advice of some crack economists. And I mean 
good; I do not mean that derogatorily. It seems as if they all went 
haywire on this thing. Now ‘when this thing gets into operation, 
our economy is tossed out of gear. Hundreds of thousands of peo- 
ple all over the country are out of work, skilled people. Now, here 
is a committee that is going to have the responsibility of doing some- 
thing about this in the next few days by way of legislation or recom- 
mendations for administration. Some of this has primarily gone 
haywire on the administration side of the act, has it not? 

Mr. Peirce. Well, of course, we believe that if we are going to 
have a control to stop inflation, that control will have to be changed 
as situations change. 

Senator ScuorrreL. Which they have not done. 

Mr. Perce. And it seems to have been impossible to have that 
recognized as far as the Federal Reserve Board is concerned. We 
have written them letters, which I have in my testimony here, and 
we have received very courteous replies. 

The Cuamman. Those will be in the record. 

Mr. Perce. But nothing has happened. 

Senator Bricker. I might say that my experience with profes- 
sional economists has been just about the same as the position you 
and I used to have in the post we occupied, with expert witnesses. 

Senator Scuorrret. That is pretty well put. 

The Crarrman. Is there anything further, gentlemen? We ap- 
preciate your testimony. 

Mr. Petrce. Thank you. 

(The prepared statement of Mr. Peirce, with accompanying ma- 
terial, follows :) , 





STATEMENT OF W. G. PEIRCE, JR., PRESIDENT, NATIONAL ASSOCIATION OF ELECTRICAL 
DistTriputors, NEw York, N. Y. 


I am representing the National Association of Electrical Distributors, and 


appear before you to recommend necessary revision of regulation W. This regu- 
lation, as it now stands, imposes restrictions which are detrimental not only to 
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the electrical distributor and to the retailer, but even more seriously, to the 
buying public. 

This association, now in its forty-third consecutive year, is a voluntary mem- 
bership association composed of approximately 1,000 member houses. A very 
great majority of these members are individual companies in the small business 
classification and are located throughout the United States. These members 
are engaged in the distribution of all types of electrical products and appliances 
to the industrial, commercial, and retail consumer categories. 

The importance of the electrical distributor in the economy of the Nation can 
be judged by the fact that 1950 sales volume Of the electrical distribution in- 
dustry was estimated at $5,318,000,000 by"the Bureau of the Census, United 
States Department of Commerce, in their February 16, 1951, report entitled 
“Trends in the Electrical Goods Trade.” 

In view of certain serious changes in our economy during the past several 
months, it is becoming increasingly necessary to give impetus to dealers’ sales 
rather than to retard them, which is the current effect of regulation W. 

Inventory conditions, at the present time, are considerably out of line because 
production has been maintained at unusually high levels. Normally this pro- 
duction would have been consumed by the public. Restrictions imposed by 
regulation W have seriously decreased consumer purchases resulting in an un- 
stable inventory condition at the manufacturer level, at the distributor level, 
and at the retailer level. 

The reduction of these inventories is made most difficult since regulation W 
does not permit applying the value of a trade-in to the down payment in the case 
of radio, television, and major appliances. This sales retardent also is an un- 
fair discrimination inasmuch as in the case of the automobile dealer, regulation 
W allows him to deduct the value of a trade-in from the required down pay- 
ment on a new car. This discrimination is greatly regretted so far as the elec 
trical industry is concerned, but more important is the fact that the present 
provision which regulation W contains regarding down payment is a severe 
handicap to the absolutely necessary reduction of present out-of-line inventories 

The general sales situation, particularly in the television, radio, and major 
appliance industries, is further aggravated by the forced discontinuance of opera- 
tions in many cases and even bankruptcies in some instances, and is now result- 
ing in spreading unemployment in these fields. 

It is an unfortunate paradox that regulation W, instead of curbing the effects 
of inflation, insofar as the low-income group is concerned, severely penalizes this 
very vast segment of our population. The restrictions of the regulation deti- 
nitely prevent those particular consumers from purchasing or replacing sucl. 
vital health-preserving and daily living necessities as refrigerators and washing 
machines because of the high down payment required. 

This class of consumer can obtain such living necessities of high unit cost 
only by means of deferred payment plans. This is an acknowledged fundamental 
of our economic system, It is responsible, in very large measure, for the high 
standard of living to which even the low income American worker has long been 
accustomed. The present down payment provisions of regulation W must be 
revised in the basic interest of this vast group of Americans if they are to be 
permitted to maintain their present standard of living which they have so 
justly earned. 

Experience in the last World War proved that recreation was an essential 
factor in maintaining high production rates. However, because various mem 
bers of a family were employed in war plants on different work shifts, recreation 
was often sought in public places rather than in the home. Consequently, recre 
ation was often more energetic than was desirable from the standpoint of its 
rest value 

Today's defense program is beginning to introduce the same conditions again 
But, now a new, very vital and popular recreational element is available—tele 
vision. It is particularly adapted to family and home recreational needs. Tele 
Vision's influence can be far reaching as a family recreation medium of tremend 
ous importance to our national welfare. 

Television is peculiarly suited to the low-income American family. Neverthe 
less, it also is a product of relatively high unit value, requiring financing assist 
ance for its purchase. Regulation W is directly related to this situation and its 
present provisions need to be revised if the most widespread public enjoyment 
of television is to be accomplished. 

The provisions of regulation W have been discussed exhaustively by the execu 
tive committee and the board of governors of the National Association of Elec 
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trical Distributors. The association informed the Chairman of the Board of 
Governors of the Federal Reserve System of these views by letter on April 30, 
1951, a copy of which is attached to and is made a part of this statement. 

The forty-third annual convention of the association, at its session on Tuesday, 
May 22, 1951, at the Chelsea Hotel, Atlantic City, N. J., also discussed the need 
for early revision of regulation W and concluded the discussion of that subject 
by the unanimous adoption of the following resolution : 


“RESOLUTION—REVISION OF REGULATION W REQUIRED TO RETARD DOWNWARD RETAIL 
SALES TRENDS IN RADIO, TELEVISION, AND ELECTRICAL APPLIANCES 


“Whereas families of limited incomes are unable to purchase their actual needs 
of appliances, vital to their health and daily living requirements, such as refrig 
erators, ranges, and washing machines, due to drastic down payment restric- 
tions, as now set up by regulation W; and 

“Whereas so-called lay-away plans will not cope with imminent breakdowns 
caused by hot weather, which will affect thousands of old and worn-out refrigera 
tors and washers now in use; and 

“Whereas the denial of purchase to this large segment of our farm and urban 
population has created a serious artificial depression to tens of thousands of 
appliance sales and service retailers, thereby treezing inventories and tying up 
the resources of these smnall businesses to the degree that they are forced to sell 
at a loss, with rising bankruptcies for which we see no end; and 

“Whereas regulation W imposes distribution restrictions which are more ade 
quately controllable by means of production limitations as organized by NPA: 
Now, therefore, be it 

“Resolved, That in the interest of removing the hardships caused by regula- 
tion W, the Federal Reserye Board is hereby urged to modify the down-payment 
terms on consumer electrical appliances immediately so as to relieve and reduce 
the down-payment barriers to consumer purchases ; and that the period of month 
ly installment payments be retained as now in effect; and be it further 

“Resolved, That the decision should be rendered immediately in favor of the 
revisions in the present regulation, subject to later alterations, if the costly and 
violent deflation of the industry should change.” 


NATIONAL ASSOCIATION OF ELECTRICAL DISTRIBUTORS, 
Vew York 18, N.Y.., ip il 380, 1951. 
Mr. WILLIAM McCHESNEY MARTIN, Jr., 
Chairman, Board of Governors, Federal Reserve System, 
Federal Reserve Building, Washington 25, D.C. 


Dear Mr. Martin: This acknowledges, with appreciation, the reply to my letter 
of April 5, 1951, received under the signature of Mr. Merritt Sherman, assistant 
secretary. The information included in that reply is welcome, but I should 
like to take this opportunity to submit one or two additional observations in 
relation to the effects of regulation W on the merchandising of electrical appli 
ances which it is hoped will be found helpful to you and your associates. 

The second paragraph of your reply concludes with the following sentence: 
“While not diways the case, the trade-in allowance in connection with an appli 
ance sale in many instances has the effect of a discount on the purchase price 
of the article rather than an allowance based on the resale value, and adopt 
ing the automobile trade-in ruling for all appliances would to some extent 
nullify the down-payment requirement of the regulation in the appliance field.” 

The above statement applies essentially to cash sales and is therefore, not of 
primary importance in the matter of time-payment sales. Regulation W would, 
therefore, not be concerned with such sales as your afore-mentioned statement 
refers to, and no nullification of the down-payment requirement or other provi 
sions of regulation W could be in question in this instance. ' 

Regulation W, in view of the foregoing, continues to discriminate unfairly 
so far as applying trade-ins as down payments in the case of deferred-payment 
sales of our dealers are concerned. We still feel that there is need for amend 
ing regulation W so as to remove that discrimination, which is having an ad 
verse effect on the business of all electrical appliance dealers 

In view of Certain other serious changes in our economy during the past several 
months, it is becoming increasingly necessary to give impetus to dealers’ sales 
rather than to retard them, yet that is the present effect of regulation W. For 
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example, a comparison of collections and receivables as of now and a year ago 
in the electrical distributive field would, I feel sure, demonstrate just how 
seriously dealers’ business is being stifled. The effects of regulation W certainl) 
have a bearing on that situation. 

On the other hand, it is probably equally true that another important con 
tributing factor is the ability and continuance of manufacturers to produce 
television sets and other electrical appliances well beyond the consumer's 
present ability to purchase them at the present restricted terms. 

Current inventories of electrical appliances are considerably out of line at 
the present time. This condition is quite general throughout the country, 
according to all published reports which fave come to my attention. 

These factors are now beginning to produce a most unfavorable and unwelcome 
result—namely, unemployment. 

Too many dealers today are seen to be advertising their electrical merchandise 
for sale below their actual cost. It is only too obvious that none can remain 
in business for any length of time in that circumstance. Such sales normally 
are resorted to temporarily to liquidate inventory which has accumulated and 
which, because of commitments, must be converted into cash. That is, of course, 
an entirely different situation than regulation W was ever designed to control. 
It is unfortunately, the very situation which exists so widely today in the 
electrical dealer field. 

It is hardly necessary for me to state that the ultimate result of such a type 
of operation—namely, the continued sale of merchandise below cost—results only 
in bankruptcy. Certainly this is a condition which our Government should not 
and would not want to encourage. 

Regulation W, however, with its present restrictions on dealers’ operations, 
is not serving to alleviate the difficult situation in which electrical dealers 
presently find themselves. These dealers, in the vast majority, are in the field 
of small business. Small business, by its very nature, is highly vulnerable to 
severe economic pressure. It requires support by Government and public in 
order to continue its important service to the consumer. 

In the trade paper Retailing Daily of April 19, 1951, there appeared an account 
of the preliminary results of your sixth annual survey of consumer finances 
under the main head: “No slackening anticipated in durable sales.”” The article’s 
subhead read: “FRB survey reveals fear of higher prices, taxes later in year. 

It is to be presumed that the survey referred to was conducted some time ago 
and would, therefore, not refleet the conditions which obtain at present. While, 
at the time of that survey, no slackening in durable sales was anticipated, recent 
and current experience in the electrical distribution field indicates the definite 
possibility of substantially decreased sales in consumer durables for the balance 
of this year. 

The question, as I know you would agree, is by no means academic—it is very 
real. Consumer sales of durable goods are vital in oureconomy. In that interest 
it is suggested, therefore, that it is in order for you and your associates on the 

Board of Governors of the Federal Reserve System to give further and more 
immediate consideration to the effects of regulation W. Particularly is this 
urgent now when it is so essential for the welfare of such great numbers to 
remove any unnecessary and harmful restrictions to the improvement of the 
economy as it relates particularly to consumer durable goods. 

It is fully recognized that you and your associates on the Federal Reserve 
Board are carefully and constantly considering these and other pressing problems 
in our national economy. The studied observations herein are offered in a 
spirit of cooperation with your effort, and with the hope that they will be found 
helpful. 

I, for one of the principal officers of the association, would be pleased to confer 
with you in person to present further amplification of these views: and we will 
welcome an appointment, at your convenience, for that purpose. 

Very sincerely yours, 


Cuas. G. PYLE, 
Executive Director. 
The Cuarrman. Will you have a seat, Mr. Terborgh? We are sorry 
we kept you waiting so long. We will probably have to go in and vote 
again directly. W ithout objection, we will make your written remarks 
a part of the record, and you can read what part of it you wish, read all 
of it, or highlight it, as you desire. 
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STATEMENT OF GEORGE TERBORGH, RESEARCH DIRECTOR, MA- 


CHINERY AND ALLIED PRODUCTS INSTITUTE, WASHINGTON, 
D. C. 


Mr. Tersorcu. My name is George Terborgh. I am research direc- 
tor of the Machinery and Allied Products Institute of 1236 Twentieth 
Street NW., Washington. 

As I said, Mr. Chairman, I am just going to digest this statement 
and present a few of the salient angles. 

The CHairman. We will appreciate that. 

Mr. 'Tersorcu. As you know, my organization is representative of 
manufacturers of c: apital g goods; that is to say, producers of machinery 
and equipment. This is one of the toughest fields in which to apply 
price control, if not indeed the very toughest : and the strictures that 
I feel bound to pass upon the administration of price control in this 
field should be qualified by my acknowledgment that the authorities 
are dealing with an almost impcssible problem. 

Why is ‘this such a tough area for price control? It is almost im- 
possible to conceive of the infinite div ersity and complexity of these 
technological products constituting producers’ equipment. They con- 
sist of liter ally thousands of product lines and tens of thousands of 
separate items. These products are not only diverse; they are in a 
state of rapid flux and change. The technology is very dynamic. 

A lot of this output is unstandarized, ani it requires a heavy invest- 
ment in special engineering. Even when the basic unit is standard, it 
is usually sold with a complement of accessories, attachments, and 
fixtures which are tailor-made for the specifications of the customer. 

Senator Bricker. The complaints that I get from back home are 
right along that line. 

Mr. Trersoren. I can well imagine. Only in part is the production 
standard. There are many producers who never turn out the same 
machine twice. 

The CuHairman. I imagine that is why the military have to make so 
many negotiated contracts. 

Mr. Tersorcu. The bulk of the contracts are negotiated in this 
field. That is correct. 

The Cuarrman. I wish you would go into this matter of the roll- 
back and roll-forward. 

Mr. Trervoreu. I will come to that in a moment, Senator. 

Not only is this a highly diversified industry as a whole; the average 
company produces a terrific range of types, sizes, and kinds. It is un- 
usual to find a company that has less than a hundred different prod- 
ucts. From there they go up into thousands. And when we include 
in addition the spare parts that a company provides for machines 
that it has sold in the past, the number of separate items on which 
it must make prices can run in excess of a hundred thousand. 

I have just one further observation about the characteristics of 
these industries. Not only are they terrifically diversified on the 
product side, their procurement is comparably diversified. They buy 
the most incredible number and variety of materials, parts, and com 
ponents for their operations. It is not at all uncommon to find a com- 
pany buying more than a hundred thousand different items. 
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That brings me to the point in which you are interested, Mr. Chair- 
man, the application of the roll-back-roll-forward technique to this 
industry. 

OPS contrived that system largely with a view to manufacturers 
of a limited number of repetitive standard products, for which it may 
be more or less suitable. 

The Cuarmman. You mean they rolled back these articles? 

Mr. Tersorau. Yes. 

The Cuairman. Well, now, in other words, they put a price on it 
that required the roll-back ¢ 

Mr. 'Ternorcn. The system, Senator, required the company to go 
back to its pre-Korea prices. Starting with these as a base, it adjusts 
them for increases in wage rates and in the prices of purchased mate- 
rials from the pre- -Korea base up to one of two later dates, either De- 
cember 31, 1950, or March 15, 1951. 

As applied to one of these infinitely complex capital-goods opera- 
tions, this involved a fabulous amount of calculating to arrive at ceil- 
ing prices for tens of thousands of different products and to make ad- 
justments for changes in the cost of purchased materials, which again 
may run to tens of thousands of separate items. 

We protested to OPS when this scheme was in contemplation that 
whatever its merits or demerits for certain types of manufacturing 
it is grossly unsuited to the kind of operation that we have to deal 
with. We stated further that we challenged the basic assumption of 
the scheme with reference to our industries; that assumption being 
that the pre-Korea pattern of prices plus the cost adjustments allowed, 
is better than the pattern of prices that prevailed during the freeze 
period of the General Maximum Price Regulation, December 19, 1950, 
to January 25, 1951. 

The Cuamman. Why would you believe that, for the record ? 

Mr. Tersorcu. We know from our observation of the capital-goods 
industries that there were a good many sectors in a state of rather 
severe depression prior to Korea. The recession of 1949 looks pretty 
small in the general indexes, but in some of these capital goods lines 
it was serious, and particularly in those that had been depressed 
throughout the postwar period, such as most kinds of machine tools, 
for example. A good many products were being produced under 
stiffly competitive conditions, and there was considerable production 
at a loss. 

With the rise in demand after Korea, a good many companies man- 
aged to line their prices up with more normal patterns, and by the 
end of the year we had over-all a more livable and reasonable pat- 
tern of prices than pre-Korea. 

‘Senator ScnorrreL. But you did not have your price or your wage 
increases so shar ply reflec ted in that pre- Korea, did you? 

Mr. Trersorcn. A great many of the wage increases came in the 
second half of 1950. In fact, the bulk of the cost increases arose in 
that ag mh 

The CuarrMan. T understood you to state, though, that you of 
course believe that those increased costs should have been allowed in 
the hardship cases. 

Mr. Tersorcu. We made two points toOPS. First, if we are going 
back to pre-Korea prices, on the theory that they constitute a bet- 
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ter pattern of prices than we had in January of this year, the least 
we can do is to allow an adjustment for all subsequent cost increases 
up to December 31 or March 15, as the case may be. But OPS did 
not in fact allow for all cost increases. Indeed, they excluded major 
elements of cost, such as general research and development expense, 
general administrative expense, and the cost of selling, distribution, 
and purchasing. Since these elements of cost are exceptionally im- 
portant in capital-goods production, we held that the application of 
the scheme was discriminator y. 

Our second point was that even if OPS allowed for all post-Korea 
cost increases they would still wind up with a ceiling-price pattern 
for capital goods poorer than they would get by simply freezing prices 
in effect in the December-January base “period used in the General 
Ceiling Price Regulation. 

We made the further point that the roll-back scheme is prejudicial 
to the expansion of production in the machinery field. As you gen- 
tlemen know, there are some very acute shortages of equipment 
needed for defense production. The producers of this equipment are 
being harried day and night by the Munitions Board and the Services 
to get more production out at any cost and in all haste. How can they 
respond to such an appeal ¢ Obviously there is no time to build new 
productive capacity. That takes a year or two. There are only three 
ways by which a machinery producer « ‘an accomplish a quick expan- 
sion of output. The first, of course, is to put his forces on overtime. 
For that he pays time and a half. The second is to put on additional 
shifts. For these he pays a shift premium, and incurs additional 
cost. because of low efficiency on night shifts, the expense of training 
green crews, and so on. The third method is to subcontract part of 
the job to other producers. OPS allows no adjustment whatsoever for 
these additional costs. 

In this it runs counter to the policy of other agencies of the Gov- 
ernment, which seek not only to expand the production of equipment 
in tight situations, but by every means possible to expand subcon- 
tracting and thus bring small business into the defense effort. 

The Cuatrman. Who is responsible for that? OPS? 

Mr. Tersnorcu. OPS. 

The CuarrmMan. Not the military ? 

Mr. Tersorcu. No, the military appear to have taken a very broad 
position on this question. 

The CuatrMan. I just wanted that for the record. 

Mr. Tersorcu. In the present market subcontracting costs are very 
high. It is almost never possible to find a subcontractor for a ma- 
chinery builder who can produce the part or the complete unit at 
anything like the cost of the builder himself. That is natural, to be 
sure. The regular producer is geared to it. He has the know-how. 
He has the skilled labor. It takes time for a green operator to get in 
the groove. 

The only way to get a rapid expansion of subcontracting in the pro- 
duction of machiner y isto permit the machinery builder to pass on the 
additional costs that result from subcontracting. Thus far OPS has 
denied any adjustment for increased subcontracting costs. 

The CuarrMan. How much production do you think that would 
curtail? Just roughly, as a percentage. 
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Mr. TrersorGH. It is important in some lines. 

The Cuamman. What lines? 

Mr. Trernorcu. As you know, Senator, the tightest single category 
of producers’ equipment is probably machine tools. 

The Cuatmrman. That is right. I am talking about machine tools. 

Mr. Trrnoren. Even within machine tools we have great diversity. 
Some tools are in fairly current supply, and others have long deliv- 
eries, maybe running up to 2, 3, and even 4 years. It is in those tight 
areas where subcontr acting would naturally be resorted to if it were 
economic for the producer to do so. What it adds up to in the 
aggregate I cannot venture to say. 

Senator Scnorrrrr. Let me ask you this. W hat theory did the 
OPS take about not allowing those additional costs? Was it because 
the tools were in the exe ess-profits bracket? Or just what justifica- 
tion was there? That does not make sense to me, not to permit the 
additional costs to be used as a factor for the fixing of the price. 
What explanation of that did they give you? 

Mr. Trernorcu. Well, they seemed to be beset by qualms over the 
possibility that some producers would get away with something. 
They felt that any regulation they might draft would be subject to 
abuse. For one reason or another they ‘seemed to suffer from admin- 
istrative paralysis. Not all the pleas of the military, the Munitions 
Board, the Machinery Institute, and others, have served to break the 
situation loose up to this time. 

The Crarrman. I do not think that I made your statement a part 
of the record, did I? 

Without objection, the statement will be made a part of the record. 

Mr. Tersorcu. Our next major point is that in view of the nature 
of manufacturing operations in the capital goods field, it is impos- 
sible for the average company to comply with the requirements of the 
regulation—I am speaking of CPR 30—because of the volume of pa 
per work required. Most of them don’t have the requisite data and 
records in the first place, but even if they had them, they would not 
have the staff and the time to go through the necessary arithmetic 
which, believe me, is formidable—to arrive at the ceiling prices under 
the requirements of CPR 30. 

With your indulgence, I should like to read a few excerpts from 
letters of our member companies on this point. They will give you 
a more vivid impression of what is involved in this roll-back roll- 
forward hocus poeus. 

We believe the OPS does not appreciate the administrative task imposed by 
the pre-Korea plus-cost procedure. Thus in the case of our company our current 
price list covers finished machines of all models and types plus maintenance 
parts totaling 150,000 separate pieces. These machines and parts are made from 
some 200,000 separate components. Adding designated cost increases to pre- 
Korean prices would necessitate handling the invoices from our suppliers, our 
own separate manufacturing job orders, and our own separate job tickets cover- 
ing these 200,000 components * * *, Thus we would be compelled to ex- 
amine and calculate cost increases from sources totaling 1,000,000 pieces of 
paper. Our plants and accounting offices are better equipped mechanically than 
a great many companies to do such work. Nevertheless, we estimate that the 
cost calculation involved would require from 4 to 5 months’ time from our entire 


accounting department. But our accounting organization cannot be devoted to 
this task if we carry out our regular business in the meantime. 


Senator Scnorrret. I want to say quite frankly to you that I have 
received letters from some very reputable firms expressing the same 
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difficulty that you are pointing out to this committee here and saying 
to me that, “If we complied with this, we would have to just shut 
down all of our accounting and our calculating detail department for 
a minimum of 6 to 9 months and do nothing else.” 

Now, that to me is just one crazy-quilt patter nofapproach. I just 

cannot understand the reason for asking for any complete detail, 
wwhitoh is a loss factor. I will just venture the guess here that they 
have not got enough smart people in W: ashington i in that department 
over there to take a second look at it after it is compiled. 

Mr. Trersorcu. I agree. 

The Cuarman. Let me ask you this. How many other concerns 
do you believe are in the same situation as yours / 

Mr. Trersorcu. On that we have no information, except general 
knowledge of the different areas of manufacturing. I should guess 
that while ours is probably the worst single area, because of the tech- 
nological production involved, there are many other fields of manu- 
facturing that have the same headache. Their afflictions are differ- 
ent only in degree from ours. 

The CHarrman. How could we change the present law to correct 
this? And I might say right now for the record that I propose to 
ask OPS these questions that you have listed here, because I do not 
understand, as Senator Schoeppel says, how you are going to do it. 
You cannot spend your time keeping account of books and doing no 
work. 

Mr. Trersorcu. I am going to argue later, Senator, that we should 
not have price control in this field anyway. but assuming we must 
have it 

The Cuairman. Well, it is very difficult to exempt one and not an- 
other. A lot of people will want to be exempted. and I can only speak 
for myself in saying that I think you cannot exempt one and not the 
others. 

Mr. Tersoreu. That is your decision. 

The Cuairman. No, I did not mean it as my decision. I mean the 
committee. Very frankly, I am up against the same thing. Some- 
body wants this exempted and somebody wants that exempted, and 
if we are going to exempt one we might as well exempt all. 

Mr. Trrporcu. But if exemption is denied, our recommendation is 
this: Get rid of the hocus-pocus of roll-back roll-forward in the capi- 
tal good industries. You can get rid of it generally if you wish to, but 
in these industries get rid of it. It is a monstrous misfit. 

The CHarrman. Freeze them where they are, but do not tell us how 
you are going to roll it back 2 months from now. 

Mv. Ternorcu. Let us have the ceiling prices in effect during the 
base period of the General Ceiling Price Regulation. That period 
is December 19 to January 25 last. Let us freeze these prices as initial 
ceilings. From then on we have the problem of making adjustments as 
conditions change. 

The Cuairman. Not roll-backs. I am going to differ with you on 
that. 

Mr. Tersoreu. No, not roll-backs. I want to come next to the prob- 
lem of adjusting these initial ceilings. That, believe me, is a very 
tough problem also. Control will not work, it cannot work, unless 
there is provision for prompt and flexible adjustment of whatever ceil- 
ing prices are initially determined. 
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The CuatrmMan. Or regulations. 

Mr. Trernorcu. Yes. Now, I want to come to what I deem one of 
the most extraordinary documents I have ever had the misfortune to 
read, the relief provision of CPR 30. 

The Cuarrman. I know, but that does not have anything to do with 
the law. And I am not suggesting that I believe in CPR 30. Do not 
misunderstand me. But how can we more effectively pass a law that 
would perhaps not allow such a regulation. I have been thinking 
about putting an amendment in the bill. Of course, it would be face- 
tious to say it, but I have been thinking about putting in an amend 
ment not to let anvbody make an order ‘that is more than 10 lines or 
100 words in length. 

But I do Want to find out some way to get brevity and substance in 
an order, rather than to have some lawyer present a big thick docu- 
ment of four or five pages. 

Mr. Ternorcu. I should like to point out first what the existing 
relief provision is. 

The Cratrman: Well, I can understand that. I know there are 
relief provisions on agricultural products. 

Mr. Trersorcu. The relief provision of CPR 30, which is section 41, 
states expressly that ceiling price adjustments for any individual item 
or product line will be denied unless the applicant company is in the 

red on its entire operations. Even then, the company must prove 
that this over-all deficit is not due to any of six enumerated factors, 
the presence of only one of which will debar relief. But that is not 
all. The company must demonstrate that the relief asked for will 
not create an over-all profit but will merely restore its operations to 
“a break-even position.” 

Senator Benron. Sounds like a fine job for a good accountant. 

Mr. Tersorcu. We marvel that a Federal agency should be ani- 
mated by so obviously fanatical an antipathy to profits. There is 
unmistakably evident here a determination to prescribe the total 
extinguishment of profits as a condition of relief. 

The CnarrmMan. Of course, they have some people down there that 
think they are going to do that, but I do not think they are. 

Mr. Tersoran. I hope you are right. 

The Cuamman. Not if Ihave a vote. We are passing the National 
Production Act. It is up to the Finance Committee of the Senate 
and the Ways and Means Committee of the House to pass a profits-tax 
bill. It is up to them to see that renegotiations are properly con- 
ducted, together with the Appropriations Committee. I understand 
and I know, and I think the rest of the members of this committee 
realize, that they have tried to use the law that we passed last year to 
write in profit control. I do not know the answer, but I am certainly 
going to vote in no uncertsin terms my one little vote not to permit 
them to control profits under this bill. And I think the rest of the 
committee feels the same way as I do. 

Mr. Trerrorcu. You asked a moment ago what our proposal is. We 
have two recommendations here. The first is that we allow an auto- 
matic pass-through of approved cost increases incurred after the ini- 
tial ceilings are established. By approved cost increases, I mean in- 
creases in wage rates and salaries of the company’s own employees 
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approved by the Wage Stabilization Board, and increases in the prices 
of its suppliers, which prices are also presumptively approved. 

The Cuarrman. Have you got that in the form of an amendment ¢ 

Mr. Trersoren. We have not drafted it in statutory form, but that 
is the principle involved. We believe that insofar as the need for 
relief arises from federally approved increases in costs, that relief 
ought to be automatic. There should be a complete pass-through of 
such approved cost increases. 

Other cases of relief, and there will be many others, will probably 
have to be administratively reviewed and determined. As to those 

‘ases, we believe that Congress. in view of the evident disposition of 
OPS to engage in profit squeezing, has the duty to lay down some 
standards for relief in these nonautomatic situations that are con- 
sonant with the health of our economic system. Obviously, present 
legislation is deficient in not giving a clear indication of the intent 
ot Congress. 

The Cuamman. Well, I do not mean to be again facetious, but | 
would like to get your ideas as to how we could amend the law so as 
not to pl: we the tax law in the National Production Act. 

Mr. Tersoren. | think those two proposals would go a long way. 

Senator ScHoepreL. Your first proposal, where you mention the 
pass-through, where one of the authorized agencies has already ap- 
proved the various steps, certainly should be sufficient guidance as 
to the regularity and the practicability of having that included in 
determining your ultimate cost factor. And it just seems to me that 
that is merely practical. It is not exactly a short cut, but it is a deter- 
mination that has been made by one of the agencies. That is not a 
determination that would be made if they were going to be suspicious 
of your organization. That is something that has been passed on by 
an official board, and it seems perfectly practical to me that we could 
consider that phase of the thing, that we in some way should con- 
sider that. 

Senator Benton. Mr. Chairman, do I understand that you asked 
the witness to provide us with a specific amendment to implement 
what he has said ¢ 

The CHarrMan. Yes. 

Senator Benton. | would like to see just what he would have 
the way of implementing that. 

Mr. ‘Terrorcu. We can develop a draft if you would like to see 

The Cuamman. Yes. Because I do not think this is a tax bill. T! 
tax bill is not going to be handled until October. We are going 
handle this bill this month, 7 

Mr. Tersorcu. We will send it in. 

Our last point is that relief, whatever its character, must be prompt. 
We have had too many examples of administrative paralysis in OPS. 

The CHairman. We had paralysis through not putting the law 
into effect from October to February. 

Mr. TrersorcH, One item of relief in which we have been interested 
has been pending for 4 months. 

The Cuairman. I do not know how you can speed anybody up in 
Government. I have been around here a long time, and I cannot 
figure that out. I mean, with due respect to you and appreciation of 
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what you have said, I do not know how you can get anybody in the 
United States Government to speed anything up. 

Mr. Tersorcu. If a company files a petition for relief, and if it is 
not affirmed or denied within a certain allowable period, let it go into 
effect automatically. 

Senator Benton. Do you have many such cases in your industry / 

Mr. Trervorcu. Well, the case I referred to, Senator, is a special 
one. Thus far everything has been in such chaos in capital goods that 
I do not think many companies have gotten around to filing relief 
claims. 

Senator Benton. We have had testimony before the committee 
ee the great rise in corporate profits in the first quarter of 
this yea Do you think the profit rate in your industry is behind 
last year ? 4 

Mr. Tersoreu. I do not have anything later than the fourth quarter 
of 1950, but I did look that question up just before coming over. If 
profits are related to sales, the fourth-quarter ratio for what the Fed- 
eral Trade Commission classifies as machinery was 7.27 percent. The 
corresponding ratio for the year 1948 was 7.30 percent. In other 
words, the profits on sales in the fourth quarter of 1950 were almost 
identical with the annual rate for 1948. 

The CuHatrman. Have you any people working in these offices from 
your agencies, or the people that you represent ‘ 

Mr. Ternore nu. No. 

The Cuairman. I imagine that is the only way you are going to 
get any help and get anying in a hurry. When they hire these people 
down here at a dollar a year, you should be able to get an answer. 

Mr. Trernorcu. Some cake from machinery companies are work 
ing in control agencies here, but they are in no sense representatives 
of the institute. 

The Cuarrman. Why do they not do something about it? They 
bring all these big-business men down here, titans of industry. I see 
their pictures in the papers. They come down here to take a holiday 
and get away from home. 

Mr. Tersorcu. I will tell you privately. 

The CuarrmMan. I will say it publicly. I have been trying since 
January to find out what are going to be the critical defense areas of 
the United States. I have been trying to get that declared by the 
people who have been put down here, since January, and up until 
today we have received very little along that line. 

Senator Benton. In my strictures on trade association executives 
this morning, I should have exempted Mr. George Terborgh, one of 
the ablest in the entire country. Why does he not come down here 
and go to work himself? I think he would be a great addition to 
the Government. 

The Cuarmrman. I did not mean to in any way be rude, but I know 
since I have been around here I have found it is the slowest place 
to get anything done I have ever laid my eyes on. And I have been 
many places. 

Mr. Tersoreu. I will tell you privately why some businessmen 

seem ineffective in Washington, but I do not want to place it in the 
record. 
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Senator Scnoerret. Is there something we can do to correct that? 

The CHarmmMan. I wanttohelp. We have people out in my State who 
are out of work, and other people up here getting certificates of neces- 
sity and tax amortization to cover what these people are making. The 
product is being stored, what they cannot sell. Now, that is a fact. 

Senator Benron. Lam curious at Mr. Terborgh’s reluctance to speak 
out here. 

Mr. Terporcu. I will also give you my views, Senator, but privately. 

The Cuamman. I understand. But you will admit to me that they 
do not do much. 

Mr. 'Trrsorcu. They are not as effective as they should be. That is 
certain. 

The Cnarmman. Who stops them? This committee does not stop 
them. The “watchdog committee” is begging them to do something. 
Really, I would like to know. Not any individual names, but I would 
like to know how this committee could expedite these things that 
you bring up. Because the law is so distinctly written. You are 
familiar with the law. On page 7 it says: “will be generally fair and 
equitable and will effectuate the purposes of this title.” And it goes 
on, page after page. 

Mr. Tersoren. The language is good. 

The Cuarmman. I understand that the |: inguage is good. We wrote 
the language. But I want to know how we can enforce the language. 
That is, the committee does. I really mean it. I can talk about this 
on the Senate floor. 

Mr. TrrsorcH. I am going to get out of the way now, Senator. In 
view of your comments on our basic recommendation, decontrol, I 
will just leave it in the record for you to read. 

The CHatrman. Now, we are a free people and a conservative 
people. I hope we are. I think Iam. And if we do not have some 
control around here or pass some law, the element that is always 
screaming that they want to take all the business of the country over 
and build this and build that, build all the steel mills, and all the rest, 
will be in an excellent position. Because I know and you know that 
prices will rise unreasonably if we take off all controls. 

Senator Benron. I wish the witness would speak on that. 

The Cuamrman. That is what is worrying me. 

Senator Benton. You would not recommend a bill with no price- 
control provisions, would you ? 

Mr. Tersorcu. The basic issue is whether it is feasible to decontrol 
areas Which on their own merits would justify decontrol. 

The Cuarrman. That is right. 

Senator Benton. But I am glad that you cleared the fact that you 
recognize there are wide areas in the economy where controls are un- 
happily and unfortunately at least temporarily necessary. 

Mr. Trervorcu. I have no mandate to speak for my organization 
on that general question. I will say only that I appreciate the dif- 
ficulties of selective decontrol. 

Senator Benton. Each witness, you know, that comes before us, 
(loes say roughly this same thing, that “It won't work in my particular 
held.” ’ That is what makes the committee’s job difficult. They say, 
“It will work in some other fields.” Some of them agree that we 
need the controls. 
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Mr. TrersorGu. The only way price control has a chance to work in 
the machinery field is to get away from this roll-back business, fix 
initial ceilings, make relief so far as possible automatic, and then 
for the nonautomatic relief have some reasonable standards for eli- 
gibility and prompt, flexilble, and responsible administration. 

Senator Benron. Well, that is a clear-cut proposal, and it is made 
against the background of your anticipation that the committees of 
Congress will be forced to enact some kind of control program for the 
economy as a whole. 

Mr. Trrsorc. We have to defer to your judgment on the decontrol 
question, although our views are clearly set out in our statement. 

The CHatrman. That is on this question of what is best for the 
American businessman and the American people. Because I know 
what is going to happen if you take all controls off, as you suggest. 
Or I do not say you suggest it. I do not want to put any words in 
anybody’s mouth. Thereare certain segments of business where prices 
would go very high. There are certain cases where they would not. 
Then Congress would be blamed for permitting this again. I am 
glad Congress passed the law last September, so that at least we can 
stand on it and say, “Here. We did it.” 

Mr. Trersorcu. I am not here to debate the question of general de- 
control. 

The CHairmMan. I was merely talking with you about these orders 
that go on page after page. You can understand what the little-busi- 
ness man in my part of the ¢ ountry would be up against. He would not 
have time to read them, and in the second place he would not have 
enough money to properly carry them out. No, lam not quarreling 
with you. I agree with what you say. <A lot of it makes common 
sense. 

Mr. Terrorcu. The practical result is that most et goods coni- 
panies will be in technical violation. They can’t help it 

The Cuamman. Of course. Mr. DiSalle suggested licensing all 
companies. Well, they would be in technical violation. 

We thank you for your appearance. 

Mr. Terrorcu. Thank you, sir. 

(Mr. Terborgh’s prepared statement follows:) 


STATEMENT OF GEORGE TERBORGH, RESEARCH Director, MACHINERY AND ALLIED 
Propucts INSTITUTE 


Mr. Chairman and gentlemen of the committee, as most of you know, the 
Machinery and Allied Products Institute represents the capital-goods industries, 
which produce the facilities of production, distribution, transportation, communi 
cation, and commerce. The institute is, of course, deeply concerned with the 
impact of price control on these industries, and it is keenly appreciative of tlh 
opportunity to testify on this subject before the committee. For it is alread) 
evident that the control of capital-goods prices under the authority of the Defense 
Production Act of 1950 is gravely defective, and that corrective legislation is 
urgent. Now that the committee has before it a bill to amend that act (S. 1397), 
it is a most appropriate time to consider the problem. 

There can be little disagreement among thoughtful men that direct control of 
prices and wages is at best a temporary palliative, and that the fundamental 
cure for inflation is a curtailment of demand on the one hand and an increase 
of production on the other. In the pursuit of this more basie remedy, capita! 
goods play a strategic role. For they are purchased for one of two purposes 
to reduce existing costs of production or to expand productive capacity. In 
accomplishing either purpose they help to reduce the upward pressure on prices 
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and to abate inflation. Thus a major concern of economic stabilization should 
be the encouragement of capital-goods production. 

With full recognition of the pressure under which the adminstative officials 
have labored, and with due allowance for the difficulties involved, we must never- 
theless record our judgment that as the control of capital-goods prices has pro- 
ceeded thus far it promises to discourage, rather than to promote, production 
in this field. The basic error, as we see it, has been a failure to recognize ade- 
quately the special characteristics of capital-goods production, and a consequent 
unwillingness to differentiate this area for control purposes. l|nstead, there 
has been an evident determination to subject it to the same pattern of control 
developed for manufacturing in general. The result is a deplorable misfit, as we 
shall show. 

In so describing the result, we do not mean to imply by any means that the 
fault lies wholly with the administrators. On the contrary, much of the difficulty 
lies in the vagueness and generality of the governing provisions of the Defense 
Production Act of 1950. The act fails to spell out adequately the criteria and 
standards of control, and the inevitable tendency of administrators is to interpret 
it as a mandate to fix the prices of everything, and as nearly as possible in the 
same fashion. It is of the utmost importance that the legislative purpose and 
intent should be more fully disclosed. 

With these introductory remarks, I should like to turn to a review of our 
experience to date with price control of capital goods. Before I do so, how- 
ever, I should like to take this opportunity to state that while we have disagreed 
with many administrative decisions, our relations with the administrators them- 
selves have been cordial throughout. It is indeed a pleasure to record here our 
appreciation of the unfailing courtesy with which our representations have been 
received. 


CAPITAL GOODS UNDER GCPR 


Capital goods prices were frozen, along with most other prices, under the 
General Ceiling Price Regulation of last January 26, the base period for the 
freeze being December 19, 1950, to January 25, 1951. Under the terms of that 
order, however, what was frozen was the prices of goods delivered during that 
period, not prices then in effect. This resulted in a gross discrimination against 
capital-goods producers, most of whose deliveries during the base period repre- 
sented prices quoted and contracts entered into many months earlier at much 
lower levels of cost than were current in the base period. This the institute 
lost no time in bringing to the attention of OPS, by the President's telegram and 
letter of January 30 and February 1, respectively. 
mission, to quote from this letter. 

“Capital-goods uranufacturers typically operate on a long production cycle. 
A rolling mill, for example, delivered during December or January will have 
been contracted for and priced as much as 2 years earlier and the prices quoted 
will have reflected costs in effect at that time. Even in those rare instances where 
capital goods were priced under escalation clauses the relief is only partial where 
long production periods are involved since recent increases in costs are applicable 
to only a portion of the production of goods ordered many montilis earlier. Hence 
the price on delivery will reflect only a small part of increased current costs. 

“Under the regulation just issued capital goods manufacturers are being asked 
to quote prices on Many commodities on the basis of costs existing months earlier, 
a substantial number on the basis of pre-Korean costs, and some reflecting costs 
prevailing during the 1949 recession’ 


I should like, with your per- 


“May I call your attention to the fact that capital goods were never subject 
to the General Maximum Price Regulation prevailing during World War II, but 
were governed by Maximum Price Regulation No. 136 and Price Schedules 67 


and 105. All of these regulations established ceilings on the basis of the ‘price 
in effect’ on the freeze date. (See sec. 1390.1 of Maximum Price Regulation No. 
136 issued April 30, 1942.) 

“I should like to impress upon you the urgency for immediate correction of 
the inequities created by the January 26 freeze order. Rolling mill manufac- 
turers are now being asked for quotations on rolling mills to be delivered for 


1The reference here to “the 1949 recession” deserves a word of comment. While this 
recession was mild as reflected by indexes of industrial production as a whole, it was 
rather severe in some categories of capital goods, particularly those, like machine tools, 
with a low volume of activity in the postwar period . In many product lines markets 
were soft and profit margins subnormal throughout 1949 and the first half of 1950. 
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the steel expansion program. The ceiling price on rolling mills may be based on 
prices established in 1949. Diesel engine builders are being asked for quotations 
on Diesel engines needed for power generation in connection with the expansion 
of aluminum capacity. Diesel engines delivered in December typically were 
priced early in 1950. . 

“Let me cite as another example the pricing of frames and bolsters for the 
freight car program. In some cases prices for December delivery were established 
in August of 1948. Increases made in July, September, and December have not 
been reflected in delivered prices to date. Special industrial machinery such as 
grinders delivered during the base period toe~jet engine builders were priced in 
May 1950, and earlier. Inquiries are new going out for milling and boring ma- 
chinery for the tank program. December and January deliveries of milling and 
boring machinery were priced before the Korean emergency. These examples 
are merely typical of situations that run into the hundreds. You will appreciate, 
I am sure, the inability of manufacturers of such capital goods to make deliveries 
against prices which fail to reflect very substantial cost increases which have 
taken place during the past 7 months. 

“The inequities I have called to your attention must be corrected prior to the 
establishment of a special maximum price regulation for capital goods manu- 
facturers, which will and should require careful study. As an interim measure 
we suggest an immediate amendment to the General Ceiling Price Regulation 
to permit capital goods producers to treat as their ceiling prices those prices 
‘in effect’ during the base perior as reflected by firm commitments during that 
period for future deliveries. It is imperative that action along these lines be 
taken immediately. Every day's delay will have an adverse effect on defense 
production.” 

Notwithstanding the fact that officials of the institute, and others, were given 
to understand that this discrimination was unintended and inadvertant, and 
that an amendment or interpretation of GCPR would issue promptly, no such 
action has yet been taken. As a result of this administrative paralysis, it now 
appears that by July 2, when GCPR is superseded as to machinery and equip- 
ment by CPR 30, capital goods manufacturers will have been subject to this 
inexcusably unfair and punitive provision for no less than 5 months. 


OUR PROTEST ON THE PROPOSED ROLL-BACK PROVISIONS OF CPR 30 














































Soon after GCPR issued, it became apparent that a high-level decision had been 
reached to roll back manufacturers’ prices to pre-Korea, subject to adjustment 
for certain cost increases since then. This scheme not only promised to be highly 
discriminatory against capital goods procducers because of the relatively 
greater importance in their case of costs excluded from this adjustment; by 
reason of the peculiarities of their operations the roll-back /roll-forward_ pro- 
cedure appeared to impose extraordinary heavy, if not impossible, administrative 
burdens on these producers. Accordingly, the institute protested the plan in 
numerous conferences with OPS officials and in a letter dated March 21, from 
which I quote in part: 

“In this connection we regret to learn that, despite our plea to the contrary, 
the tentative draft [of the machinery regulation] provides for a roll-back of 
prices to the pre-Korea level, with an adjustment for increases in labor and 
material costs between Korea and some recent date. I am taking the liberty, 
while this arrangement is still under consideration, of pointing out some of 
its probable consequences and urging again the alternative proposed in my letter 
of February 1. 

“First, let me comment briefly on the general idea of a roll-back. It stems, of 
course, from the belief that industry has raised prices since Korea by more 
than the increase in costs. While this may be true in some instances, there is 
no evidence that it is so generally, if costs are reckoned, as they should be, on 
a current replacement basis. On the contrary, with such a reckoning profit 
margins appear to have narrowed somewhat. This is indicated by Government 
(Department of Commerce) estimates for all corporations, Which show profits 
in the second half of 1950, after taxes and inventory valuation adjustment, 
7 percent above the corresponding profits of the first half, notwithstanding 
an increase of 15 percent in sales. If profit margins appear to have widened, 
it is only because they have been computed on historical rather than current 
costs. In other words. it is only because they are in part illusory. 

“T need not point out that as price and cost trends level off, and as the past 
acquisition costs charged against current production approach the current costs 
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these illusory profits will disappear, and profit margins based on historical cost- 
ing will come down to the real margins. Since these are below the pre-Korea 
level, as I have just indicated, and will be restored automatically without any 
price roll-back, it is difficult to see how such a roll-back can possibly be justified 
except as a means of realining particular prices with each other. For this pur- 
pose it has no value at all commensurate with the almost infinite trouble it will 
cause both industry and the price administrators. 

“Let me apply these general observations to the specific problem of machinery 
pricing. There is, in our judgment, no presumption whatever that a roll-back 
to pre-Korea prices, even with adjustment for subsequent increases in direct 
costs, will yield a pattern of maximuin prices any more just and equitable as 
among different producers or different products than the pattern obtained by a 
simple freeze of prices in effect in a recent period. Any basis for a freeze, 
whether pre-Korea or later, is bound to develop innumerable inequities and 
absurdities, but the more recent the freeze period the fewer, in general, they 
will be. In any event, the remedy, so far as there is one, is a prompt and 
flexible administration of relief, not a general roll-back. 

“To be still more specific, I should like to point out that the proposed roll- 
back, with the roll-forward of direct costs, is grossly discriminatory against the 
capital goods industries because of their extraordinarily high ratio of indirect 
and everhead costs to direct costs. Since the proposed formula affords no 
adjustment for increases in these costs, it calls for a measure of cost absorption 
not only out of line with that required of other industries, but wholly unjusti- 
tie in principle. If we assume that the object of the roll-back is not blind 
and promiscuous profit-squeezing, but is rather the limitation of post-Korea 
price increases to those justified by cost increases, there can be no possible 
warrant for allowing some cost increases and excluding others. If the roll- 
back-with-cost-adjustment device is to be used at all—and I have made clear 
our view that in any event it should not be applied to the capital goods indus- 
tries—it should certainly provide for a roll-forward of all costs. 

“So much for the principle involved. Let me turn now to the administrative 
aspects of the proposal. I suspect that the limitation of cost adjustinent to direct 
costs alone reflects the belief that only these costs are clearly identifiable product 
by product and item by item. Since indirect costs and overhead are not so iden- 
tified, they are simply ignored. Thus principle is sacrificed to administrative 
expediency. It is an illusion, however, to suppose that in the machinery busi- 
ness even direct costs are universally and automatically available for every item 
subject to price adjustment under the pending scheme. This is emphatically 
not the case. Particularly in the smaller concerns with limited cost-accounting 
systems, the standard shop records provide the necessary data for only a fraction 
of the separately priced items it is proposed to adjust. In such cases the com- 
pilation of the data required for the adjustment is a huge, if not almost impossible, 
undertaking. The task cannot fail to tie up in tedious and prolonged paper work 
both officials and staff who should be devoting their energies to defense produc- 
tion. What is proposed is an administrative monstrosity.” 


OUR WARNING ON EFFECT OF PROPOSED REGULATION ON EXPANSION 
OF CAPITAL GOODS PRODUCTION 


The institute was concerned not only with the paper work requirements of the 
proposed roll-back/roll-forward arrangement as applied to capital goods, but 
also with its effect on the production of such goods. For the draft of CPR 30 
denied adjustment for certain cost increases unavoidably incident to a rapid 
expansion of capital goods output, specifically, increases in overtime pay, shift 
premiums, and subcontracting costs. On this aspect of the pending regulation 
the institute, again after conferences with OPS officials, addressed letter dated 
April 21, from which the following is quoted: 

“It seems incredible that these elements of increased cost [overtime, shift pre- 
miums, and subcontracting] would be disallowed in the final draft of the ma- 
chinery regulation. Yet the incredible seems to have happened. If we are cor- 
rectly informed, it is proposed to take no cognizance whatever of these costs in the 
adjustment of pre-Korea prices to the ceiling level. I earnestly hope that before 
this decision is finalized you will weigh its consequences for the defense effort. 

“I need not tell you that capital goods manufacturers are being importuned 
by military procurement officers and defense production authorities to expand 
their output with all possible speed and at whatever necessary cost. It is well 
known, indeed, that the provision of new facilities for defense production threat- 
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ens to become a major bottleneck in the whole program. How, may I ask, ar: 
the equipment manufacturers to meet this demand? By expanding their own 
productive facilities? This takes time. It may be the solution for a year or 
two from now, but in the meantime the emergency must be met by other means. 

“The principal alternative means are overtime, extra shifts, and subcontract 
ing. All involve increased costs: overtime because of time-and-a-half and 
double-time rates ; extra shifts because of shift premiums and reduced efficiency : 
subcontracting because of the inexperience of subcontractors, the imperfect ad 
aptation of their facilities to the operation, added transportation costs, ete. If 
the expansion of equipment production is imperative, however, these extra costs 
must be met, and the equipment manufacturer must be reimbursed for incur- 
ring them. Yet the proposed regulation requires their disallowance in the de 
termination of ceiling prices. Thus the manufacturer is compelled to absorb 
them to his own detriment. 

“We submit that there are no grounds in reason or common sense for even 
asking the equipment producer to absorb these extraordinary costs. They are 1 
part of the inevitable waste of war and preparation for war, and should be 
horne by society at large. But quite apart from questions of equity, it must be 
recognized as a practical matter that to inject so formidable a disincentive to the 
expansion of machinery production runs flatly in the face of what the defense 
authorities outside the OPS are trying to achieve. Unless their efforts are to he 
stultified, this artificial penalty on expansion should be removed. Again I urge 
you in all seriousness to weigh the consequences before this order issues.” 

It is appropriate to add here a point stressed in conference with OPS at the 
time, namely, that it is the established policy of other defense agencies to pro 
mote the broadest possible development of subcontracting in order to secure 
not only a rapid expansion of defense production but also the widest participa 
tion of small business, and that an effort of the price control agency to force 
the absorption of increased subcontracting costs would run directly counter to 
this policy. We emphasized particularly that small business would be the 
principal loser from the course of action proposed. 


° 
20 


CPR 





AS ISSUED 





Notwithstanding substantial improvements of the pending regulation in re 
sponse to the representations of the institute and others—improvements which 
we gratefully acknowledge—CPR 30 issued on May 4 with many of the obje« 

tionable features retained. The roll-back/roll-forward procedure is mandatory 
Large sectors of cost—general administrative, selling and distribution, purchas 
ing, general research, ete.—continue to be excluded from the roll-forward ad 

justment. Also excluded are cost increases due to greater use of overtime, 
extra shifts, and subcontracting, not to mention increases resulting from changes 
in suppliers, in the size of lots purchased, or in the methods of transportation 
employed. As for the paper work requirements, it is almost impossible for 
the average capital goods company to comply with them. 

What we have in CPR 30 is a long, intricate, and technical complex of provi 
sions running to 13 pages of fine print, not counting appendixes. This complexity 
stems almost wholly from the determination to impose on the capital goods in 
dustries a roll-back/roll-forward procedure unsuited to this field of productio: 
It is not too much,to say that the regulation still merits the characterization 
the Institute applied to an earlier version: an administrative monstrosity. 


COMPLEXITY OF CAPITAL GOODS PRODUCTION 





The reason the roll-back/roll-forward scheme is an administrative monstrosity 
as applied to capital goods stems from the extraordinary dynamism and com 
plexity of the production process in this field. With your indulgence I shall 
comment on this point for a moment. 

It is difficult to conceive of the almost infinite diversity of capital goods 
They consist of literally thousands of product lines and tens of thousands of 
separate products. Not only are these products diverse ; they are highly chang 
able from time to time. The rate of technological improvement is extreme!) 
rapid. Moreover, a large proportion of the output is unstandardized, an 
requires a heavy investment in special engineering. Some producers almost 
never make the same machine twice. Even where the basic unit is more or less 
standard, it is commonly sold with a variable complement of tools, jigs, fixtures, 
and attachments tailor-made for the customer. 
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If the category itself is diverse, so also is the output of the individual manufac- 
turer. While the smaller equipment companies may produce only one line of 
product, that line containing, however, a whole range of types and sizes, the 
larger producers spread their activities over a number of lines, sometimes a 
very great number. It is not uncommon to find companies with several hundred 
products, counting separately different types and sizes within each line, not to 
mention many thousands of repair parts for machines produced in the past. 

With this product diversity within the individual concern, it must be obvious 
that the number of separate materials, parts, and components purchased by a 
single company can run into almost astronomical figures. Counts in excess of 
100,000 are by no means exceptional. Moreover, the range and variety of these 
items is as notable as their number. When we add the fact that they are in a 
constant state of flux and change, like the products into which they enter, it 
becomes quite apparent why the roll-back/roll-forward ritual is unsuited to this 
field of production. 


IMPOSSIBILITY OF COMPLIANCE 


So concerned was the institute with this problem that after conferring with 
OPS officials its president on May 16 dispatched a letter protesting the roll-back 
roll-forward requirement of CPR 30 and asking that the regulation be amended 
simply to freeze capital goods prices in effect between December 19, 1950, and 
January 25, 1951, the base period of the General Ceiling Price Regulation. Let 
me quote portions of this letter: 

“T hope you will not think it an exaggeration when I say that for the over- 
whelming majority of equipment producers a literal compliance with the ma- 
terials cost adjustment provisions of CPR 30 is impossible. Regardless of which 
optional method he chooses, the typical machinery producer is required to ascer- 
tain precise quantities consumed and exact prices for each of many thousands 
of separate items of materials. As a rule, he has neither the records nor the 
available time to carry out the necessary calculations. He is left in conse- 
quence in a most unfair and unfortunate predicament. 

“You may find it enlightening to read some of the reactions we have received on 
this point from member companies. I shall take the liberty, therefore, of pre- 
senting a few excerpts from recent correspondence. 

“We believe the OPS does not appreciate the administrative task imposed 
by the pre-Korean plus-cost procedure. Thus in the case of our company our 
current price list covers finished machines of all models and types plus main- 
tenance parts totaling 150,000 separate pieces. These machines and parts are 
made from some 200,000 separate components. Adding designated cost in- 
creases to pre-Korean prices would necessitate handling the invoices from our 
suppliers, our own separate manufacturing job orders, and our own separate 
job tickets covering these 200,000 components * * *. Thus we would be 
compelled to examine and calculate cost increases from sources totaling 1,000,000 
pieces of paper. Our plants and accounting offices are better equipped me- 
chanically than a great many companies to do such work. Nevertheless, we 
estimate that the cost calculation involved would require from 4 to 5 months’ 
time from our entire accounting department. But our accounting organization 
cannot be devoted to this task if we carry out our regular business in the 
meantime.’ 


“ae 


In our multiple product business we have 40,000 purchased parts and raw 
material items. In addition, we have 180,000 manufactured items which are 
affected by the cost of raw materials, the assembled components of which are 
fanned out into 20,000 bills of material. The task of setting down the unit 
purchase price on raw materials at a base date and at the prescribed ending 
date is therefore a long and costly operation.’ 


see 


Each machine is commonly tailor-made to meet the requirements of the 
customer and, in almost every instance, calls for special engineering. In addi- 
tion, the company normally lists and quotes prices on almost 100,000 or more 
different parts, and carries in stock as many as 10,000 or more different 
parts * * *. Compilation of the data required for the application of the 
roll-forward adjustment is an almost impossible undertaking.’ 
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“*As far as our particular case is concerned the computation will impose a 
terrific burden on our accounting and purchasing department, particularly in 
connection with the material cost adjustment. We have thousands of material 
supply items and types of materials * * *. To comply with the regulation 
a vast amount of research will be required to determine net cost for the com- 
parative period since so many items are involved.’ 


























“The process of arriving at materials consumed as outlined in the regulation 
is both complicated, involved, and proh#sitive from the standpoint of time, effort, 
and cost necessary to obtain the information. Even in the most highly systema- 
tized company, it is impossible readily to obtain materials consumed as to 
physical quantity by weight, count, or measure * * *, It appears almost 
impossible to compute within 30 days the quantity needed in arriving at the 
materials cost adjustment factor.’ 


‘Although part of our operation involves the production of a standard prod- 
uct, the largest portion is the production of forgings on a job order basis, using 
steel as our principal raw material. This involves constantly changing types of 
jobs and innumerable sizes and specifications of raw materials. With this in 
mind, it is difficult to see how we can compute the material and cost adjustment 
by following the regulation in any literal way * * *. It appears that the 
methods for computing material cost adjustment, as outlined in the regulation, 
just do not apply to a job order business.’ 





“*Anart from scrap iron or scrap steel or similar materials used in our foundry, 
we do not have in our company any records to show the quantity of materials 
consumed during a year. However, we purchase a multitude of component parts 
such as valves, radiators, gas engines, electric motors, Diesel engines, ete., which 
are used in the assembly of our products. We also purchase forgings of 
various sizes, weights, shapes, etc., which are machined in our machine shop 
before being incorporated in our final products. Such items carry different prices 
depending on the size, model number, weight, etc., and as far as we can see it 
would be an almost impossible job to determine quantity of various materials 
and parts incorporated in our final products. 



























“The material cost adjustment fails to take into consideration the actual 
conditions of procurement which exist for our industry. The prices paid for 
materials received in the 30-day period prior to December 31, 1950, represent 
commitments made months prior thereto.’ 





“*T think it is obvious that the requirements of paragraph (e) of section 22, 
with respect to submitting certain factors on material cost to the Director of 
Price Stabilization, in the event we are unable to comply with paragraphs (a), 
(b), (ec), and (d), are very impracticable. This is particularly true in connection 
with castings and similar items where purchases may anticipate requirements for 
6 months or a year.’ 





“Tt is our belief that no matter what method we select, we are going to find 
many, many instances where we will not have the necessary price information in 
either or both of the base or cut-off periods and if many manufacturers have the 
same problem, the Office of Price Stabilization can easily be snowed under in 
short order with requests for the setting of prices to be used in the computation. 
Our problem is, perhaps, aggravated by the great variety of parts that we pur- 
chase and, because of the long delivery period required by the supplier, we will 
find few cases where the quotation was received and delivery made within 60 
days of the end of the period under consideration.’ 
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“It is quite apparent from these comments, and others we could offer, that the 
roll-back/roll-forward technique for deriving price ceilings is a grotesque misfit 
as applied to machinery manufacturing. The real remedy, as we have said so 
often, is not to try to apply it, but simply to freeze prices in effect in the base 
period, December 19, 1950, to January 25, 1951.” 


THE NECESSITY FOR CEILING PRICE ADJUSTMENTS 


While the freezing of capital goods prices in effect during the December-Jan- 
uary base period would constitute a tremendous improvement over the roll- 
back/roll-forward procedure, it is a grave error to suppose that this alone would 
suffice to make price control workable in this field. No matter how ceiling prices 
are determined initially, controls will not work for long in so dynamic and change- 
able a field without adequate provision for the subsequent adjustment of these 
prices in response to altered conditions. This the institute was careful to point 
out before CPR 30 was issued. Let me quote again from its letter to OPS dated 
April 21. 

“Let me turn now to another defect of the pending regulation, the lack of 
adequate provision for a prompt and flexible adjustment of ceiling prices once 
these are determined. Mr. Eric Jolnston’s letter dated April 21 sets forth certain 
standards for industry-wide adjustments of ceiling prices, but it may be taken 
for granted that in the machinery and equipment field, covering hundreds of 
thousands of highly differentiated products, the need for ilat, industry-wide 
adjustments will arise, if at all, infrequently. The real problem that will con- 
front the control authorities every day in the year, and with great urgency, is 
the making of special adjustments in the prices of particular products or items 
for particular manufacturers. 

“Unless the regulation provides for such adjustments, and unless the admin- 
istrative organization is geared to make them promptly and with sound judgment, 
the result will be not only an accumulation of inequities and injustices, but 
the disappearance of production essential to the defense effort. For it must be 
remembered that while the price control authorities can prevent production 
at a profit they cannot compel production at a loss. Wchout flexible adjustments 
on a product and item level, control is sure to break down. So far as we have 
learned of the provisions of the proposed regulation on this point, they are 
woefully inadequate.” 

As applied to the relief provision finally incorporated in CPR 30, the term 
“woefully inadequate” constitutes an extreme understatement. This provision 
(sec. 41 of the regulation) is a complete nullity. For it states expressly that 
ceiling-price adjustments for any individual item or product line will be de- 
nied unless the applicant Company is in the red on its entire operations. Even 
then it must prove that this over-all deficit is not due to any of six enumerated 
factors, the presence of only one of which will debar relief. But this is not all. 
Yhe company must demonstrate that the relief asked for will not create an 
over-all profit, but will merely restore its Operations to “a break-even position.” 

Gentlemen, I invite you to marvel with me that a Federal agency can be 
animated by so fanatical an antipathy to profits. For here is evident in un- 
mistakable clarity a determination to prescribe the total extinguishment of 
profits as a condition of relief. We must regard this not only as an affront 
to American traditions, but as a dismal augury for price control. For control 
animated by such a philosophy can have no hope of success. 

The practical consequences of this travesty on relief are not far to seek. 
As the institute pointed out in the letter to OPS quoted a moment ago, that 
agency can prevent production at a profit, but it cannot compel it at a loss. 
Congress has expressly excluded that possibility in Section 406 of the Defense 
Production Act of 1950.2 Obviously, no eapital goods manufacturer can be 
asked or expected to continue the production of loss items or loss lines merely 
because he is in the black on his total operations. Wherever possible, he will 
shift out of unprofitable items. The result will be a dislocation of both the 
defense effort and the civilian market. In time the social cost of this kind of 
price control will become very heavy indeed. 


**“Nothing in this title [Title IV] shall be construed to require any person to sell any 
material or service, or to perform personal services.”’ 
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AUTOMATIC ADJUSTMENT 


I observed earlier that no matter how price ceilings are set initially, control 
will not work without provision for prompt and flexible relief as conditions 
change. This raises the question whether, and to what extent, relief can be 
made automatic, without the necessity for administrative review. 

We believe it can and should be made automatic insofar as the claim for relief 
arises from approved increases in costs, that is to say, increases lawful under 
Federal wage and price regulations. Specifically, if a manufacturer incurrs in- 
creased costs after his ceiling is estahlished, either by reason of a federally 
approved wage or Salary increase for his employees, or by reason of approved 
increases in the ceiling prices of his suppliers, he should be allowed an automatic 
“pass through” of such increases.* 

Provision for such automatic adjustment would simplify enormously the 
administration of relief. For it appears likely that the overwhelming bulk of 
ceiling price adjustments will be needed to compensate for federally approved 
increases in costs. It is already evident that the so-called wage stabilization 
program will be at best a delaying action, with wage rates continuing to climb, 
notwithstanding controls, to higher and higher levels. If manufacturers are 
permitted to transmit their own approved wage and salary increases, with in- 
creases in suppliers’ ceilings, the number of relief cases for administrative de- 
termination should be greatly reduced. 

In view of the determination of OPS to force “cost absorption” on manufac- 
turers, so conclusively demonstrated by the relief provisions of CPR 30, it obvi- 
ously devolves upon Congress to legislate a policy more consonant with the 
health of our economic system. The automatic “pass through” of approved 
cost increases is one step in this direction. But even if this is enacted, it still 
remains to prescribe reasonable standards of relief for the nonautomatic cases 
that go up for administrative determination. This question of standards can 
no longer be ignored. 


THE REAL SOLUTION FOR CAPITAL GOODS 


I have indicated thus far that if price control is to be applied to capital goods 
the roll-back/roll-forward ritual should be abandoned; that the initial ceilings 
should be prices in effect during the base period December 19, 1950, to January 
25, 1951: that automatic adjustment of these ceilings be allowed for subsequent 
approved cost increases; and that reasonable standards be legislated for non- 
automatic relief. However, I have not yet discussed the more basic question: 
Why have price control for capital goods at all? With your permission, I 
should like to present a number of considerations bearing on this question. 

We are dealing, in the first place, with a class of commodities that do not 
enter directly into the cost of living, the prices of which have but little current 
effect on that cost. Capital goods are long-lived. A typical piece of equipment 
has a prospective service ranging from 10 to 20 years or more. For this reason 
its price as such does not enter into the current production costs of the purchaser, 
the only charge against such costs being the depreciation accrued on the equip- 
ment. This means that the effect of new machinery prices on product prices is 
spread thin over an extended period. Moreover, as everyone knows, new equip- 
ment is not installed at all unless it promises to reduce the total cost of pro- 
duction. The cost of living would not therefore be increased by new mechaniza 
tion even if equipment prices were uncontrolled. The most that could happen, 
assuming uncontrolled prices were higher than controlled prices, would be to 
slow up somewhat the reduction in production costs that would otherwise occur 

A second consideration has to do with industry pricing practices. Because 
of the changeability of products and the element of special engineering, industry 
pricing procedure is fundamentally a mark-up on cost of production, tempered 
by the necessities of competition. Most producers have a_ well-established 
standard for profit margins which they attempt to attain but which they are 
not prone to exceed materially even in active markets. There is little likelihood 
in the equipment field of price runaways unrelated to costs, such as often occur 
in standard open-market commodities. Unless therefore control of capital goods 
prices is addressed to profit-squeezing, as it should not be, it will only generate 
a terrific headache or both sides, and a deplorable waste of time, with little 
difference in the over-all result. 


* He should, of course. be required to “pass through” reductions in approved wage and 
salary rates and in suppliers’ ceiling prices. 
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There is a third factor to be considered, the character of the purchasers in 
the field. Producers of capital equipment sell to a relatively limited number 
of buyers with expert knowledge of the product. Such buyers are able to 
protect themselves against “gouging” or unreasonable demands. This expert 
knowledge on both sides distinguishes the market from that for many other 
commodities, the buyers of which are relatively uninformed, and diminishes 
accordingly the need for price control. 

A fourth consideration challenging the wisdom of price control in this are: 
is the impossibility of an even reasonably satisfactory application of control. 
The high proportion of special, or nonrepetitive, production; the infinite multi- 
plicity of products; the dynamic and changeable character of the technology ; 
the prevalence of small enterprises in the field, all conspire to make control 
not only difficult for the controllers but extraordinarily annoying and distracting 
for the controlled. It would be hard to name any other area of production so 
unsuited to price regulation, or another area where it is so little needed. 

A final consideration, and the most important in the long run, is the effect 
of price control in this field on technological and economic progress. It is not 
generally realized how formidable an obstacle this control can be to research 
and development work by capital-goods producers. Such work involves the 
expenditure of large sums of money on projects of exceptional hazard, the 
return from which, if any, is in the indeterminate future. Many of these 
projects turn out to be failures, and it is obvious that if the work is to go on 
the successes must carry not only themselves but the failures as well. In other 
words, the successes must be highly profitable. There is no assurance under 
price control, however, that the authorities will permit an adequate return on 
new developments, once they reach the production stage, particularly authorities 
as allergic to profits as the present OPS appears to be. The result is a grave 
handicap to venturesome research and development work, and, by the same 
token, a serious drag on technological progress. 

After this hasty review of the main considerations involved, I come back to 
the original question: Why have price control for capital goods? The answer 
to which the institute has come, after serious study and reflection, including 
long observation of this control in World War II, is that we should not have it. 
In our considered opinion, the losses far outweigh the gains from the national 
standpoint. We believe it would never have been imposed in the present emer- 
gency on its own merits, but came in rather because of the notion that price 
control, if applied at all, must on grounds of equity be applied universally. 
This notion is, in our opinion, mistaken. There is nothing equitable about the 
application of uniform rules to unlike situations. Indeed, this yields the opposite 
of equity. We propose, therefore, that Congress recognize the exceptional char- 
acteristics of the capital-goods industries by amending the Defense Production 
Act of 1950 to exclude price control in this field. This exclusion should apply 
not only to durable productive equipment itself, but also to accessories, attach- 
ments, and specialized components thereof. 

I hasten to add that this recommendation in no way implies a judgment that 
price control should be retained in other sectors of the economy. We confine 
ourselves here to the area of our special responsibility and competence, capital 
goods. 


AMENDMENT OF CONTROLS IF CONTINUED 


If Congress does not see fit to free this area from price control, it should by 
all means legislate the reforms indicated by the foregoing discussion : 

(1) Require OPS in establishing ceiling prices on capital goods (and on 
accessories, attachments, and specialized components thereof) to relate the 
ceilings to prices in effect during the base period of the general ceiling-price 
regulation. 

(2) Provide that approved increases in wage rates and salaries and in- 
creases in the ceiling prices of suppliers occurring after the close of the base 
period can be awdomatically “passed through” as adjustments of the initial 
ceiling prices. 


‘If the use of this base period works a hardship on the manufacturer, OPS should be 
directed, where appropriate, to permit an earlier period. 

Where there was no price “in effect” during the base period, either because the item was 
not being made. or because if made it was not quoted within the period. provision must 
of course, be inclnded for pricing it by formula or by comparison with similar items that 
were made and quoted. 
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(3) Spell out by statute some reasonable criteria and standards for non 
automatic ceiling-price adjustments in order to prevent administrative an- 
thorities from imposing standards such as those in CPR 30. It would hk 
well, indeed, to forbid the issuance of price regulations lacking an adequate 
relief provision. 

(4) Require expeditious action on relief applications, whether they cover 
an industry, a product line, or a single item. 

(5) Finally, if Congress is not prepared to deal constructively with our 
recommendations at this time, we urge an extension of price control for a 
limited period only, not exceeding 90 days. 

It is possible to predict with assurance that continued regulation under CPR 30 
as it now stands will lead toa progressive distortion and dislocation of capital 
goods‘ production, with a recurrence of the phenomena that developed under 
regulation of this field efter the close of the recent war—seasoned producers drop 
ping product lines made unprofitable by control, upstarts supplying the abandoned 
lines at approved ceilings far above those denied the established producers, mann- 
facturers interchanging products to obtain relief through new-product ceilings, 
and so on. 

In closing let me say that we have no illusions that the statutory amendments 
suggested above can be more than a palliative, or that price control in this field 
will ever be successful. It can only be made less unsuccessful. The real solu- 
tion, we should like te reiterate once more, is decontrol. 


The Cuatrman. The meeting. is recessed until 10:30 tomorrow 
morning, unless there are any further questions. 

(Whereupon, at 5 p. m. Tuesday, June 5, 1951, the hearing was 
recessed until 10: 30 Wednesday, June 6, 1951.) 
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WEDNESDAY, JUNE 6, 1951 


Untrep Srares SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, BG. 

The committee met, pursuant to recess, at 10:30 a. m. in room 
301, Senate Office Building, Senator Burnet R. Maybank (chairman) 
presiding. 

Present: Senators Maybank, Robertson, Sparkman, Frear, Moody, 
Capehart, Bricker, Ives, Schoeppel, and Dirksen. 

Present also: Senators O'Mahoney, Long, and Williams. 

The Cuatrman. The committee will come to order. 

At this point, without objection, we will have printed in the record 
a letter from the Greenwood Packing Plant, of Greenwood, 5. C., 
making some suggestions with respect to ceiling prices on beef. 

(The letter referred to follows :) 


GREENWOOD PACKING PLANT, 
Greenwood, S. C., June 4, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C. 

DeAR SENATOR: During our last conversation, you informed me that any time 
that I could make any constructive suggestions about the ceiling-price regulations 
on the packer to please let you know. 

We have found that it is impossible to comply with the present beef regulations 
on canners and cutters. In our territory, we can only pay $20.80 for canners 
and cutters alive and the canners and cutters will only yield 40 percent on the 
rail. Therefore, this throws us out of compliance. ‘The way we are thrown 
out of compliance is that the dressed yield on canners and cutters is 48 percent, 
which is the correct yield for midwestern canners and cutters, but is at least 
3 percent high for southern canners and cutters. I think that some allowance 
should be made for packers who use canners and cutters purchased and killed 
in the southern area. 

Another item that should be written into the new bill is that quotas on 
cattle and hogs should be more flexible so that a packer will not be penalized 
if he kills very much over his quota for 1 month. It is impossible for a packer 
to kill the exact number of pounds to comply with the quota for each month. 

We would also like to see temporary Federal inspection written into the 
bill as it was last time. With temporary Federal inspection, a packer could be 
required to set aside so much of his production for the armed services, which 
seem to be suffering for meat at the present time. The small independent meat 
packer is not going to be able to survive under the present ceiling-price regu- 
lations unless a temporary Federal-inspection clause and set-aside is written 
into the new bill. 

With kindest regards and best wishes, I am, 

Yours very truly, 
HENDERSON BARNETTE. 

The Cuaimrman. Senator Williams, the committee will be glad to 
hear from you now, if you desire. 
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KTrAOQVOATS LO YMNMMNYATISCTIMAAT ACN AATDATRNALOANTC OPT TOR 1 9212 


9312 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


STATEMENT OF HON. JOHN J. WILLIAMS, A UNITED STATES 
SENATOR FROM THE STATE OF DELAWARE 


Senator Witi1ams. Mr. Chairman, I have prepared a statement 
which I think will simplify my testimony. . 

The Cuamman. Senator, you may proceed in any way you desire. 

Senator Wmu1ams. Thank you, Mr. Chairman. 

I want to say first while I am not-here to discuss the merits or 
demerits of the question of price control, I do want to make it very 
clear that it is my opinion that the administration has approached 
the whole question of controlling inflation in a backhanded manner. 

I think if there had been any sincerity on the part of either the 
administration or the Congress to really control prices, everyone recog- 
nizes that the No. 1 job would have been to cut out nonessential Gov- 
ernment expenditures and to begin reducing, rather than increasing, 
the Federal payroll. So far, no effort whatever has been made in 
either of these directions. 

The Cratrman.I will have to differ with you on that, Senator. 
We have cut down a lot of expenses this year. The appropriations 
bills are yet to come. 

Senator Witt1ams. We have cut down on some expenses, but we are 
still spending more money for the domestic agencies than ever before 
in the history of this country. 

The CuHarrman. We have not passed any appropriations bill this 
year. 

Senator Wiiu1aMs. I hope we can correct the situation and we can 
cut them. So far you will agree with me that we have made no effort, 
and the Federal payroll is increasing daily 

The Cuatrman. The House of Representatives cut down on the 
budget request on all appropriation bills that have come over to the 
House. They have not passed any in the Senate. The Senate is 
going to pass on the first one at 11: 30 this morning. 

Senator Wiri1aMs. But still the record stands that so far there 
has been no cut. 

The CHatrman. Of course, Senator, Congress has not passed any 
bill yet. You have to be fair to Congress. 

Senator Witr1aMs. We are spending on last year’s appropriations. 
I think you are familiar with the record that Senator Byrd put out 
recently that Government civilian employees are increasing at the 
rate of over 2,000 a day. Certainly that is gong to cost more money. 

The Cuamman. Congress can stop it. 

Senator Dirksen. May I say to the Senator, we did not make a very 
good start yesterday by authorizing a multibillion irrigation project 
in the West. 

Senator WititaMs. I had that in mind and that action was taken by 
the Senate yesterday at the time I prepared my statement. 

The Cuamrman. How much are they spending on the project ? 

Senator Winr1ams. We do not have any particular information on 
this particular project. 

The CHarman. There is not a nickel to be spent. That was the 
first amendment that was stopped. 

Senator Wiiirams. It might not be spent this year, but vou know 
as well as I know that ultimately we will have to pay. The record 
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shows what we are spending, but we will not get into that. I will say 
that nearly 12 months have transpired since the outbreak of the war 
in Korea, and during this period the administration has repeatedly 
called upon the American people to reduce all nonessential buying in 
an effort to curb inflation; yet at the same time the Government itself 
has failed completely to practice what it preaches. 

I might point out that an examination of the budget shows that on 
those projects which were cut out last year by the Presidential direc- 
tive which was to set aside nonessential spending—those projects not 
essential to the national defense—they set aside a total of $96,000,000 
worth of projects. Included in this year’s budget is $280,000,000 
for the same projects cut out last year. Mathematically we would have 
been better off if they made no effort to cut appropriations at all, be- 
cause it is going to cost us two or three times as much now. 

To illustrate just how insincere the administration has been in their 
program to check the rising cost of living, I remind you of how one 
Government agency has, ever since the war began last June, been 
continuing its destruction and give-away programs of good edible food, 
while at the same time we have this Government agency which we are 
working on now attempting to hold prices down on the same com- 
modities. 

I personally do not believe that any law will ever be written on 
the statute books that will curb inflation, until we recognize and re- 
move the causes of inflation. 

Nevertheless, I did not come here today to discuss that particular 
phase of the question. My remarks this morning are based upon the 
assumption that if the Defense Production Act is to be extended, it is 
important that the bill be written in the most workable manner and 
that protection be given where needed. 

Simply stated, all I am suggesting is that the bill be amended to 
accomplish the purpose which both its sponsors and Mr. DiSalle 
have announced as their goal; namely, to protect the consumers against 
the inflationary rise in the cost of living, at the same time giving ade- 
quate protection to the American farmers by preventing wartime prof- 
iteering. 

This can only be done by incorporating in the bill a provision re- 
quiring that while all dealers in agricultural commodities are being 
given the right to advance their selling prices in proportion to in- 
creases paid to the farmers, they must likewise reduce their selling 
price proportionately when farm prices decline—maintaining their 
natal margins of profit, yes, but no more. 

The Defense Production Act of 1950 and the bill now before the 
committee specifically spell out that under no circumstances can these 
processors be forced to operate at lower than their normal margins of 
profit, and farm ceilings are provided to protect them in maintaining 
that margin. Penalties are provided with jail sentences and fines for 
any farmer who infringes on these processor margins. 

Now, if these dealers’ profits are to be protected by law, why should 
not the farmers and the consumers be protected likewise? After all, 
that is what every sponsor of the bill claims is the objective. 

Now, if the dealers are allowed to follow up the markets, as I said 
before, by advancing prices at the wholesale and retail levels as farm 
prices advance, and always be protected by a law with their minimum 





2314 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


profit margin, then why should not they be forced to follow prices 
down in the same manner? This procedure would protect both the 
consumer and the farmer. 

As the Defense Production Act of 1950 is being interpreted by Mr. 
DiSalle, and as the bill now before this committee provides, margin 
controls are in operation only so long as prices are in a continuous 
line of advance—once prices reach these projected levels new ceiling 
prices are established, and that new ceiling price at the projected 
level becomes the ceiling for that particular manufacturer, and then 
as prices recede from that point, any insignificant margin controls 
are unlocked. 

Pointing out how that works with poultry, I have a chart here which 
I would like to insert in the record, which shows theoretically how 
this will operate in actual operation. 

The CuairmMan. Without objection, Senator, it will be placed in 
the record as part of your remarks. 

(The table referred to follows :) 

(Norr.—Both the margins listed for processors, wholesalers, and retailers and 
the ceiling prices indicated in the following charts are in no way to be inter- 
preted as the legal margins or legal ceilings. They were selected for illustrative 
purposes only. However, regardless of what the actual margins and ceiling 
prices were for the base period, December 19, 1950, through January 26, 1951. 
this principle is operationally correct.) 


Cuart No. 1.—Example of how program operates as prices advance 
Assumed base period ceilings 


Farm price Bi eee ; 4 : _ We+1¢ = 20¢+3¢ =32¢+-5¢ =37¢+- 106 = 476 +16 = 484 
Processors’ margin. -.-_-- ; ebb aubbentte > 6 6 6 6 6 6 


Processors’ ceiling ; : <2 ae 35 38 : 53 
4 : ° 


54 
Wholesalers’ margin eae i 2 a 2 2 ‘ 


2 


Wholesalers’ ceiling ; dated : 37 4) 4! 55 56 
Retailers’ margin - - -._. : . 11 il ul 


Retailers’ ceiling ----.-- oss : eee 51 56 66 67 
CuHart No. 2.—Erample of how program can operate as prices decline (margin 
freeze nonoperative on decline ) 

Assumed hase period ceilings 
Farm price ae ; ; -..---. 4¢—1¢ =47¢ —10¢ =37¢ —5¢ =32¢ —3¢ = 20¢ —1¢ = 28¢ 
Processors’ margin i etek eke 6 6% 9 ll 12 12 


Processors’ ceiling ; = M 53% 46 43 41 40 
Wholesalers’ margin . . ‘ ; 2 2% 3 4 5 5 


Wholesalers’ ceiling ; bad ‘ _ 5 556 49 47 46 45 


Retailers’ margin Oe ll 11% 1734 1934 20% 21% 


Retailers’ ceiling ----- detest oo Se de 6634 66% 6634 66% 6634 


Senator WiiitaMs. I point out that just assuming, for example, 
that poultry was selling for 28 cents a pound, and the processor’s 
process margin would be 6 cents, that would be 34 cents a pound as his 
projected ceiling. If he advances prices 1 cent at the farm, pays 29, 
his ceiling goes to 35 cents. If he advances 10 cents a pound, it would 
go to 45 cents. As he pays the increased price at the farm level, he 
can increase his ceiling price right through on the commodities on 
which there is no dollar-and-cents basis. 

Senator Bricker. On a percentage basis. 

Senator Witirams. He can do it if that is normal to business. If 
the percentage basis mark-up, or if the dollars-and-cents ceiling is the 
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historical background he uses the historical background, but is 
protected in his margin at all times. The catch in the law is 
that he is forced to operate in a marginal control as the prices 
are in a continuous line of advance, and he is establishing a new 
ceiling. Once the prices get to the projected level, the rules of the 
regulation say any fraction—if it goes one-thousandth of a cent, to 
get ridiculous on it—he can unlock all marginal controls, and the 
farm price then can go to the full 10 cents a pound, and he can put 
it in his pocket, and the same is true of the dealer. It means that any 
dealer of agricultural commodities—I am pointing this out on poultry 
and the same is true on corn—any dealer, any smart operator can un- 
lock all margin controls in a matter of a week by going out and paying 
more money on the farm for the commodity, adding that on to his 
cost of production, maintaining nothing but his normal margins of 
profit, and selling that commodity for a brief period at that, and he 
establishes a new ceiling. Then if he backs away from that ceiling 
any insignificant margin, he unlocks all marginal controls. 

Senator Ives. If I understand, the regulation brings that about, 
and not the law itself. 

Senator WittiaMs. That is correct. 

Senator Ives. Is it your proposal that the law be amended so that 
there cannot be regulations of that type / 

Senator Witiiams. I[ think that is what should be done. 

Senator Ives. You are going to submit an amendment for that? 

Senator WinuiaMs. I submitted an amendment but I proposed that 
the legislative counsel draw up what it might be. I did submit an 
amendment, at the time the bill was discussed last session, and it was 
adopted by the Senate, but it was stricken out in conference, which 
made it mandatory. All I say is that if the ceiling price is placed 
on any specific agricultural commodity, you have got to control it all 
the way through. 

Senator Bricker. Up and down. 

Senator WitLiams. Yes. 

The CrHarmMan. I agree with you, Senator, and supported your 
amendment. I did the best I could in conference, but we could not 
keep it in there. 

Senator Wituiams. I know. The same is true with any agricultural 
commodity now. If the processors are unscrupulous, they can shoot 
their prices up and establish a new ceiling, and drop them down. 

I have been in the grain business for 20 years, and I say we can 
legitimately unlock any price ceiling margin in our business in 1 week 
if we want to do it, and we can do it under the regulations as they are 
now being interpreted. 

Senator Bricker. Could that be prevented by the regulation or is 
the law defective ¢ 

Senator WittiamMs. I think we have to spell it out in the law for the 
simple reason that I think those administering the law believe in that 
principle. They see nothing wrong whatever in this wartime profiteer- 
ing. I can arrive at no other conclusion. Mr. DiSalle, when I called it 
to his attention, agreed with me fully. That is the reason I did not 
press the resolution. 

The Cuairman. You had the resolution up this year, and I dis- 
cussed it, with you and with him. 
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Senator Wiiu1ams. And he agreed with us. 
The Cuarrman. I want you to know on that particular point you 
are talking to now, as far as this committee is concerned, and I can 
only speak for the ones here last year, we supported it. This year you 

‘alled my attention to the resolution you proposed about 2 months 
ago. 

Senator Witi1aMs. That is true. The reason I did not press that 
resolution was that Mr. DiSalle agreed with me, and said he was 
going to correct it. He ran into a little difficulty with some of his 
advisers down there. It seems there was a delay and finally when 
I got the final ruling from Mr. DiSalle he supported the regulation 
as it now stands. He told me before he was going to find out who was 
boss, and I guess he found out who was boss, because he listened to 
the other fellows. He did not change the regulation even though he 
agreed with me in principle, and with the Members of the Senate, that 
it was the intention of the law. 

As I said before, farm prices can decline 4 cents, 5 cents, or 10 
cents per pound while consumer prices decline only insignificant frac 
tions. The middlemen can, as many of them did during the last war 
on poultry, make fat wartime profits. And I might say this same 
provision was in the law during the last war, and our farmers lost 
millioas of dollars, and we called it to the attention of the Govern 
ment repeatedly and they did nothing about it. 

Yes: the Defense Production Act of 1950 and the bill now before 
you do exactly what the price-control law of the last war did, that 

s, protect the profits of wartime profiteers while administration bu- 
reacrats shed crocodile tears for the farmers and consumers. 

Raids on farm prices by unscrupulous dealers are protected and 
encouraged, consumers are simultaneously gouged with higher living 
costs, and all the Government does is to pat the favored group on 
the back and say, “Be careful—remember the suckers vote, so don’t 
let them find out they are being double-crossed.” 

During World War II under the OPA this same formula was in 
operation on meats and especially on poultry, which is the major 
agricultural product of my State. 

Under the OPA of the last war the farmers of my State and like 
wise the consumers of the poultry in the cities were robbed of millions 
of dollars while the profiteers were protected and encouraged by the 
Government bureaucrats in charge of the administration of the pro- 
gram. I do not itnend to sit idly by and see that happen again. 

Senator Bricker. That runs through all the agricultural industry. 

Senator Witxit1aMs. It did not run through all the agricultural in 
dustry in the last war. It was on poultry alone in the last war. There 
were margin controls during the last war on grain products. That 
:s the reason I cannot understand at all Mr. DiSalle’s decision when 
he says that margin controls, when price controls are in operation, 

cannot be oper: ated, because I know that they operated them during 
the last war, and I operated a business, and we did have margin 
controls. 

Senator Bricker. That was on the grain? 

Senator Wituiams. That is right. Like every other businessman 
I do not like controls. But if you are going to have controls over the 
farmer, you have to have controls over the fellow who handles farm 
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products. You cannot control one segment of industry and let the 
other one go. The law on the books today and the proposed law con- 
trols American farmers. You put penalties on him and send him to 
jail if he takes a part of the processor’s margin. But they can take 
anything from him, and it is perfectly all right. 

Senator Ives. While you are on the question of controls, you feel 
also, do you not, that it is impossible to have voluntary controls, that 
they will not work? 

Senator WituiAMs. I do not think they will work. Also, I do not 
think there is anything such as partial controls. If you have control 
in this country, you have to recognize it, and have a controlled economy 
from beginning to end. ‘That means on the Government expenditures 
today just the same as the last war. You controlled wages in the last 
war but the salaries of the Government employees were not controlled. 
You have to control everybody. I do not think there is any such 
thing as selective controls. 

As far as agricultural commodities are concerned, I say again that 
there is no truth whatever in Mr. DiSalle’s statement that he is freez- 
ing processors’ and dealers’ margins at pre-Korean levels. He has 
used that statement time and time again, 

Senator Bricker. His order is just. the reverse. 

Senator Wiuiiams. It is, and he knows it. Every time you talk 
with him, he agrees fully with the principle, but he does not carry 
it out. 

Senator Bricker. He has found out who is the boss. 

Senator WiiuiaMs. I was wondering who was the boss, because I 
like to reach the boss when we are getting into this, and I find that 
the regulation on poultry is being written by three men. Of the three 
men—and Congress said they wanted the farmers to be adequately 
represented—two are packers and one is a Department of Agriculture 
official who held a similar position during the last war with the old 
OPA, and double-crossed us at that time. The farmers at this time 
do not have a single representative on any of the boards that I can 
find. There may be a few in there, but their advice is not being 
respected. 

There are no margin controls under either the existing law or the 
proposed law, and Mr. DiSalle and ever y responsible administration 
official knows it. The law was deliberately written that way. Last 
August I offered amendments to the Defense Production Act of 1950. 
We were defeated in C ongress, as pointed out by the chairman, and I 
am hoping we can do something about it, because I do not think they 
are going to do anything about it. If we are going to have price con- 
trol—and the question whether or not we have it should be beside the 
point—if you are going to have it, you have to hive a law that is 
workable. You cannot expect to put price controls on the American 
farmer unless they go all the way up the line. There is no use saying 
that the law today or the bill here now will hold prices down, because 
it will not. I made the statement last August when the bill was passed 
that it would touch off the greatest price rise that the country has ever 
had. You encourage every gyp in the business to go ahead and raise 
his prices, spread his margin of profit, get as much as he can in antici- 
pation of the base period that would be selected so they would freeze 
him at a high ceiling or at a wide margin of profit. I do not think 
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you can work out anything at all that would be fair to industry or 
anyone else unless you go back to the pre-Korean base some time 
before everybody started ‘getting ready. I do not think selecting any 
base period this side of the time the war broke out will ever work in 
this country. 

Senator Rorerrson. What would you do about labor when it is 
such a big factor in so many industries? 

Senator Wintiams. As T said before, you cannot go back to pre- 
Korean level. I do not think anyone wants to. I said i in the begin- 
ning, I do not think the administration wants to hold down prices. 
I have never been convinced that they have. I cannot forget the fact 
that it was in 1946 that President Truman repealed price controls by 
Presidential directive, and said they were an instrument of police 
state in peacetime. In 1947 when I came down to the Senate, he 
asked power to control prices, and asked for it again in 1948. In the 
election campaign in 1948, he denounced the Eightieth Congress as 
trying to penalize the consumer because he wanted price controls. In 
his message to Congress in 1949, he asked for price controls again, 
but when war broke out in Korea and Congress decided that, with 
a war on our hands, we did need price controls and passed a price- 
control law, the President said he did not need controls. 

I frankly do not think he knows what he is talking about. He does 
not want price controls. He wants them in such a manner that he 
can let prices go up but still make a lot of jobs. 

Senator Ives. Senator Williams, the sequel to what you are talking 
about, or the corollary is a better expression, is a very serious thing. 
By the same token are you not charging the administration as desiring 
to have a constantly diminishing dollar as far as value is concerned ? 

Senator Wiu1ams. Yes; but I think the record shows that has been 
the goal of the administration. The only way the administration 
can pay for its extravagant programs is to diminish the value of the 
American dollar. 

Senator Ives. Your theory is that someone in the administration 
has conceived the bright idea that the way to pay off the eternal debt 
is the course pursued by Germany before World War II when the 
mark was deflated so that the debt was paid with nothing. 

Senator Wittrams. There is no question we are devaluating the 
American dollar here. I do not think there is anyone in the adminis- 
tration that is stupid enough not to realize that if they want to contro! 
inflation, the first thing you have to do is cut down Government 
expenditures. 

Senator Ives. That is just the point. I do not think they are stupid. 
Anyone who would do a thing like that would not be stupid; he would 
be diabolical. Do you think anyone is intending anything of that 
kind ¢ 

Senator Wituiams. Yes; I think they are trying to get that way. 
We have been told repeatedly time and again by the administration 
officials that the things which are happening are not just happening, 
they are planned that way. That is part of their line of reasoning. 
Yes; I think that the administration has for some time been planning 
a devaluation of the American dollar. Their record indicates that. 

Senator Bricker. That has been going on for 15 years. 
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Senator Witi1ams. Yes. There is no secret about it. We are 
reaching a climax more rapidly than a lot of people think. As the 
chairman said, 1 hope we can cut the expenditures next year, but 
I think the key to the whole control of prices in this country is not 
whether or not you pass the bill; the key is what action we are going 
to take in the next 6 weeks on the appropriation bills. I think to that 
extent will depend whether or not we can control prices. I have not 
too much hope in the light of our past record, but I hope for the best. 

The Cuamman. Any further questions! Senator, we appreciate 
your appearance. 

Senator Wintiams. Thank you. 

Senator Bricker. I wish I knew as much about industry as you do 
yourself. 

* The Cuaimman. As I understand you, your amendment is in the 
office of legislative counsel ? 

Senator Wittiams. Yes. 

Senator Bricker. They are drafting it now / 

Senator WittiaMs. No; it was drafted in the last session of Con- 
gress. 
~ Senator Roserrson. Did you explain to the committee before I came 
in what the amendment would do? 

Senator WittiaMs. Yes, sir. 

The CHatmrman. Mr. Heer, vice president of the National Retail 
Furniture Association, was unable to get here, and I will insert in 
the record the statement from him. 

(The statement referred to follows:) 


STATEMENT OF Leo J. HEER, VICE PRESIDENT, NATIONAL RETAIL FURNITURE 
ASSOCIATION 


This statement is filed by the National Retail Furniture Association which has 
a membership of 8,500 furniture stores which account for approximately 85 
percent of total annual furniture-store sales in the United States. 


The statement supports the position of Retail Industry Committee and American 
Retail Federation 

The position of furniture stores is in support of the recommendations of the 
Retail Industry Committee and the American Retail Federation as presented 
to your Senate Banking and Currency Committee June 1, 1951, for a completely 
integrated anti-inflation program. 

Without adoption of certain fundamentals, set forth below, price controls 
cannot be workable and effective, but, on the contrary, will be damaging to the 
economy and the national-defense program. 

Therefore, as a premise to the continued effort to stabilize through the exercise 
of direct price control as an adjunct tool the following fundamental requirements 
are necessary (set forth without the elaboration contained in the statement 
already before this committee) : 

Effective control of labor costs. 

_ Effective control of all raw material costs. 

A pay-as-we-go fiscal policy. 

Maximum economy in all Government expenditures. 
Encouragement of production. 

Encouragement of savings. 

‘+. Curtailment of the extension of forms of bank credit not related to the 
defense effort or which are not in the interest of expanded production. 

8. Banks should not be forced to become instruments of further inflation 
by the requirement to purchase Government bonds beyond their normal 
financial requirements. 

As the Retail Industry Committee statement says: “* * if these recom- 
mended corollary actions to control inflation at the source are taken, the cost 
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of living can be stabilized and the arguments against other controls will disappear 

“Without them price control becomes a burden on the economy, and especiall) 
upon retailing, a burden which is as onerous as it is ineffectual in achieving 
stability * * *,.” 


Important to retain and strengthen certain provisions of the Defense Production 
Act 

We support the recommendations to retain certain portions of the Defens« 
Production Act unchanged. They include the joint committee provided in 
section 712; the requirement for consultation in section 709, strengthened, how- 
ever, if possible; the prohibition againSt highest-price-line limitation in section 
402 (i) ; the prohibition against compulsory grade labeling in secton 402 (h) (2): 
the prohibition against interference with the use of established brand names in 
section 402 (g) (1). 


Principles sought in amendment 


We support the principles sought for inclusion in the Defense Production Act 
through statutory amendment. We believe those principles inherently are 
already present in the intent of Congress, but statutory strengthening is required 
to make that intent unmistakable as a mandatory requirement on the admin 
istrative agency. 

Those principles, to be submitted by the spokesmen for the Retail Industry Com 
mittee in specific amendatory language, together with expanded justification of 
their need, are the following: 

1. A limitation on cost absorption. 

2. The question of using profit control as an instrument of price control. 

8. Prohibition of a maximum average price limitation, which defeats 
continuing production of low-end merchandise. 

In the interest of conserving the time of this committee and to avoid repetition 
we shall not repeat the reasons for their need, already before the committe¢ 
and to be further detailed in an additional submittal. 

Current effects of consumer credit control 

Regulation W was the first of the emergency-control regulations. Representa 
tives for other groups have already appeared before your committee outlining 
experiences and presenting objections along various lines. We can confirm tw: 
important factual representations : 

1. In the least, because of the overly severe down-payment requirements 
included in amendment 1, dated October 16, 1950, it appears obvious that 
countless thousands of low-income families have been unduly impeded in 
buying home goods during the past several months. 

2. To an extent which cannot be measured precisely, regulation W has 
had a retarding effect on production and distribution of furniture and other 
consumer goods subject to its requirements. 


Basic position for integrated anti-inflation program includes strong recommenda- 
tion for amendments designed to clarify and define limitations on admin- 
istrative agency powers 
It has been emphasized to this committee that the Retail Industry Committee 

of which this association and some SO other retail trade organizations are mem 

bers, believes the Defense Production Act of 1950 is a useful part of the Nation's 
fight against inflation only if its original intent is carried out intelligently and 
consistently with the philosophy of our free-enterprise system. We urge, there 
fore, the adoption of the amendments as proposed by the Retail Industr) 
Committee. 


Request for permission to expand statement 

An issue of importance to the retail industry and to furniture stores wil! 
shortly be brought to a conclusion. We will appreciate the opportunity and 
respectfully request the privilege of filing an expanded statement, in the event 
the conclusion warrants. 

The Cratrman. Also a statement from the National Grain Trade 
Council submitted by Mr. William F. Brooks. He desires this |} 
placed in the record and, without objection, that will be done. 

(The statement referred to follows :) 
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STATEMENT OF WILLIAM F. Brooks, EXECUTIVE SECRETARY, NATIONAL GRAIN 
TRADE COUNCIL 


The members of the National Grain Trade Council appreciate this opportunity 
to present our views on proposals to amend and extend the provisions of the 
Defense Production Act of 1950. 

Seven Nation-wide grain, feed, and seed associations and nearly all the organ- 
ized grain exchanges are members of the National Grain Trade Council. These 
include most of the federally designated contract markets where, under the 
supervision of the Government, contracts for the future sale or purchase of grain 
are or may be traded. Our membership directly or indirectly, through our 
member exchanges and national associations, is drawn from every State of the 
Union. In it are reflected small business firms and large business firms; small 
companies and large companies; and every segment of the grain handling, stor- 
ing, processing, and distributing trades—country warehouses and country grain 
buyers; terminal warehousemen; terminal merchandisers; terminal commis- 
sion’men; speculators; processors of grain; distributors of processed grain; and 
exporters, 

All these people perform important functions in the marketing of the Nation’s 
grain crops under a highly competitive, low-cost marketing system, that has as 
its cornerstone free, open, competitive markets. 

In the period ahead, the Nation’s goal should be production on a scale ever 
increasing in efficiency. We must reach this goal with measures and programs 
that permit growth within an adaptable economy. In reaching this goal we 
must preserve a potential for new and different types of production as conditions 
change and new circumstances develop. In this period we must avoid measures 
that may engender disrespect for law and authority; we must avoid steps that 
may make us indifferent toward our basic freedoms; we must avoid programs 
that will reward the inefficient, and we must avoid Government actions that may 
stifle initiative and that are in themselves of an inflationary nature. 

We believe the development of free, open, competitive markets to be the fore- 
runner of the establishment of all our democratic freedoms—freedom of wor- 
ship, freedom of speech and of the press, and freedom of action. Our views 
are based on the conviction that interference with the operation of free, com- 
petitive markets may inevitably lead to interference with the exercise of all our 
other democratic freedoms. We are convinced that unless some demonstrated 
compelling publie interest requires interference with these freedoms, proposals 
to permit Government interference with the exercise of those freedoms should 
be rejected. 

We do not believe that this has been done. We believe that, under our system 
of government, sponsors of legislation which, if enacted, may or will cripple or 
disturb effective and established methods of production, distribution, and growth 
have a burden of proving that the legislation should be adopted. This is more 
than the burden of going forward and attempting, by broad generalities, to 
establish a case for controls. On the present state of the record, we feel jus- 
tified in assuming that no case has been made for the continuance of controls 
und none for the requested additional grants of authority. Under the circum- 
stances, however, we feel compelled to record our views that the Congress may 
have information on which to act. 

We first will discuss the proposal that the Commodity Exchange Act he 
amended to grant the President authority to govern the margin requirements 
for the speculative purchase or sale of commodities for future delivery. 

We wish to record our objection to this proposed grant of authority. 

During the course of prior testimony before this committee, an attempt has 
been made to draw an analogy between the margin required to enter into a 
contract for the future sale or purchase of a commodity, and the down payment 
required to obtain title to stock, or goods and chattels, or real estate. 

There is no analogy between the two. 

On this we wish to quote Mr. Mehl, the Administrator of the Commodity 
Exchange Act. On November 24, 1947, Mr. Mehl, testifying before the Joint 
Committee on the Economic Report, said, ‘Margin rates on securities, however, 
are not believed to be an appropriate guide to margin rates on commodity futures. 
There are important differences between the techniques of trading on the two 
types of markets. In contrast to stock-market transactions, where immediate 
delivery is made of the stock, futures contracts remain open until delivery is 
made in the maturity month or until an offsetting contract is entered into. 

“Brokers’ loans and bank credit are not ordinarily involved in commodity- 
futures transactions,” 
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In speculative-securities transactions actual title in the number of securities 
traded passes from the seller to the buyer. The speculator deposits his own 
money in the amount required by the Federal Reserve Board to obtain title to 
the securities, and his broker then loans the balance, either from his own funds 
or from a lending bank to complete payment for the transaction. In speculative 
securities transactions it must be kept in mind that actual title to securities, 
evidencing the acquisition or disposal of an equity in a corporate entity, passes 
from a seller to a buyer. 

So too as to transactions involving goods and chattels or real estate. There 
purchasers obtain a title by making a down payment and arrange to pay the 
balance either with the seller or through a bank on terms satisfactory to the 
buyer, the seller, and the bank. The buyer receives a title to something tangible 
something he can use—something he can deal with—subject, of course, to the 
rights of his lender—the seller or the bank—as those rights may be defined ii 
a chattel mortgage or mortgage deed. 

In transactions covering agreements to sell or buy commodities for future 
delivery or receipt, no title passes to the buyer and no title passes from the 
seller. Each party to such a contract entered into on a commodity exchange is 
required by the rules of those exchanges, to deposit with his broker an amount 
of earnest money to assure compliance with the contract when, in the future, it 
matures, or until an offsetting contract is entered into. Only if the contract is 
completed by delivery, when it matures, does a title pass. And then, contrary 
to the practice in transactions involving securities or goods and chattels or 
real estate, full payment must be made. 

The function performed by commodity exchanges is to register the forces of 
supply and demand by open public trading. In doing this through the medium 
of futures transactions, producers, processors, exporters, and others are offered 
an opportunity to obtain price insurance that today they may agree to deliver in 
the future something they may not now own or that today they may agree to take 
delivery in the future of goods they may now anticipate they will need, or that 
today they may obtain a price certain for commodities they are buying or have 
bought and intend to carry awaiting sales or use for processing. Through trad 
ing on exchanges, a steady flow of commodities moves from production into con 
sumption. 

We have described this system as “a highly competitive, low-cost marketing 
system.” 

Under it, according to Agricultural Information Bulletin No. 4, published by 
the Department of Agriculture, the assembly cost of grain as it moves into con 
sumption is 1.7 cents of the consumer's dollar. And in Technical Bulletin No 
934, of the same Department, there is stated, at page 19, on the effects of futures 
trading, the following: 

“Most evidence leads to the conclusion that futures trading results in narrowe! 
margins for handling grain than would otherwise prevail. Without the ability 
to hedge, traders would have to operate on margins which not only cover 
storage and handling charges but which also include some coverage for risks in 
price changes. These occasionally run to 30 cents or more per bushel in a season.” 

Speculation within commodity markets makes hedging possible and permits 
the operation of this low-cost efficient marketing system. And speculation is 
not a basie factor in determining the general level of prices in the long run 
Further, it is doubtful if it is an appreciable factor even in the short run. 

Last summer it was alleged that because of the increased volume in specu- 
lative trading, prices increased. At that time the Department of Agriculture 
released a table showing, for the period June 26 through July 24, the alleged 
percentage increase in volume of speculative trading in futures over the period 
May 29 through June 24, and showing further, price increases as of July 28 
compared to June 24. The table follows: 
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An examination of this table discloses a lack of relationship between the 
increase in the volume of speculative trading and any increases in prices. The 
largest increase in the volume of trading was in eggs: 128 percent. Eggs 
increased in price only 5.4 percent. Volume of trading in wheat increased 
78.6 percent. The price of wheat increased but 6.6 percent. The volume of 
trade in cotton increased but 9.8 percent, but the price of cotton increased 
19.1 percent. 

The experience of late 1947, as to grain prices, indicates that in commodity 
markets, where the volume of speculative trading has been limited, prices 
react in response to supply and demand factors. In October of 1947, as requested 
by the President, a 3344-perment margin was set by the exchanges for specula- 
tive transactions. At that time, May (1948) wheat at Kansas City was selling 
at $2.64. The high margin requirements did reduce the volume of trading. 
But the price of May wheat continued upward, reaching nearly $38. During 
this period the markets lost much if not all their liquidity, and such trades 
as were available to hedgers—processors or exporters, country and terminal 
handlers—caused rather wide changes in prices, about as wide as the violent 
fluctuations you have heard about. 

No compelling public interest existed during World War Il to require the 
Government to attempt to govern the margin requirements necessary to con- 
tract, as a speculator, for the purchase or sale of commodities for future delivery. 
It was not until April 1946 that the OPA attempted to exercise such authority. 
At that time, this agency decreed that margins on new speculative trades in 
cotton futures should be $50 a bale on transactions based on a price above 28 
cents a pound. If news stories describing the promulgation of this order are 
accurate, the then Secretary of Agriculture signed the order after he had been 
“ordered by Economic Stabilizer Bowles to sign it.’ Mr. Bowles at that time 
stated as the reason for the order “the prevention of further speculative rises 
in cotton.” Why he then had to order the Secretary of Agriculture to sign is 
conjectural. The order to sign may have been required because the then Secre- 
tary of Agriculture believed then, as we do now, that it is not necessary but 
rather harmful and dangerous of the Government, through the exercise of 
control over margins in speculative contracts for future delivery, to interfere 
with the mechanism of free, open, competitive markets, and that attempts to 
control prices through this interference will not work. 

It is significant that shortly thereafter, and before the decree became effective, 
Congress repealed the law under which the decree issued. 

This decision of Congress to remove (from the control sphere of the Gov- 
ernment) control over margins was undoubtedly a decision based on full 
consideration of the merits of the question whether the Government should 
have authority to set margins on future transactions in commodities. Whatever 
the congressional reason then, it is obvious that in view of subsequent legis- 
lative events Congress has been consistently convinced thereafter that there was 
little or no merit in the request that the Government should have this authority. 

In 1947 the Joint Committee on the Economic Report held extensive hearings 
on prices throughout the country and in Washington. During these hearings 
people connected with all segments of those industries that make use of futures 
markets testified on the operation of those markets. They explained the opera- 
tion of those markets; the function of the speculator; the contribution he 
makes to a market’s liquidity; the use of markets, in view of their liquidity, by 
producers, handlers, processors, exporters, and others, in buying, storing, proce- 
essing, and exporting to insure inventories: and how, in view of these uses, 
sellers of the Nation’s grains are not left to the mercy of a few or a single 
buyer; and buyers of the Nation’s grains, as it moves from production into 
consumption, are not left to the mercy of a few or a single seller. 

All opposed the suggestion that the Government should be granted the authority 
to set margins on speculative transactions. At that time, as now, the pro- 
ponents of the suggestion stated that this authority was needed to prevent 
excessive speculation by small nonprofessional traders. They agreed then, and 
they agree now, that futures markets, including speculation, perform an eco- 
nomic function in moving crops, for, by them, hedging is possible. They agreed 
then, and seem to agree now, that speculation is a stabilizing force and that 
its presence in open regulated market places “focuses all of the forces that 
affect price in one place where everybody can see it.” 

As a result of these hearings, the Joint Committee on the Economie Report 
recommended that appropriate committees of Congress study measures to regu- 
late “improper or excessive speculative trading” with “due recognition of the 
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responsibility of maintaining an adequate hedging market.” In its interim 
report pursuant to Public Law 304, Seventy-ninth Congress (S. Rept. No. 809, 
80th Cong., Ist sess.), the committee stated: “Experienced and responsible wit- 
nesses, including representatives of the administration, the grain trade, and 
the milling industry, agree on the importance of maintaining efficiently func- 
tioning hedging markets, and on the fact that commodity speculators as a body 
perform a useful economic service in this connection.” 

Responsible committees of Congress did thereafter study the measure as 
recommended by the joint committee. 

In February 1948 the Senate Committee on-Agriculture held hearings on a 
bill which, if enacted, would have granted. the Government substantially similar 
authority as the proposal now being considered by you. Hearings on this 
bill (S. 1881, 80th Cong., 2d sess.) extended over 4 days with a number of 
witnesses from the administration, the farm groups, and industries interested 
in futures trading, appearing before the committee. This Senate committee, after 
hearings and study of the testimony produced at them, took no action. 

In the Eighty-first Congress, companion bills H. R. 4¢85 and 8. 1751, embodying 
the same proposal, were referred to appropriate committees, 

Neither bill was reported. 

A subcommittee of the House Committee on Agriculture was named to study 
H. R. 4685 and conducted an investigation into the pperation of commodity 
exchanges. Thereafter this subcommittee recommended that no new and addi- 
tional regulation of commodity exchanges appeared necessary. 

Commodity exchanges are no more than open markets where commodities are 
sold for imediate delivery. There prices are reflected. There buyers and sellers 
meet to dispose of commodities. If a given commodity exchange is designated 
a contract market by the Commodity Exchange Authority, people may buy or 
sell on that exchange contracts for the future delivery of commodities. It is in 
the purchase and sale of these contracts for future delivery that speculators 
participate. It is by the use of these contracts that the risk inherent in the 
production, distribution, consumption, and ownership of commodities may be 
insured or hedged. For every sale of a future contract, there must be a buyer; 
for every buyer, a seller. To assure immediate coverage—complete insurance 
ideally there should be many buyers and many sellers, and insurance obtained 
with a minimum disturbance of prevailing prices. 

Each buyer and each seller of futures contracts must deposit with the com 
mission house handling his trade a margin to assure performance by him of 
his contract to buy or sell, as the case may be. The minimum amount of margin 
required is initially set by the directors of the exchange on which the contract 
to buy or sell in the future is made. Depending on the individual trader or 
company, the commission house may, and frequently does, require additional 
security from its customers. It is the amount of margin required that the pro- 
posed bill would, if enacted, permit the Government to set. 

We are opposed to this grant of authority because we are convinced that this 
method of controlling prices will not work. In this connection We are apparently 
joined by the proponents of the measure, for, in testifying before the House 
Committee on Banking and Currency, representatives of the Department of 
Agriculture on May 15, 1951, stated that speculative transactions have little 
affect on the price of commodities to consumers. 

We oppose this grant of authority because an attempt by the Government 
to exercise control over margins may well cause a breakdown in the entire 
marketing structure, leaving State trading as the only alternative. Raising 
margins will net keep prices from going up. It seems to be admitted that com- 
modities that have no futures market are‘usually more erratic in price than those 
that have. By raising margins, you can reduce and eliminate volume of trading. 
But you cannot control prices. And you might wreck the market structure. 

We oppose this grant of authority because we feel that no public official 
is so omniscient as to determine when “speculative trading” may cause ‘sudden 
or unreasonable fluctuations or unwarranted changes in the price of anv com- 
modity.” What is a sudden fluctuation in price? What makes a price fluctuation 
unreasonable? And-when does a price change become unwarranted? And if, as 
stated by representatives of the Department of Agriculture, speculative trans- 
actions have little affect on the price of commodities to consumers, how can the 
control of margins on speculative transactions affect the cost of living? 

The Federal Government, under the Commodity Exchange Act, has for some 
time regulated and supervised the activities on and of designated contract mar- 
kets, of their governing bodies, of their members. Through the Administrator, 
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located in the Department of Agriculture, and five field offices, all trading on 
these markets is under constant surveillance. That your record may contain a 
brief summary of the activities of this agency, we submit a statement, appearing 
at page 571 of volume 2 of the Report of Hearings Before the Subcommittee of the 
Committeee on Appropriations of the House on the Department of Agriculture 
Appropriation Bill for 1950, as follows: 

“The Commodity Exchange Authority has the responsibility for the adminis- 
tration of the Commodity Exchange Act. The objectives of the act are to prevent 
price manipulation and corners; prevent dissemination of false and misleading 
crop and market information to influence prices ; protect hedgers and other users 
of the commodity futures markets against cheating, fraud, and manipulative 
practices; insure the benefits of membership privileges on contract markets to 
cooperative associations of producers; insure trust-fund treatment of margin 
moneys and equities of hedgers and other traders and prevent the misuse of such 
funds by brokers; and provide information to the public regarding trading opera- 
tions on contract markets. 

“The work of the Authority is carried out through four divisions in the 
Washington office and five field offices in cities where major commodity ex- 
changes are located. These divisions are (@) the Compliance and Trade Prac- 
tice Divison, (b) the License and Rules Division, (c) the Segregated Funds Di- 
vision, and (d) the Trading and Reports Division. The field offices are located 
in Chicago, Kansas City, Minneapolis, New Orleans, and New York. 

“The major functions carried out in the administration of the Commodity Ex- 
change Act are as follows: 

“(1) Market designation and broker registration.—The designation of commod- 
ity exchanges as contract markets pursuant to application and upon a showing 
that applicant exchange complies with statutory prerequisites; the continuous 
review of contract market rules and regulations, the annual registration of 
brokerage firms as futures commission merchants and individuals as floor brokers. 

“(2) Supervision of futures trading..—The compilation and analysis of trade 
reports relating to transactions in all regulated commodities on all contract 
markets, the establishment and enforcement of speculative trading limits, 
review of market news, analysis of cash commodity transactions, observance of 
floor trading, and publication of market information. 

“(3) Prevention of misuse of customers’ funds.—The audit and examination 
of the books and records of all registered futures commission merchants and 
analysis of their annual financial statements. 

“(4) Investigation and control of trade practices.—The investigation of com- 
plaints and alleged and apparent violations, conduct of special trade practice 
audits and surveys, investigation of delivery practices, and preparation and pre- 
sentation of evidence of violations in adminstrative hearings and court cases.” 

The margin proposal you are now studying will, if adopted, result in per- 
manent changes in the basic laws governing commodity exchanges. For this 
reason and others, Congress last year again refused to accept the proposal. 
Unless one wishes to admit that crisis are to be the continuing order of the day, 
the present crisis is not an appropriate occasion to adopt permanent rules. This 
is particularly true if the rule suggested cannot bring the desired result and will 
bring, on the basis of experience, violent price fluctuations and the impairment 
and probably the breakdown of marketing efficiency. We believe that the pro- 
posal, if adopted, will in itself be inflationary. We believe, therefore, that this 
Congress, as the Congress last year, the Congress in 1949, in 1948, and in 1947, 
should reject the proposal. 

We now wish to discuss the proposal that the Government be granted broad 
authority to pay subsidies. 

To date, the various control agencies have attempted to create the impression 
that, although their many orders and regulations may mean temporary hard- 
ships now, those hardships will be of short duration. They state that efficient 
producers and processors, manufacturers, and distributors can operate within 
the orders and regulations, and that only the inefficient will be harmed. From 
this proposition they seem to conclude that the inefficient will become efficient 
or go out of business. None of the orders or regulations seem to be predicated 
on assuring survival to the inefficient. Rather they are based on the assump- 
tion and expectation that, to the extent of one’s efficiency, one may survive 
only if he overcomes that inefficiency. 

This impression is basically contrary to the subsidy proposals you are now 
considering. Under them, subsidies might be paid on an industry-wide basis 
or on a selective basis. In any event, if subsidies are available under this 


nenrnratwr ocr Ut rT eee —_— ee 


a ai a Celle 


9326 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


broad grant, no incentive will remain to reward the efficient and compel effi- 
ciency from the inefficient. The proposal is on a much greater scale than has 
been represented as now necessary by its sponsors. As to critical and strategic 
materials, for which the need of a subsidy might be demonstrated and spelled 
out, we might have no quarrel. In this category might be found ores and miner 
als. Even as to them, we would urge that Congress limit and define as narrowly 
as possible the field, the commodities, and the processes in which subsidies 
might be paid. We oppose any grant of discretionary subsidy authority which 
will permit of administrative abuses. And apy broad unlimited grant of sub- 
sidy authority carries a real potential,for such abuses. We oppose the pro- 
posed grant of authority. We oppose any grant of subsidy authority unless 
it can be demonstrated with precision where subsidies are needed and the 
extent of this need that Congress in turn may legislate precisely where they 
may be used. 

The need for this sort of demonstration and for such precise legal authority 
is demonstrated by the experiences with subsidies during World War II. At 
that time subsidy authority was granted but no funds were, at the outset, 
specifically appropriated or authorized for subsidy payments. Rather, the 
funds of Commodity Credit Corporation and the Reconstruction Finance Cor- 
poration were used for a multitude of subsidy programs. Many of them ex 
tended beyond the administrative policy that was supposed to limit subsidy 
operation. 

In July 1942, within OPA, it was recomended that, as to processed foods, 
subsidies were to be used only if three criteria were met, as follows: (1) The 
commodity is a significant item in the cost of living: (2) the food is a reason 
ably economical source of nutritive value; (3) the food performs an essential 
dietary function. 

It would seem appropriate to ask what processed food items have been 
described as requiring the use of subsidies under the above criteria. And it is 
most appropriate to ask what criteria would be used if unlimted authority were 
granted. Under any subsidy program the danger of waste is always present. 
And all subsidy programs are in themselves so highly inflationary that the in 
cidental benefits that may result are overcome by the real harm that is certain 
to accompany them. . 

Government subsidies in our opinion are wasteful and do not encourage 
efficiency. In themselves they are highly inflationary and tend to stifle initiative. 
Unless they are to be used within well-defined, precise, and narrow limits, ad 
ministrative abuses in their applications are probable. 

Thus far, in public hearings before appropriate congressional committees, 
no affirmative showing has yet been made, to our knowledge, that Congress should 
grant subsidy authority to the Executive. It may be that subsidies are needed 
for critical and strategic materials for military purposes, and that a showing 
for this need has been made before the Armed Services Committees or Appro- 
priations Committees. If so, we can only suggest that those committees handle 
legislation that will permit payment of limited subsidies so as to reflect accurately 
the need of the Armed Services. If this is done, we feel certain that no need 
will be found for the payment of subsidies on grain or grain products. And 
we doubt if any will be found to warrant the payment of subsidies as such for 
the production and processing of other foods and fibers. For all these reasons, 
we oppose the requested grant of authority to pay subsidies. 

These proposals and the others—the proposal to require licenses or permits 
to handle commodities or sell services covered by price regulations: to exercise 
broad authority to acquire by purchase, condemnation, or otherwise property 
and facilities; to operate facilities and plants: and to extend rent control 
would, if adopted, completely regiment every segment of our nation life. With 
few exceptions, every person, every firm, every business, would fall completely 
within the ambit of Federal control. To assure compliance, untold thousands 
of employees would be added to an already overburdened Federal payroll: 
and, in their attempts to comply, all segments of the economy will be required 
to hire additional employees. And, between the Governments’ attempts at 
forcing compliance and the civilian attempt to comply, there will be little time 
to reach the Nation’s production goals and leave room for growth and adaptability 
within the economy. If the proposals are adopted and succeed, we as a Nation 
may find that we have won a battle but lost a war. 

On the question of compliance, it would be interesting to determine to what 
extent it is now possible for all segments of the economy to submit to the regu- 
lations and orders already promulgated. Our advice is that only a small 
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percentage of the reports are being forwarded as required. Our most recent 
advice on this score is that but 3 percent of the restaurants in one rather large 
Midwestern city has complied with a restaurant order. If compliance cannot be 
accomplished under the relatively simple present requirements, how can you 
expect compliance were the proposals before you to be adopted % 

Noncompliance, whether it result in black markets or the apparently innocuous 
practice of not filing reports, will engender disrespect for law and authority. 
Avoidance rather than compliance becomes the habit. And recent events seem 
to prove that under those circumstances, a complete disregard and disrespect 
for those moral and legal standards that have made us great as a people and a 
Nation are not far away. Let us not here set a stage that may revive an 
indifference to compliance with duly enacted Federal statutes, 

But cutting down nonessential Government spending; by the close scrutiny 
by Congress of proposals for defense spending; by curtailing credit ; by imposing 
higher taxes ; and by developing programs to curtail civilian spending and encour- 
age savings, the Federal Government, it seems to us, can go a long way toward 
reaching the goal of production on a scale ever increasing in efficiency. We 
suggest these measures as alternatives to a continuance of price and wage 
control on any scale. 

We should remember that our military successes in the past have come from 
the indomitable spirit of American men and women reared in an atmosphere 
replete with opportunity to realize the basic freedoms on which the Nation was 
founded and has grown. They, by having men and materials at the right place, 
at the right time, and in adequate force have assured the continuance of those 
freedoms. Let us not, by enacting the proposals you are now considering, 
endanger the exercise of those freedoms. Let us prove to the world that we 
¢an prepare for all contingencies and remain strong without trespassing on 
the exercise of those freedoms. To that task, we should and do dedicate 
ourselves and services. 


MEMBERSHIP LIST OF THE NATIONAL GRAIN TRADE COUNCIL 


American Feed Manufacturers Association, Inc., Chicago, Ill. 
American Seed Trade Association, Chicago, LL. 

Barley and Malt Institute, Chicago, Ill. 

Federation of Cash Grain Commission Merchants Associations, Duluth, Minn. 
Grain and Feed Dealers National Association, St. Louis, Mo. 
North American Export Grain Association, New York, N. Y. 
Terminal Grain Elevator Merchants’ Association, Milwaukee, Wis. 
Buffalo Corn Exchange, New York 

Chicago Board of Trade, Illinois 

Cincinnati Board of Trade, Ohio 

Denver Grain Exchange Association, Colorado 

Duluth Board of Trade, Minnesota 

Enid Board of Trade, Oklahoma 

Fort Worth Grain and Cotton Exchange, Texas. 
Indianapolis Board of Trade, Indiana 

Los Angeles Grain Exchange, California 

Merchants’ Exchange of St. Louis, Missouri. 

Milwaukee Grain Exchange, Wisconsin 

Minneapolis Grain Exchange, Minnesota 

New York Produce Exchange, New York 

Ogden Grain Exchange, Utah 

Omaha Grain Exchange, Nebraska 

Peoria Board of Trade, Illinois 

Philadelphia Commercial Exchange, Pennsylvania 
Portland Grain Exchange, Oregon 

Saint Joseph Grain Exchange, Missouri 

Salina Board of Trade, Kansas 

San Francisco Grain Exchange, California 

Seattle Grain Exchange, Washington 

Sioux City Grain Exchange, lowa 

Toledo Board of Trade, Ohio 

Wichita Board of Trade, Kansas 
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The Cuarrman. In that connection, I might say I had a conference 
with Secretary Brannan this morning, and in connection with the 
statements that were made here about the profits that were made in 
gambling in Chicago and New York and different places, I asked 
him to prepare a statement for me showing the differences between 
the losses and the profits which would be the only fair thing to do. 
He said he had his statisticians and the employees ‘of the Department 
working it, and when it comes in, I will put it in the record. From 
what I saw of the statement, it shoWs the profits that the people had 
made. When people make profits, somebody else makes losses. What 
I wanted to get for the record was the net results. 

The Commissioners of Agriculture asked me to have placed in the 
record a statement they prepared for this committee. They were 
scheduled to testify, but they said the statement would be sufficient. 

(The statement referred to follows:) 


JUNE 4, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Banking and Currency Committee, 
United States Senate, Washington, D.C. 
On behalf of the commissioners of agriculture of the following States which 
met in Washington, D. C. May 20-24, 1951, in person or by personal repre 
sentative : 


Alabama Minnesota 
Arkansas Nebraska 
Florida North Dakota 
Georgia South Carolina 
Louisiana West Virginia 


and after prolonged discussion, I was delegated and instructed to make the 
following report to the Congress through you: 

In making this report, I deem it wise to set out the background that motivated 
the decision of tuese commissioners of agriculture. 

The aforesaid commissioners of agriculture favor increased production as the 
greatest and only real safeguard of our Nation during this time of emergency 

We favor a free and unbridled economy as being the only way to attain our 
greatest defensive strength, and at the same time the only method under which 
our American way of life can be preserved through recurring emergencies. 

We oppose subsidies, whether they be to producers, processors, manufacturers, 
or consumers. Subsidies are additional burdens on taxpayers and are highly 
inflationary. 

We oppose price ceilings and roll-backs because they are inconsistent with a 
free economy. They discourage production at the time when increased produc 
tion is of paramount importance. They inevitably work undue hardships on 
segments of the people. They necessitate tremendous increases in Government 
employees. The orders and directives consequent to their operation are con- 
fusing and are hindrances to production, distribution, and business generally, 
and always result in regimentation, to a degree repugnant to the spirit of 
freedom in the American people. We oppose the existing law and we oppose 
all proposed amendments as being even worse than the provisions of the exist 
ing law. 

PRICE CONTROLS 


In order that you may get the background for this position, I would like to 
quote in part a statement presented to a congressional committee by a group 
of commissioners of agriculture in October 1945, as follows: 

“It is impossible for Congress to increase the sum total wages of industrial 
labor unless at the same time a onan increase is made in farm prices. 
The reason for this is that the total of the Nation's factory payroll does not and 
cannot very far exceed the sum total of the cash income of the farmers. This 
statement is fully proven by the official records of the United States Government 
year by year. 

“If the hourly pay of factory workers is increased, without at the same time 
increasing the farm income, it simply means there will be fewer jobs for factory 
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workers. A smaller number of factory workers will receive increased wages. 
The balance of the factory workers will be without any job at all. 

“The records of history show that neither a republic nor a democracy can 
long endure where private ownership of property does not exist. This is true 
because in a republic or a democracy the voters themselves are the ultimate 
vovernment. Where private property does not vest in the voters, it is only 
natural and it is inevitable that the voters will exercise their ultimate preroga- 
tive and take charge of all property in the name of the Government. This is 
not only proven on the pages of history but it is being proven in current affairs 
today (October 1945). We have but to look at England, France, Russia, and 
many other nations even today to see the vital truth of this statement. 

“The farmers of this Nation constitute the great bulwark of protection to 
private property of every kind and description in this Nation. Without a strong 
and prosperous agriculture and without a large aggregation of landowning 
farmers, no man could feel that his investment and capital were safe, whether 
they consisted of cash and intangibles, whether they consisted of factories and 
railroads, whether they consisted of land and houses or whether they consisted 
of any other form of capitalism. 

“The sum total of all wages, salaries, and profits is limited by the national 
income. The national income is limited by the farm income. The national 
income is seven times the farm income—it cannot be very much more and is 
never much less. 

“The truth of this natural economic law is strongly recognized by the United 
States Steel Corp. and the Tennessee Coal, Iron & Railroad Co. in the current 
October (1945) issue of the Manufacturers’ Record. We invite your attention 
to this direct and unequivocal statement by one of the largest business organi- 
zations in this country to the fact that the farm income controls the national 
income. 

“Every American is supposed to subscribe to the oath of allegiance to the 
flag of the United States: 

““T pledge allegiance to the flag of the United States of America and to the 
Republic for which it stands, one Nation indivisible, with libery and justice 
for all, 

“This does not say justice for any particular group. It does not say justice 
for those who are organized strongly enough to enforce their rights. It does not 
limit justice to those who labor in any particular field of industry. It does not 
limit justice to those who contribute to the Nation’s economic welfare in any 
particular manner, but it provides justice for all. 

“We also want to make it perfectly clear that we are not opposed to labor, 
organized or unorganized. On the other hand, we are their friends. We stand 
ready at all times to go to bat to see that they are not denied full justice in 
every Way under our national economic set-up. 

“We also wish to make it clear that we are not appearing in any sense in 
opposition to labor and its demands at this time. 

“We believe without going into any discussion of the merits or demerits of 
what has already been done, that our Nation is faced today with an economic 
condition that makes it vitally necessary for all labor to receive high wages in 
terms of money. 

“We believe it equally necessary, from the standpoint of the Nation’s welfare, 
for all white-collar workers, professional people, school teachers, ete., to receive 
high salaries in terms of money. 

“This necessity is brought about by reason of tremendous national debts and 
other public debts which will prove a crushing load on the taxpayers unless very 
high incomes are to be had, together with a very large national income which 
will make it possible to refinance and carry this tremendous load of debt until 
it can be reduced and a sufficient part of it retired to leave only a manageable 
balance. 

“We have, we hope, made it perfectly clear that we are not antagonistic to any 
other group. We would like to proceed to demonstrate to the members of this 
committee just where the American farmer now stands in the over-all picture of 
our American economy. 

“If farm prices today bore the same relation to factory workers’ wages that 
they did during the years of 1911 to’ 1915, then the farmer today (1945) would 
be getting the following prices for basic farm products and crops: 

“For cotton he would receive 52.20 cents per pound. For corn, he would be 


receiving $3.30 per bushel. His wheat would be bringing $4.45 per bushel. Hogs 
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in Chicago would be 38 cents per pound. The average price of beef cattle in 
Chicago would be 39% cents per pound.” 


GOVERNMENT FIGURES PROVE CONTENTION 


It is now 6 years since the above statement was made to a congressional com- 
mittee by members of this group. It is interesting to note that the most recent 
Government figures demonstrate the unvarying force of the rule set out in 1945, 
that the national income is limited to approximately seven times the farm cash 
income. : 

The annual report of the United Stdfes Department of Commerce for the 
year 1948 gives the annual national income and the farm income through the 
year 1948. 

The farm income for 1946 was $25.636,000,000; for 1947, $30.328,000,000; for 
1948, $30,802,000,000, making a total for the 3 years of $86,766,000,000. 

If we take the total for the 3 years of $86,766,000,000 and multiply it by seven, 
we find that the national income for the same 3 years should have been 
$607 262,000,000. 

According to the same report, the national income for 1946 was $179,562,000,000 : 
for 1947, $201,709,000,000; and for 1948 it was $226,204,000,000. The national! 
income for the 3 years amounted to $607,475,000,000, The farm income for 
the 3 years lacked only $113,000,000 of being exactly one-seventh of the national 
income, which is a discrepancy of only two-hundredths of 1 percent. 

The vears 1946, 1947, and 1948 were a time of tremendous economic upheavals. 
The OPA controls were discontinued. Labor troubles were rampant throughout 
the country. The wartime demand came to an end. Certainly there was every 
reason to believe that the 1 to 7 ratio between farm income and national income 
would have been upset during that period if it were not an iron-bound, natural 
economic law. 

From the above the conclusion is inescapable that if you add S1 to the farm 
income you add $7 to the national income. 


PARITY A FLOOR NOT A CELLING 


Legal parity as provided by law on basic farm crops is not and cannot be 
actual parity. It was provided by the Congress as a minimum or floor for fair 
prices to prevent disaster to American agriculture. The rapidly changing mode 
and standard of living makes the determination of actual parity by law 
impossible. 

True parity must always be somewhere above legal parity. 

The placing of ceilings on farm crops tends to force prices back to the Govern 
ment-loan value, which is necessarily less than true parity, 10 percent less 
than legal parity, and under existing conditions, considerably less than the cost 
of production. 

For these reasons the farmer will be severely penalized and perhaps suffer 
irreparable losses by undertaking to comply with their Government’s request 
for large increased production. As an illustration, should the farmers produce 
16,000,000 bales of cotton this year they will suffer irreparable losses if they are 
forced to take the Government-loan price for the crop. 


NATIONAL EMERGENCIES AND WARS ARE PAID FOR BY THE PEOPLE 


Any candid statement by any reliable source must carry the fact that all costs 
incident to wars and national emergencies must be paid by the people, either 
at the time or afterward. The fact that under modern conditions indebtedness 
and taxes are designated in terms of money tends to confuse the public thinking 
about these problems. 

In ancient times the king’s taxes were levied in kind. <A portion of the farmer's 
products were taken by the government, a portion of the shoemaker’s shoes were 
taken by the government, and so on through the items needed for carrying on 
the war. It was easy then for every citizen to understand that he had to pay 
the cost of the war by sacrificing a portion of his goods or labor. 

Under modern conditions it is not easy for the average citizen to understand 
this, although it is still true. Under present-day conditions the citizen may 
pay the cost of the war or national emergency in two ways, namely, he 
receives less money for his labor and goods or he may receive as much or more 
money, if the money is inflated and of less value. The inflation of the money 
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itself is simply a way of taking a portion of the citizens’ labor or goods for war 
purposes. 

If we are going to prevent inflation, where will we begin? We cannot inflate 
Government spending and prevent inflation in the balance of our economy. 

If we carry on a war by increasing the public debt, we are simply doing what 
every debtor does—we are simply postponing payday until a later time. 

Unless we are going to reduce Government spending, we cannot reduce prices 
and wages—that is obvicus. 

Unless we are going to vastly increase the public debt, we must pay as we go. 

If we are going to pay as we go, we must put up with whatever amount of 
inflation is necessary to maintain our general economy in line with public 
spending. 

The thing that is most urgently needed at this time is a frank, full, and clear- 
cut statement from the administration to the people as to just what is required 
for national defense, just what burdens this will place upon the citizens, and just 
how the administration proposes to accomplish it. 


CONCLUSION 

In conclusion, I beg leave to repeat that we favor increased production as the 
greatest and only real safeguard of our Nation during this time of emergency. 

We favor a free, unbridled economy as being the only way to attain our greatest 
defensive strength and, at the same time, the only method under which our 
American way of life can be preserved through recurring emergencies. 

We oppose subsidies. whether they be to producers, processors, manufacturers, 
or consumers. Subsidies are additional burdens on taxpayers and are highly 
inflationary. 

We oppose price ceilings and roll-backs because they are inconsistent with a 
free economy. 

Respectfully submitted. 

de Roy JONES, 
Commissioner of Agriculture, State of South Carolina 
(For himself and the other commissioners attending said meeting). 

The Cuarrman. The committee will now hear from Mr. George P. 
Lamb, chairman of the American Bar <Association’s committee on 
trade associations, 


STATEMENT OF GEORGE P. LAMB, CHAIRMAN, THE AMERICAN BAR 
ASSOCIATION COMMITTEE ON TRADE ASSOCIATIONS; MEMBER 


OF THE WASHINGTON AND NEW YORK LAW FIRM OF KITTELLE 
& LAMB 


Mr. Lams. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, my name is George 
P.Lamb. Iam cheirman of the American Bar Association’s commit- 
tee on trade associations. Iam also a member of the Washington and 
New York law firm of Kittelle & Lamb, which represents, among 
other clients, some 14 trade associations, of which I personally act as 
general counsel of 10. 

I have practiced law in the trade association, antitrust, and trade- 
regulation fields for more than 15 years, during which time I have 
tried cases before the Federal Trade Commission and counseled trade- 
association executives and members on compliance with the antitrust 
laws and with various Government regulations during the present 
emergency and during World War II. I want to say at the outset 
that 1 am as much interested as anyone in any department of the 
Government in seeing that my clients comply with the antitrust laws, 
both in letter and spirit. 

| regret that 1 am unable to appear here officially for the American 
Bar Association. ; 


As you know, no one is permitted to speak for 
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that association except pursuant to a resolution of the board of 
governors or the house of delegates. There has been insufficient time 
for me to obtain such a resolution. 

The Cuarrman. Has anyone appeared here who has not official], 
appeared as the representative of an association! As chairman, | 
want the record to show that it is rather embarrassing to me to have 
anybody appear who does not represent a national association. This 
committee determined when we started out that we had so many 
requests from so many hundreds-ef people who wanted to be heard 
that we just could not hear any but representatives of national asso 
ciations. I want to make it perfectly plain. I do not know how i 
happened. If we listen to all the people who want to be heard— 

Senator Ives. Mr. Chairman, may I raise a question here? 

The Cuarrman. I want to make the record clear on this point. 

Senator Ives. I want to inquire if Mr. Lamb’s opinion here is going 
to be contrary to that which is taken by the American Bar Association / 

Mr. Lamps. No; it is not. 

Senator Ives. In other words, what you are stating in effect is the 
position of the American Bar Association, even though you are not 
appearing here officially, is that it ? 

Mr. Lame. As a matter of fact, Senator, I was about 3 or 4 days 
late in getting approval. I did not know what day I was going to 
testify. 

The Cuarrman. I want to make the record clear. You can under 
stand my position as chairman. 

Mr. Lamp. Yes; I can. 

The CHatrman. He said he did not represent the association 
Other Senators have asked me about other people coming here. 

Senator Bricker. These trade associations are national associations / 

Mr. Lamp. The associations that I represent are national associa 
tions, yes. I represent the American Home Laundry Manufacturers 
Association, the Institute of Cooking and Heating Appliance Manu- 
facturers, the Wax Paper Institute, the Paper Napkin Manufacturers 
Association, Wire Reinforcement Institute, and so on. 

Senator Bricker. You do officially speak for them ? 

Mr. Lamps. I certainly do. 

The Cuarrman. I wanted the record to show that. 

Senator SparkMaAN. Mr. Chairman, I think by all means Mr. Lamb 
should be allowed to present—— 

The CrarrMan. I am not suggesting that he should not. I do not 
want somebody to come back and say we heard somebody who did 
not represent a national association. 

Mr. Lamp. I am sorry. If we did not have so many wheels within 
wheels within the Bar Association, I think I could have gotten the 
approval. 

Senator SparKMAN. If I may continue with my statement, I think 
by all means Mr. Lamb should be allowed to present his statement 
here. But I do want something cleared up. I understood in answer 
to a question over there, you said you were representing what was 
really the view of the American Bar Association. Now, I do not 
believe you intended to say that, because as I understand you have 
not pe it to the board of governors. 

Mr. Lams. It has not been presented to the board of governors. 
The matter was presented to the chairman of the antitrust division 
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of the American Bar Association, and he advised me I was 3 or 4 
days late. He said, “If you had gotten it to me, I am sure I would 
have gotten approval for you.” 

Senator SparKMAN. I do not want the record to indicate that while 
if you are not speaking officially for them you are speaking their views. 

Mr. Lamp. I think you are quite right. 

Senator Bricker. W ould it be possible to submit this statement to 
the American Bar or to the house of delegates ? 

Mr. Lamp. I think it could be done. 

Senator Bricker. I wish you would do that, and then we would have 
the strength of that organization back of it, if they do approve it. 

The Carman. Senator, you were on the subcommittee limiting 
the witnesses, and it would be embarrassing to me to have someone 
appear because I have refused other people. I told some of the people 
in my own State they could not come, and a few with respect to Senator 
Sparkman. I do not want to stop you from presenting your state- 
ment, but I want the record to be clear. 

Senator Ives. I want to get the matter of the views of the American 
Bar Association straightened up. I was the one who raised it in the 
first instance. Senator Sparkman just asked if you knew that you 
were presenting their views to which question, of course, the answer 
was no. 

Mr. Lams. That is correct. 

Senator Ives. You believe the views you are presenting are the 
views of the American Bar Association ¢ 

Mr. Lamp. ‘That is correct. 

Senator Ives. To the best of your knowledge. 

Mr. Lamps. To the best of my knowledge; yes, sir. 

Senator Roserrson. Mr. Chairman, I want to raise one other issue 
to which we have to give some concern, because of the terrific cost of 
printing our records. ‘The witness has a 16-page statement in which 
he fully presents, I imagine, his views on what is involved in this 
legislation. Then follows 40 or more pages of correspondence that 
he has had with various people and some regulations set out. It would 
be a tremendously expensive thing to print, but it might back up in a 
way his statement. However, it would not add anything to our infor- 
mation. Iam just wondering if the witness wants us to print all of 
this tremendous document he has given us or just print his full state- 
ment in the record ¢ 

Mr. Lamp. Senator, I think some of those documents are of great 
importance in supporting my statement. 

Senator Rosertson. It is your correspondence with various people, 
and I imagine it is of great interest to you, but I do not think anybody 
will ever read it in the record, so why should we pay $50 or $60 for 
printing the record if it is not going to be read. You give the essence 
of your viewpoints in your statement. 

Mr. Lamp. Yes, I do. 

Senator Roserrson. Then you come along with your correspond- 
ence, there is one letter with five pages to the Federal Trade Commis- 
sion, to Chairman Mead, from Mr. Lamb of Kittelle & Lamb. Then 
here is a letter from the Trade Commission to Mr. Lamb. Then you 
have a news comment, and then you have another letter from the 
Orthopedic Appliance Association to Mr. Lamb. Then you have a 
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Bill performed another helpful function for the Government offi- 
cials in charge of this industry during World War II. The Govern- 
ment men did not know the personalities of the industay members or 
their individual quirks and special problems. They could not always 
know, when an industry member spoke, whether the man’s position 
was completely sincere or biased a little by some pressing salle of 
his company. But Bill knew, and he advised the Government men, 
and in the end the regulations that were issued for tram wheels by 
OPA were fair and in the public inférest. 

Bill, of course, kept the minutes of the industry advisory com- 
mittee meetings in World War II, and saw that they were circulated 
to all members of the industry. He arranged for meeting places when 
meetings were held other than at the call of the Gov ernment, which 
was permissible then. He arranged for transportation and hotel 
rooms and generally took care of the details that otherwise would 
have burdened busy members of the committee and equally busy Gov- 
ernment officials. Without the distribution of information by Bill 
Smith many members of the industry not represented on the com- 
mittee would have lacked important information, and this would 
have given an unfair advantage to members of the committee. 

Contrary to the practice at OPA, WPB did not permit its industry 
advisory committee for tram wheels to have Bill present at its meet- 
ings as secretary or observer. This does not mean that Bill did not 
provide assistance, because he was frequently called on the telephone 
by WPB officials and he supplied much information to committee 
members for presentation at meetings. But the industry felt he could 
have been more helpful if he could have come in the front door instead 
of the cellar window, and the committee members would have had 
more time to devote to pressing production problems if Bill had been 
able to ti “6 some of the housekeeping work off their shoulders. 

So, as I said, when the Korean War started Bill looked forward to 
serving his country again. When the defense production ‘bill was 
before C ongress, Bill kept an eye on it. He had been treated well in 
World War II, but he knew of other trade association executives who 
were pushed around by Government men and he knew that there is a 
crowd in Washington that does not like trade associations or trade 
association people at all. Accordingly, when the Defense Production 
Act was passed with a clause requiring the Government to consult 
not only with industry representatives but also with “trade association 
representatives,” Bill figured that Congress was on his side and on 
the side of his colleagues in the trade association field, and he stopped 
worrying. 

And then NPA was formed and later OPS, and in each of these 
agencies eventually there appeared a Government official in charge 
of the groups of industries in which tram wheels fell. Bill went to 
Washington to meet these men and they were glad to see him because 
they had m: iny industries to look after and the size of their jobs ap- 
palled them a little. They asked Bill many questions about his indus- 
try and he answered them ‘and said to call on him any time they wanted 
help. Later these men asked Bill for the names and addresses of all 
members of the tram wheel industry, both members and nonmembers 
of the trade association, and Bill supplied them with this information. 

Pretty soon the question of industry advisory committees came up, 
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and again the Government men called on Bill. They wanted to know 
the geographi ‘al locations of the manufacturers, who were small, 
medium, or large, which were integrated and which nonintegrated 
mills, and a lot more information to enable them to get a committee 
which would be fairly representative. Bill gave them all this infor- 
mation, and he was happy that he could be of service to the Govern- 
ment and his industry. He was also happy that the people in Wash- 
ington who did not like trade associations had apparently not influ- 
enced NPA or OPS, or at least not the particular men in those agencies 
that he had to deal with. 

Eventually the industry advisory committee for tram wheels was 
appointed by the Government and called to its first meeting in Wash- 
ington. Bill was not sure whether he was supposed to attend or not. 
The members of the advisory committee all wanted him to, but he had 
not been invited. When he read the regulations of NPA and OPS on 
industry advisory committees, he found that specially qualified per- 
sons could be invited to attend committee meetings, and thought this 
included him. He dug out his old OPA regulation on the subject 
and, just as he remembered, it provided for a secretary if the industry 
advisory committee wanted one, and said that the secretary should 
attend all meetings, though without vote and without being regarded 
as a member of the committee. 

Bill telephoned the Government man in charge of his industry, and 
the Government man said that of course Bill should come to the 
meeting. He had intended to invite him but had just overlooked it. 
So Bill went to that first meeting of the industry advisory committee 
and although he was not offic ially secretary of it, he performed all the 
functions he had in World War II. The Government provided the 
meeting place, so Bill did not have to do that, but he arranged for 
transportation and hotels for the committee members, and arranged 
a place for them to have lunch between sessions of the meeting. In 
the meeting, he sat near the Government man and answered questions 
about over-all industry statistics and facts. As in World War II, 
he advised the Government man about the personalities and special 
problems of the various members of the industry on the committee, 
and he kept notes of what happened even though there was a girl there 
with a stenotype machine t: aie down what everyone said. 

After the meeting, the Government man asked Bill if he would 
prepare the minutes of the meeting. Bill said he had made notes but 
did not know whether he was supposed to prepare minutes since the 
meeting was being stenographically reported. The Government man 
said that it would be some time before he would get the stenographic 
transcript and then he might be too busy to read it. What he really 
needed, he said, was a digest of the meeting, and he asked Bill if he 
would prepare one and send it out to the industry with a copy to the 
Government man. Bill said he would be glad to. 

Between that time and the next meeting, the Government man called 
on Bill several times for information, and Bill was able to save the 
Government the time and expense of getting a special questionnaire 
approved by the Budget Bureau to send out to all tram-wheel manu- 
facturers 

Then the Government called another meeting of the industry ad- 
visory committee; the new regulations did not permit the committee 
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The Cuatrman. The reason we ask that is that Senator Long was 
to be heard, and he has another meeting. I told him I would telephone 
him, 

Mr. Lamps. I would like to finish this, if possible. 

The Cuatrrman. Go ahead and finish. 

Mr. Lamp. Thank you. 

I have dramatized this story because I know of no better way to get 
across to you just what the average trade association exec utive does 
for his industry and j ust what he can do, if permitted, for the Gov- 
ernment. I am not asking you to feel sorry for the Bill Smiths of this 
country. True, they are ¢ angry and hurt at their treatment by the Gov- 
ernment, but if the only interest involved were theirs, I would have 
to say “Forget it.” What I am concerned about, and what you are con- 
cerned about, is the public interest. and to me it just does not make 
sense to deprive the Government—the public—of the willingly offered 
services of men like Bill Smith. 

The value of those services is unquestionable. Ask any overworked 
NPA or OPS official (and they are all overworked) in charge of an 
industry desk. The mobilization of American industry would take 
10 times as long if there were no trade assoc iations, as some persons 
in the Department of Justice and Federal Trade Commission might 
like to see. The first place to which a Government oflicial in NPA 
or OPS must turn for basic information about an indstry is its trade 
association. Only it can give him the statistics he needs, the names 
and addresses of industry ‘members, data on their size, ¢: apacity, geo- 
graphical location of plants, and the like. The Government could, 
of course, get that information on its own—by burdening industry 
with innumerable questionnaires, by hiring thousands and thousands 
of clerks (who, incidentally, would know nothing about the industries 
concerned) to tabulate those questionnaires. And when it got all 
through (which would be a long, long time after it began), it would 
still need someone with over-all knowledge of the industry to inter 
pret the results. 

IT want to stress that word “over-all.” The individual member of 
an industry advisory committee knows this own company’s problems 
and he knows something about the industry as a whole. But his 
views are necessarily colored by his own problems and experiences. 
There is only one man who can and does know the entire industry 
disinterestedly, whose very job requires that he have no ax grind 
in the interest of any individual company, and who, in short, can see 
the woods despite the trees. That man is the trade hdnadtation 
executive. 

The Government officials is charge of industry desks in OPS and 
NPA are not going to be deprived of essential information merely 
because some armchair theorist in the Department of Justice thinks 
they should have no contact with trade-association representatives. 
As long as the telephone will work, they will get the information they 
need. But why, I ask you, why must they be forced to do it sub rosa? 
Why should those who need and are entitled to available, lawful in- 
formation and assistance be forced to go into a species of black market 
to get it? 

I have been a student and practitioner of the antitrust laws for more 
than 15 years, and I say with confidence that the idea that the presence 
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or absence of a trade association executive from an industry advisory 
committee meeting will have any effect antitrustwise is utter tommy- 
rot. In the first place, all industry advisory committee meetings, under 
present rules, are presided over by a Government official. Antitrust 
immunity under the statute is granted with respect to what is done at 
those meetings, but the Gov ernment man is there to protect the public. 

Senator Bricker. That his been true for a long time. They have a 
desk there, and they keep a man there from the Justice De ‘partment in 
constant touch with what is going on. 

Mr. Lame. That is correct. 

Secondly, the function of the committee is only advisory, it cannot 

make or amend or repeal so much as the smallest word or line in a 
regulation. Thirdly, the trade-association executive, if admitted to 
the meeting as an observer or even as secretary of the committee as in 
the case of OPA in World War II would have no vote and hence no 
voice even in the committee’s limited function of advising. Finally, 
if it is the fear of these Department of Justice lawyers that something 
in restraint of trade may be done outside the meeting, either before it 
starts or after it is over, then I ask how in the world the presence of 
the secretary of the association as an observer at the meeting could 
possibly effect such a result. 

I should also like to point out that anything done before or after 
the meeting would not be immune from antitrust prosecution, and what 
is done by citizens on their own time is no concern of the Department’s 
until and unless it is shown that there has in fact been a conspiracy to 
violate the law. 

In 1943, OPA issuéd Procedural Regulation No. 13. This regulation 
which was revised and amended several times dealt with the estab- 
lishment and procedure of industry advisory committees in World 
War II. Compare this earlier regulation with the present Price Pro- 
cedural Regulation No. 2 of OPS and with the rules for industr y ad- 
visory committees issued by NPA on January 10, 1951. You will see 
that the influence of the Depart ment of Justice has already made itself 
felt so restrictively that advisory committees in this emergency, unlike 
those in World War II which could hold meetings on their own ini- 
tiative apart from the Government, can hardly move without advance 
Government approval and constant, personal Government supervision. 
How an industry advisory committee could violate the antitrust laws 
under such scrutiny, even if Beelzebub himself were present as secre- 
tary and adviser, is beyond comprehension. 

Despite the comparative laxity of OPA’s Procedural Regulation 
No. 13, which permitted industry advisory committees to meet without 
Government men present and which sanctioned the retention of the 
trade-association executive as secretary of the committee with the 
right to attend meetings without vote, there has been to my knowledge 
no antitrust prosecution since World War II in which it has been 
claimed that the presence of a trade-association secretary at industry 
advisory committee meetings was contributory to the violation 
charged. Indeed, as far as I can ascertain, there have been no anti- 
trust prosecutions at all arising out of industry advisory committee 
activities in World War II such as followed the activities of code 
authorities in the days of NRA. And I think the reason is clear. 
Businessmen by and large have learned their lesson. They will not 
again permit one agency of Government to seduce them into that 
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somewhat similar to the policy that NPA has now, but OPA’s policy 
was different. I might also add that in World War I there were not 
any such monstrosities as advisory committees. Bernard Baruch used 
the trade associations of the country instead of setting up the dummy 
advisory committees. 

Senator Bricker. Of course, the reason of the advisory committees 
in the minds of the Congress was that there might be some practical 
information available on the part of the Government regulators before 
they would jump willy-nilly Saba: there, and yonder, and put out a lot 
of absurd orders that did not mesh with the practices and the produc- 
tive capacities of the industry itself. We attempted in doing that to 
bring that information in as practical a way as we knew how to the 
attention of those called in—maybe not from the industry, maybe 
former Government employees picked up here and there because they 
were particularly available at the time. 

Mr. Lamps. If the advisory committees may use all of the facilities 
available to it, such as the trade association, if there is one in the 
industry, they can be effective, but if it is an advisory committee that 
has no contact with the detailed facts of the industry, they go in and 
speak entirely as a representative of one company. 

Senator Bricker. That was the purpose we had in mind in correct- 
ing that situation, taking them out of that vacuum of experience and 
knowledge, and it was for that reason we mentioned trade associa- 
tions specifically. You said in the early part of your testimony that 
there were some that do not like trade associations. Will you advise 
this committee as to who these people are in Government and what 
is back of it? 

Mr. Lamps. Senator, about a year ago I wrote an article on trade 
associations in the future, which I will be glad to give you a copy of. 

Senator Bricker. I would like to have it. 

Mr. Lames. In my experience over the last 15 years I have tried to 
put my finger on who are those people. There is always an under- 

current in Government agencies by the trade association. When it 
comes right down to putting » your finger on who it is, you never can 
find them. I tried to set up a conference as chairman of the bar asso- 
ciation committee to get each of several Government agencies to appear 
and state their position on trade associations to see if it would be 
possible to smoke out who that individual was. The only time you 
feel it is when the trade-association executive is actually in ‘direct con- 
tact, and then the statement is usually made by the neenanenliy chief 
that he is doing business but that somebody upstairs against the idea 
of cooperating with trade associations. When you or to this person 
upstairs, you do not get anything specific. I do know that the Indus- 
try Advisory Committee Division of NPA, -which is headed by Mr. 
Bellsley, is absolutely opposed to cooperation with trade-association 
executives in the sense of h: iving them as observers in the meetings. 

Senator Bricker Who is responsible for barring counsel at those 
meetings ¢ 

Mr. Lame. I think that probably falls in the same category as the 
barring of trade-association executives. It was a matter of surprise 
when we asked the general counsel of NPA why counsel were not 
permitted to be present. He said, “I never knew that they were not.” 

Now, actually, a lawyer representing the Ground Wood Association 
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was put out of the ground-wood meeting by NPA. So lawyers are not 
allowed to attend. 

Senator Bricker. Who was responsible for putting him out ? 

Mr. Lams. The attorney in charge of the Industry Advisory Sec- 
tion of NPA. 

Senator Bricker. But not the general counsel ? 

Mr. Lams. No. 

Senator Bricker. He did not even know about it? 

Mr. Lamp. He did not even know about it. 

Senator Bricker. I was surprised here yesterday—I wish Senator 
Benton was here—when he expressed some of his attitude, not toward 
the general run of trade associations but certain trade associations, 
without naming them, which, of course, he would not do. I have 
found them very cooperative in my experience, limited as it has been, 
and very helpful, along the line of what you have taken here about 
Bill Smith. I cannot conceive what motivates a policy of exclusion 
of this kind, either of trade-association representatives or of lawyers. 
I would think that if the Government men were as practical as they 
ought to be that they would want all the information they could 
possibly get. I do know there has been a running fight bet ween the 
Department of Justice and trade associations, and I do know they 
have put desks in many of the trade-association headquarters io pro- 
tect against violation of the antitrust laws. They are very properly 
alert on that. 

It is very difficult for me to understand how you can indict, and 
this is an indictment, trade associations generally, and their section 
because of the fact that somebody at some time might have violated 
an antitrust law in the judgment of the Department of Justice. They 
can protect the Government and the public. They have adequate 
laws at the present time. ‘The idea of this committee and of the 
Congress, I am confident, was to see that the Government, limited 
as it is in the men of experience it can get, has all the available 
information from the best sources possible. You rather surprised 
me with your statement of this attitude. 

Mr. Lams. We disbar lawyers. There are some lawyers that do 
not comply with the oath they take. 

Senator Bricker. But that is not the1 responsibility of some whipper- 
snapper in some Government department. That is the responsibility 
of the courts of the country. Maybe they have not carried out the 
policy effectively, maybe they have not gone as far as they should 
to protect the standing of the bar, but neve rthe ean that is their job 
and not the job of somebody down in the Government departments. 

Mr. Lams. The American Bar Association Committee holds no brief 
for a trade-association executive that violates the antitrust laws. 

Senator Bricker. We have laws to prevent that. 

Mr. Lamp. Absolutely. And the Department of Justice can prose- 
cute any trade-association executive who violates them in or outside 
of industry advisory committee meetings. 

Senator Bricker. I am unable to understand, or in any way reason, 
that the presence of a trade-association secretary ge a Government 


meeting with Government officials present would violate the antitrust 
laws, 


Mr. Lamp. That is far-fetched. 
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Senator Sparkman. Congress also set up a voluntary control agree- 
ment after the war was over. The same procedure was followed 
there; was it not? 

Mr. Lamp. Yes; it was. 

Senator SparKMAN. So starting back with the War Production 
Board in World War II right on up until today, with the exception 
of the first meeting that Bill Smith attended, this procedure has been 
followed ? 

Mr. Lamps. That is correct. That is what I am opposing. I am 
opposing that procedure. 

Senator SparKMAN. I thought we should make the record show that 
this is not something that has been newly developed by regulation 
of some kind. 

Mr. Lamps. If I gave that impression 

Senator Sparkman. Not at all. I wanted the record to show 
affirmatively that this was not something new, that it is something 
that has been running now for a good long time. 

‘Mr. Lame. As near as I could trace this anti attitude that Senator 
Bricker asked me about was subsequent to the NRA days. If you 
will recall, right after NRA there was a tremendous wave of prosecu- 
tions of industry for carrying on certain things that they did under 
the NRA which supposedly had immunity under the antitrust laws. 
I never thought they did, but a lot of people did. A lot of officials 
in the NRA gave the impression that the antitrust laws were sus 
pended. Industry went hog wild during that period to do some 
thing about the depression. Some of the industry got in bad habits 
during that 1933-85 period, and they were prosecuted in 1936-40 
for the things they did and were asked to do from 1933 to 1935. 1 
think if you are going to put your finger on the time when the anti 
attitude started in Government, it started during the 193640 period. 
That just preceded World War II. John Lord O’Brien is one 
of the most eminent authorities on antitrust laws of the United States. 
He became general counsel of the War Production Board, and he 
followed right through with the very tight policies, as far as trade 
associations were concerned. 

Senator Sparkman. He had a pretty hard time getting industry 
to cooperate because of that fear. 

Senator Bricker. If you do not mind one member of the com 
mittee saying so, he does not feel inclined to follow the thinking 
and conclusions of John Lord O’Brien on occasion. 

Senator SparKMAN. You do recognize him as a very outstanding 
lawyer. 

Senator Bricker. He has been a very successful lawyer. 

Senator Sparkman. Of course, Mr. Lamb, you said a few minutes 
ago that this question of antitrust did present a very difficult problen 
in this country. 

Mr. Lams. There is no question about that. 

Senator SpaRKMAN. IT agree with you. Personally I like trade asso 
ciations. I think they do a wonderful job. But at the same tini 
I think we must all in complete fairness recognize the danger that is 
inherent and hard to avoid; that is all there is to it. 

Mr. Lamp. Senator, I am going to present you as well as other mem 
bers of the committee this article. This article e xpresses views of m) 
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own based upon 16 years of experience in this field. I suppose I know 
about as many trade-association executives as any individual alive. I 
probably know 500 personally, because I have done a great deal of 
work with them. I have appeared on their committees, I have ap- 
peared as speaker on their programs, and I attend about 25 or 30 con- 
ventions a year. So I have a pretty good knowledge of the per- 
sonalities that make up the trade-association field. I would say that 
by and large they are a pretty fine bunch of people. The ideas that 
Ihave on trade associations in the future are contained in these copies. 
I will give you five here. 

Senator SparkMAN. I would like to have one, and I am sure every 
member of the committee would like one. 

Senator Bricker. As I interpret this, then, from a cursory con- 
sideration of the O’Brien and Fleischmann pamphlet, the Department 
has held that 701 in recognizing or creating the advisory committees 
when it named trade-association members and nonmembers, that it 
excluded anybody that might be a paid employee from those meetings, 
but that they can be « -alled upon for advice under 709? 

Mr. Lamp. That is correct, Senator. 

Senator Bricker. There is nothing in the act that would prohibit 
a paid secretary, as I see it, of a trade association sitting in as an 
observer or helper. 

Mr. Lams. No. As a matter of fact, both Mr. Leventhal and Mr. 
Hollands answered my question, Is this based upon an interpretation 
of the statute, is the question of law or a question of policy, and the 
answer was it is entirely a question of policy. 

Senator Bricker. Where is this idea that it violates the antitrust law 
emanating from ? 

Mr. Lamp. In the crisscross of the letters that you see here, that you 
so willingly put in the record, you will see that the buck has been 
passed back and forth on it. Nobody really wanted to take the full 
responsibility for it. 

Senator SparKMAN. That is true generally with antitrust matters. 

Mr. Lamp. Yes; it is. Justice in October did not want to take a 
position on it. They thought OPS and NPA would take a position, 
and OPS and NPA come back and say it is the Antitrust Division. 

Senator Bricker. Evidently they are still trying to duck because 
a month ago we wrote a letter to the Justice Department and have not 
heard from them. 

Mr. Lams. If you will call somebody in the Antitrust Division, 
vs will get some action. 

Senator Sparkman. You have an exhibit in your statement from 
the Orthopedic and Prosthetic Appliance Association. Is that what 
itis? 

Mr. Lamp. Yes; that is correct. 

Senator SpARKMAN. Let me read you a memo dated June 5 regard- 
ing the Orthopedic and Prosthetic Appliance Industry Advisory 
Committee. This is by one of the advisers to the committee: 

We were very ably assisted from the outset of the establishment of the above 
committee by Mr. Glenn Jackson, secretary of the Artificial Limb and Pros- 
thetic Appliance Association. He made several nominations and certain of 
these nominees were made members of the committee, but not until Mr. Jackson's 


suggestions were checked with members of the industry. Other of his nominees 
were not made members, because industry supported other of its members 


83762—51—pt. 8——24 
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Senator Dirksen. It is a bit on the shotgun side. 

Mr. Lame. Yes. Asa matter of fact, you can go down through 
the 66 orders that have come out from the National Production Au 
thority in the M class and you will find a tremendous number of them 
with language of that sort in them—that it was impracticable to 
consult. I have great sympathy for the OPS and the NPA for the 
broad general orders, like the general ceiling price order or the 
General Price Regulation No. 2, which covers everybody. I do not see 
how they could have effective consultation unless they called in rep 

resentatives from the over-all business organizations, such as the 
NAM or the Chamber of Commerce of the U nited States. I do not see 
how they could call in every trade association executive in the coun 
try on the over-all regulations. But on specific regulations that affect 
the specific group I do not see any reason in the world why there can- 
not be effective consultation. 

Senator Dirksen. Of course, the answer is that no action is bette: 
than hasty action. 

Mr. Lamp. That is correct. 

Senator Dirksen. You have a lot of things to iron out. 

Mr. Lame. There have been some things happen because of th« 
lack of consultation. I had one brought to my attention yesterday 
where in the copper order it provided a restriction on copper in gas 
ranges on the tanks. There are no tanks on gas ranges at all. All 
they needed to do was to consult somebody that knew something about 
gas ranges, and they would have found that out. It is a mammoth 
job and I fully appreciate the tremendous pressure that is on these 
folks. There are certainly a small number of them that are com 
pletely familiar with everything in industry. They have tried to get 
industry people here. It has been a much more difficult thing this 
time to get people to assume those responsibilities than it was in 
World War II. I am sympathetic from that standpoint. I think 
it is a very big job. 

Senator SPARKMAN. Senator Frear. 

Senator Frear. The only thing IT have to say is that I wonder if we 
kept the attorneys and the administration out also, with all due respect 
for the legal profession, we might not have more clarity in these 
orders. 

Senator Bricker. What is that? 

Mr. Lame. Senator, I do not see how you would ever get any of 
these orders drafted if you kept the attorneys from the staff out. 

Senator Frear. If we put more attorneys on, I am sure the layman 
would not understand it. 

Mr. Lams. If you write these orders in strictly layman’s language, 
they will have plenty of trouble. 

Senator Frear. With that I will disagree, because I think there are 
just as many intelligent people in the lay professions as in the legal 
profession, with all due respect. 

Mr. Lamp. The language has to be precise in order that it can be 
interpreted accurately. 

Senator Frear. I am sure I misunderstand you, because you do not 
mean to tell me that a layman cannot write precise language that is 
understandable to industry. 

Mr. Lame. A layman certainly can write precise language, but | 
think certain standards have to be followed in drafting of it, and I 
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think the members of the legal profession have spent their entire lives 
trying to do this. 

Senator Frear. Yes; and I think they have done a wonderful job 
of writing language so that it takes an attorney to interpret it. 

Mr. Lamps. I have seen some contracts written by laymen that were 
a field day for the attorneys when they were once breached. 

Senator Frear. Thank you very much. 

Senator Sparkman. Anything further? If not, Mr. Lamb, I want 
to add this word. I do not want any question that I propounded to 
you, or anything that I said, to imply that I do not believe in full 
consultation. I do. 1 certainly think that all of our Government 
agencies ought to make full use of the advisory committees, and ought 
to consult wherever they can get information or help in doing these 
most difficult jobs that they have to do. 

Senator Bricker. That is what every member of the committee 
wanted. 

Senator SparkMan. Yes. We appreciate your appearance this 
morning and your giving us this presentation. 

Mr. Lams. Thank you, Senator. I want to thank you for your kind 
attention to my remarks. 

(On May 8, 1951, Senator Maybank wrote to several interested 
agencies. In his letter the chairman asked questions relating to the 
functioning of industry advisory committees. The replies to these 
questions may be found beginning on p. 875.) 

(The material submitted by Mr. Lamb follows :) 


Excerpts From OPA PROCEDURAL REGULATION 13, JUNE 7, 1943 
Section 1300.1004 


(b) Secretary; treasurer.—The committee may appoint a secretary and a 
treasurer, or one person to serve as both secretary and treasurer. Standing sub- 
committees may either select a secretary and treasurer in like manner or they 
may use the secretary and the treasurer of the committee. Appointment of a 
nonmember of the committee as secretary-treasurer, or in any other capacity, 
does not constitute the person appointed a member of the committee. 

The chairman, or the secretary, or such other person as the committee may 
designate, shall be responsible for the keeping of minutes at meetings called by 
the chairman. 

The chairman, or the treasurer, or such other person as the committee may 
designate, shall be responsible for administering the receipts and disbursements 
of the committee, and the keeping of financial accounts. 

(c) Other assistants.—The committee may hire other assistants. 


Section 1300.1005 


(b) Committee meetings.—Meetings of a committee or subcommittee may be 
called by the chairman thereof, or by the Administrator or price executive for 
purposes of consultation. 

Meetings called by the chairman shall be held at such times as may seem 
proper to him. When a majority of the committee or subcommittee request a 
meeting he shall call such meeting within a reasonable time thereafter. In call- 
ing a meeting, the chairman shall prepare a written notice specifying the time 
and place of the meeting and the proposed agenda, and shall send such notice to 
all the members of the committee or subcommittee and to the price executive. 
Such meetings shall be held not less than 10 days after the mailing of the notices, 
unless the chairman specifically states in the notice that the exigencies of the 
situation are such that the 10-day period must be waived. 

The Administrator or price executive may call a meeting for purposes of con- 
sultation, and designate an appropriate member of the staff as the representative 
of the Office of Price Administration to conduct the meeting. Other members of 
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associations would very materially increase the efficiency of the industry ad- 
visory committees and thus lessen the burden on the members of the committees. 
Also, of course, more efficient operation of the committees would make the 
committees of more assistance to the Government. 

The possibility of such contributions by trade associations is, of course, ex- 
pressly recognized in the Defense Production Act of 1950. In that statute there 
are three separate provisions as to obtaining assistance from industry advisory 
committees, in sections 404, 701, and 709. However, these references to trade 
associations are in such general terms as not to dispel the doubts and fears 
mentioned earlier in this letter. While by implication consultation with trade 
association representatives such as contemplated in sections 701 and 709 does 
not raise any problem of antitrust law violation, it would be extremely helpful 
both to the Government agencies and to industry if the various permissible areas 
of such consultation and cooperation were to be spelled out by the Department 
of Justice and the Federal Trade Commission. 

Although not intended to be all-inclusive, the following is a list of some of the 
areas of permissible activity which might be discussed in such a policy state- 
ment: 

1. Suggestions by the trade association paid executive as to members for 
an industry advisory committee. 

2. Utilization by a defense agency of statistical data tollected by a trade 
association as to production, inventories, shipments, sales, capacity, and 
wage data. (In the event that information from nonmembers of the trade 
association is not available through the trade association, such information 
ean be procured readily.) 

3. Dissemination by the trade association to its members of information 
as to proceedings of the industry advisory committee and related matters 
such as contracts, priorities and allocations, wage stabilization, price con- 
trol, ete. 

4. Furnishing by the trade association to the defense agency of information 
as to standardization of products and engineering know-how. 

5. Research on the part of the trade association into conservation of raw 
materials and use of substitute materials by the industry concerned. 

The policy statement could make it clear that the carrying on of the permissible 
trade association activities would not impinge on the primary function of industry 
advisory committees, that of advising Government agencies as to specific pro- 
visions of regulations. There is no quarrel with the principle that an industry 
advisory committee should include nonmembers of that industry’s trade associa- 
tion, or the principle that the industry advisory committee is intended to act 
independently in formulating recommendations. The policy statement could 
show how it is entirely consistent with these salutary principles for the trade 
association to operate as an adjunct to the advisory committee. 

In evaluating the need for this proposed policy statement, and in determining 
the scope thereof, consultation with the following individuals would probably 
furnish substantial assistance: 

1. The Chamber of Commerce of the United States, Mr. Henry Fowler, 
general counsel. 

2. The National Association of Manufacturers and the National Industrial 
Council through Mr. Lambert Miller, general counsel. 

3. The American Trade Association Executives through Mr. Reuel Elton, 
general manager. 

4. The Trade Association Division of the Department of Commerce through 
its Chief, Mr. Jay Judkins. 

5. The American Bar Association through its committee on trade associa 
tions, Mr. George P. Lamb. 

These organizations are in contact with all of the substantial trade associa- 
tions in the United States and the named representatives should be able to out- 
line in detail the part which can be played by the trade association. 

A letter similar to the above is being sent to the Attorney General. 

Very truly yours, 

GEorGE P. LAmp, 
Chairman, Committee on Trade Associations, 
American Bar Association. 
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FEDERAL TRADE COMMISSION, 
Washington 25, November 1, 1950. 
GerORGE P. LAMB, Esq., 
Chairman, Committee on Trade Associations, 
American Bar Association, Washington 5, D. C. 


Dear Mr. LAMB: Your letter of October 5, 1950, has been studied with much 
care and it has been discussed in Commission meeting. I regret to say that it 
does not seem to the Commission to be appropriate for the Federal Trade Com- 
mission itself or in cooperation with the Department of Justice to attempt to 
formulate a joint statement of policy concerning the character and extent of 
cooperation by trade associations with defense agencies, as suggested in your 
letter. 

The problems of the mobilization period have not yet become fully apparent. 
Neither the character of Government activity nor the character and scope of 
private contribution to that activity are yet clear. For the Commission to 
announce policies applicable to programs which the defense agencies may under- 
take in the future would scarcely be distinguishable from an effort by the Com- 
mission to direct the initial thinking of those agencies along selected lines. 
Moreover, an endeavor to envisage the issues that may arise and the bearing of 
the antimonopoly laws upon them would necessarily be an effort to deal with 
hypothetical questions, and would probably involve a type of speculation lead- 
ing to confusion rather than its prevention. 

It seems that the Federal Trade Commission can be more useful to the defense 
agencies in their dealings with business groups by standing ready to give agencies 
of Government hetpful comment as to specific situations in which they wish to 
ascertain what bearing the laws administered by the Commission have upon 
activities which they desire to undertake or encourage. We shall continue,to be 
of as much assistance as possible in this regard. I wish also to say that busi- 
nessmen and groups are welcome to consult informally with officials on the Com- 
mission’s staff respecting specific problems coming within the jurisdiction of the 
Commission and which may arise from time to time in the defense effort. 

The desire which you have expressed on the part of trade associations to cooper- 
ate with the Government in the defense effort is appreciated. There are many 
situations in which businessmen through their asosciations can doubtless render 
very material assistance, and I believe the defense agencies will avail them- 
selves of this help as the occasion arises, subject of course to safeguarding what- 
ever legal requirements may be involved. 

Sincerely yours, 
JAMES M. MeabD, Chairmun. 


OFFICE OF THE ATTORNEY GENERAL, 
Washington, D. C., November 2, 1950. 
GEORGE P, LAMB, Esq., 
Chairman, Committee on Trade Associations, 
American Bar Association, Washington 5, D.C. 


Drar Mr. LAMB: This has reference to your letter of October 5, 1950, in which 
you suggest the formulation and publication of a statement of policy concerning 
cooperation of trade associations with defense agencies in carrying out the 
activities of the Defense Production Act of 1950. 

As you point out in your letter, the Defense Production Act of 1950, in sections 
404, 701, and 709, does provide for the utilization of industry advisory committees 
and for the manner in which such committees shall be constituted. In view of 
this, it does not appear necessary for such a policy to be formulated beyond that 
which has been provided by the Congress. Should specific situations arise under 
the act, the Department of Justice would, of course, be glad to discuss them 
with you. 

We greatly appreciate your interest in this matter and your courtesy in writ- 
ing us about it. 

Sincerely yours, 
J. HowARD McGRaTH, Attorney General. 
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And if the solutions are not forthcoming, it will be impossible to build sufficient 
prostheses for the large number of Korean casualties already being readied in 
American hospitals for their new artificial limbs. 

Sincerely yours, 
GLENN E. JACKSON, 
Executive Director. 


NATIONAL PAINT, VARNISH, AND LACQUER ASSOCIATION, INC., 
Washington, D. C., April 20, 1951. 
Mr. GEeorcE P. LAmps, 
Chairman, Trade Association Committee, 
American Bar Association, Washington, D. C. 

DeEAR GEORGE: Reuel Elton has asked me to write you regarding our experi 
ence with meetings of our industry advisory committees. 

NPA has constituted two committees for our industry groups—one for pig 
ments, the other for paints, varnishes, and lacquers. 

At the time of the organization of the pigment committee in December 1950, 
I was invited to attend the first meeting. A formal letter conveyed the invita 
tion from the Industry Advisory Committee Division, but the action on NPA’s 
part was not voluntary. Association members had to request the invitation. I 
attended the meeting. Since that time I have received no invitations to attend 
any subsequent meetings of this committee, nor have I attended any. 

The organization of the Paint Industry Advisory Committee was instigated 
and requested by me in my capacity of president of the association. Industry 
conditions justified this action. Prior to the first meeting our legal counsel 
examined NPA regulations, then published, and found no restriction to paid 
trade-association executives attending meetings of the industry advisory com 
mittees. Inquiry of NPA Chemical Division’s Acting Director, Mr. Charles C. 
Concannon, brought the information that NPA policy was against such trade- 
association participation. However, Mr. Concannon advised that my attendance 
at the first meeting of the paint committee was permissible and issued an oral 
invitation. On the day of the meeting, I entered the meeting room with the 
members of the committee, and immediately after a roll call the NPA lawyer 
present at the meeting instructed me to leave, aS my presence was not au 
thorized and, in fact, prohibited by an interoffice memorandum, which, upon 
later check by me and my staff was found to be restricted to NPA personnel and 
which, according to its terms, contained no reference to trade-association rep 
resentatives. Mr. Coneannon’s later excuse for this discourtesy was that the 
request for attendance at the Paint Industry Advisory Committee meeting by 
me had not been approved by the Director of the Industry Advisory Committee 
Division, but had been for the one meeting of the Pigment Advisory Committee 
only. 

The Paint Industry Advisory Committee, since its organization, has had several 
meetings of some of its members who have been acting as task forces on specific 
problems. No participation by me or any of the association staff has been 
permitted. 

The Paint Industry Advisory Committee at OPS has just been organized; so, 
no experience has been had with this agency. However, association officials 
have been invited to participate in one informal industry group meeting. 

I urge strong and effective action upon you in your efforts to clarify this 
problem. The actual refusal to consult and cooperate with trade-association 
executives, who are quick sources for industry-wide information, guidance, and 
counsel, is inimical to the interests of all concerned. 

With warm personal regards, 

Sincerely yours, 
Jor BaTTLey, President. 


NATIONAT, LIME ASSOCIATION, 
Washington 5, D. C., April 20, 1951. 
Mr. GrorGe P. LAMR, 
Chairman, Trade Association Committee, American Bar Association, 
1044 Shoreham Building, Washington 5, D. C. 


Dear Mr. Lamp: At the request of Reuel Elton, I am pleased to outline below 
my experience with the Defense Minerals Administration (which is in effect the 
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NPA of the Department of Interior on mineral products) with respect to my 
participation on a Lime Industry Advisory Council meeting which was held late 
last month. 

Firstly, I would like to point out that when the above organization (DMA) 
was organized as a result of the Korean crisis, members of this group have been 
in touch with me constantly right up to the present time. In fact, an analyst 
who was assigned to handle certificates of necessity, etc., was literally educated 
by me on lime and our industry’s peculiarities. They relied on me for industry 
statistics and for the most part have been generally very sympathetic and 
cooperative with our industry. It was largely through my urging that they 
decided to form a Lime Industry Advisory Committee. When this decision was 
made, they called me over for advice on what principals could most properly 
represent our industry. Coincidentally, I served a short stretch as Government 
presiding officer on a Lime Industry Advisory Council at WPB during World War 
II. Quite logically, I recommended the former committee because of its past 
experience and the fact that it was representative and had served well. This 
recommendation was accepted, and J. J. Barr, Chief of the Nonmetallics Branch 
of the DMA, insisted that my name should also be added to the committee. 

I reluctantly accepted, and naturally felt that my name would be removed by 
Interior Department lawyers. However, I did feel that with such a strong rec- 
ommendation that I would be permitted to be an “observer” at the meeting. 

When approval of establishing this committee was given, Mr. Barr rather 
shamefacedly told me that he could not obtain approval of me as a member and 
that there was a strong possibility I would not even be permitted to “sit in.” 
Frankly, I resented the latter possibility and proceeded to interview a Mr. Clar- 
ence Koontz, duly appointed legal adviser of the lime committee. Mr. Koontz took 
the matter up with the top legal officers of the Bureau of Mines and Department 
of Commerce and their conclusion was that no trade-association man should be 
permitted to be an observer. Even he appeared to be rather apologetic about this 
and claimed that the decision was primarily caused by Department of Justice’s 
lawyers who had advised them verbally against permitting any trade-association 
people to sit in at these meetings. He readily acknowledged the fact that there 
was nothing written which would preclude a trade-association officer from being 
an observer. He also assured me that no exception would be made, and that 
I could consider the above as definite temporary policy. 

The above is the case history concerning myself. 

Yours very truly, 
NATIONAL LIME ASSOCIATION, 
RoBeErT S. Boynton, General Manager. 





COLLAPSIBLE TUBE MANUFACTURERS ASSOCIATION, 
New York 18, N. Y., May 14, 1951. 
W. W. Cortett, Esq., 
Wise, CorLett & CANFIELD, 
122 East Forty-second Street, New York 17, N. Y. 

DeaR Mr. Cortetr: One of the most confused and unfair situations has 
developed with regard to trade-association representatives and the officials of 
the National Production Administration. For instance, in December I was 
asked by a representative of the Containers and Packaging Division, NPA, to 
select a large user and a small user of tin from the membership of the collapsible- 
tube manufacturing industry. I selected A. W. Paull, Jr., and J. E. Turner, Jr., 
and was told to be on hand in Washington on Wednesday, December 13. Mr. 
Vogelsang, Chief of the Tin-Lead Branch, NPA, confirmed this invitation by 
letter, asking me to attend, as observer, a preliminary meeting on the tin 
situation, which was becoming precarious and would require the writing of 
restrictive measures similar to those employed in World War II. In talking 
with Mr. Vogelsang on the telephone, he advised me that things would be dif- 
ferent this time as far as trade-association men were concerned. 

I attended this meeting, which was represented by a dozen large users of tin, 
including U. 8S. Steel, together with three or four observers such as myself. 

This was followed by a meeting on January 3, requested by the Containers 
and Packing Division and the Tin-Lead Branch, where again I was invited 
as an observer, along with the industry advisory committee, which had been 
appointed by the NPA as I had suggested that they be appointed, namely, 100- 
percent representation of the collapsible-tube manufacturing industry in the 
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We have even curtailed attendance at such meetings by representatives of many) 
interested units within the National Production Authority. We have also 
declined requests to permit attendance of representatives from other Federal! 
agencies who were merely interested in the subject under discussion but who 
have no active part in the meetings. 

This general approach has been adopted because of space limitations and 
because large meetings are seldom useful or effective. If the meetings are 
opened to one group, they must necessarily be opened to others. There are no 
acceptable criteria for drawing a distinction among the many persons and groups 
who are interested in being present as observers. Furthermore, committee 
members feel free to discuss their problems frankly only when they are not 
surrounder by numerous observers who are not part of the committee’s delib 
erations. 

When we become more adequately staffed we will regularly prepare a complete 
summary of each meeting and will make it available to those who are interested 
in knowing what took place at the advisory committee meetings. Difficulty in 
recruiting trained personnel is the only factor that is temporarily postponing full 
development of this plan. 

I feel, as you do, that there is a very wide area for cooperation between trade 
associations and the National Production Authority. The paid executives of trade 
associations and other interested citizens can at any time arrange to meet with 
officials of the National Production Authority to discuss defense-production 
problems. Our officials are encouraged to seek the information, help, and advice 
which is available from organized nongovernmental groups and to learn the 
effects which our orders have on the industrial and business communities. In 
this way trade associations can be another major source of help and an impor- 
tant channel for informing their trade of our work and problems. I hope that 
this practical type of effective day-to-day cooperation between trade associations 
and the personnel of our divisions cannot only be continued but improved. 

Sincerely yours, 
MANLY FLEISCHMANN, Administrator. 


NEw York, N. Y., May 1, 1951. 
MANLY FLEISCHMANN, 


Administrator, National Production Authority, Washington, D. C.: 

Thanks for your answer my letter April 17 just received. It is evident you 
are unaware our industry advisory committee consists of representatives of 
all manufacturers of collapsible tubes in the United States and that you have 
written requests for my attendance from nonassociation members as well as 
members who know that I will not crowd them or the room, nor the NPA officials. 
Please accept or deny my attendance and send written answer to room 5855, 
Department of Commerce, before 2:30 tomorrow, Wednesday, so that I may 
attend scheduled meeting and help a precarious defense situation in which our 
skilled help may leave our essential industry before rated orders are received. 
Over half our business in World War II was on high priority. I ran the Tin 
Salvage Institute for our Government during the last war and as far as securit) 
goes I was on the Manhattan project. 

L. B. PLatt, 
Secretary, Collapsible Tube Manufacturers Association. 


WISE, CoRLETT & CANFIELD, 
New York 17, N. Y., May 2, 1951. 
GEORGE P, LAMs, Esq., 

Washington 5, D. C. 


DEAR GEORGE: Yesterday afternoon, after I had been bounced for the second 
time in 1 day, I wrote a longhand memorandum of my recollection of exactly 
what had transpired. This memorandum I have had transcribed this morning 
and am enclosing a copy for such use as you may care to make of it. 

As I told you yesterday on the phone, if there is any occasion for it, I will 
be glad to appear at any time as a witness to report on what transpired. I have 
asked the members of the committee to dictate in their own offices a memoran- 
dum of their own recollection of what transpired. I am sure that one or more 
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members of the committee would also be glad to testify as to what happened 
at any time you might wish. 
Sincerely, 
Bop CANFIELD. 


MEMORANDUM 


The members of the Advisory Committee for the Groundwood Paper Industry 
to OPS and NPA who were present at the Groundwood Paper Manufacturers 
Association meeting in Chicago on April 26 requested me, as their counsel, to 
attend the meetings of their committees to be held May 1 in Washington. 

On May 1 I went to the OPS committee meeting at 9:30 o’clock with the 
members of the committee, namely, P. A. Mahony, International Paper Co.; 
Robert Faegre, Minnesota & Ontario Paper Co.; Fred Mears, Great Northern 
Paper Co.; George Fay, Mead Corp.; and BE. J. Doonan, Gould Paper Co. 

Mr. Damtoft, Deputy Director of the Forest Products Division, opened the 
meeting briefly. He then asked Mr. Carlton Diskin, counsel, to state the rules 
under which advisory committee operate. Mr. Diskin stated the substance of 
P. R. 2, including the specific statement that neither advisory committees, nor 
members of them, could have counsel present. He stated that OPS had been 
advised by the Department of Justice that so long as meetings were held within 
the rules set out in P. R. 2, all members had complete immunity from antitrust 
problems and that there was no conceivable reason for wanting their own counsel 
present. 

Mr. Damtoft then stated that he thought the statement of the rules was per- 
fectly clear and asked anyone present “illegally” to leave the meeting. I stated 
that my presence there was contrary to the rules as stated by Mr. Diskin, but that 
I certainly did not think it was illegal, since I was present as counsel by request 
of the individuals on the committee. 

Members of the committee stated, in effect, that they still desired to have 
counsel, notwithstanding the rules. Mr. Diskin said that, if they insisted, he 
had no alternative other than to adjourn the meeting, either permanently or 
pending discussion of the problem with others, specifically Mrs. Gilbert. He also 
stated that insistence upon attendance of counsel would be very embarrassing to 
everyone concerned. 

Mr. Mahony stated that there was no desire to embarrass anyone; he assumed 
that Mrs. Gilbert could not change the rules offhand. Therefore, he sugzested that 
I leave so that the meeting could proceed, with the understanding that the matter 
would be taken up by his superiors with the Department of Justice or other 
appropriate persons. 

Mr. Diskin welcomed this approach and said that he and the whole Forest 
Products Division staff were agreed that the rules set forth in P. R. 2 hindered 
them severely in their work and that they would welcome an amendment in the 
rules so as to permit operation of advisory committees as they operated under 
P. R. 15 issued by OPA. 

T then left the meeting. 

The members of the committee, who are also members of the NPA advisory 
committee, and I met for lunch. At that time they specifically requested that 
I attend with them the NPA advisory committee meeting. Mr. Lyman Beeman, 
an additional member of the committee for NPA, had previously made the same 
suggestion. We went to the meeting at the Commerce Department Building at 
about 8 o'clock. There were 20 to 30 persons, presumably Government em- 
ployees, present and the 6 members of the advisory committee. <A girl at the 
door had a list and was checking names on it as people entered. I told the 
girl that I wasn’t on her list, but was there as individual counsel for members 
of the committee at their request. She repeated that statement to a lawyer 
who was present who called Mr. Nathaniel Rafler who, I believe, is from the 
Office of Industry Advisory Committees. Mr. Rafler stated the rules to me, 
namely, that committee members were not permitted to have counsel. I told 
him that I was aware of that, as were all members of the committee, but that 
I had been asked by the members of the committee to attend as their counsel. 
He told me that regardless of what the members wished, I could not come in 
the room. I requested him to talk to my clients, but he refused, saying: “They 
don’t write the rules, we do, get out.” I told Mr. Rafler that I would not leave 
except when told to do so by my clients. 
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Mr. Rafler then announced that he would not open the meeting at all, even 
to state the rules under which committees operate, until I had left, except to 
state the rule that counsel could not be present. He stated that the rules were 
absolute ; there was no need for counsel; everyone was protected from antitrus! 
troubles so long as they complied with the rules and that NPA would not permit 
anyone, except those whom they wished to invite, to attend advisory committe 
meetings. He stated that those who would be invited outside of the members 
of the advisory committee would be other Government officials, people who had 
something constructive to offer. 

Mr. Mahony asked: “Suppose that my superiors think that I do need counse! 
regardless of the opinion that has just been expressed about the need of counse!.’ 
Mr. Rafler answered: “Then I suggest that you resign from the committee.” 

Mr. Fay then stated his opinion that it was highly desirable for members of 
the committee to consult with counsel. Mr. Rafler replied that if they wanted 
to consult with counsel before or after meetings, there was nothing he could 
do to prevent it, but that they could not have counsel present at meetings. Mr. 
Mahony asked to have the matter of exclusion of counsel from the meeting put 
on the record. Mr. Rafler again refused to open the meeting, or to poll the 
members, but told the stenographer to record the fact that counsel for members 
of the committee had been refused permission to attend the meeting. 

I then left. 

Rosert FE. CANFIELD. 

May 2, 1951. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, D. C., February 2, 1951. 
Mr. Lowe tt D. RYAN, 
Managing Director, Malleable Founders’ Society, 
Union Commerce Building, Cleveland 14, Ohio. 


Dear Mr. Ryan: Your letter of January 15 to Mr. William H. Harrison has 
just been brought to my attention. I am replying to it since Mr. Harrison has 
assumed his new duties as Administrator of the Defense Production Administra 
tion. 

Attendance at industry advisory committee meetings is generally confined 
to members of the committees and to qualified representatives of other Fed 
eral agencies who have a part to play in committee meetings or an active 
contribution to make to the committee sessions. We have even curtailed attend 
ance at such meeting by representatives of many interested units within the 
National Production Authority. We have also declined requests to permit 
attendance of representatives from other Federal agencies who were merel) 
interested in the subject under discussion but who have no active part in the 
meetings. 

This general approach has been adopted because of space limitations and 
because large meetings are seldom useful or effective. If the meetings are 
opened to one group, they must necessarily be opened to others. There are 
no acceptable criteria for drawing a distinction among the many persons and 
groups who are interested in being present as observers. Furthermore, com 
mittee members feel free to discuss their problems frankly only when the) 
are not surrounded by numerous observers who are not part of the com 
mittee’s deliberations. 

Within the next few weeks we will regularly prepare a complete sum- 
mary of each meeting and will make it available to those who are interested 
in knowing what took place at advisory committee meetings. Difficulty in 
recruiting trained personnel is the only factor that is temporarily postponing 
this development. 

There is a very wide area for cooperation between trade associations and 
the National Production Authority. The paid executives of trade associa- 
tions and other interested citizens can at any time arrange to meet with offi 
cials of the National Production Authority to discuss defense production prob 
lems. Our officials are encouraged to seek the information, help, and advice 
which is available from organized nongovernmental groups to learn the effect 
which our orders have on the industrial and business communities. In this 
way, trade associations can be one of our major sources of help and an important 
channel for informing their trade of our work and problems. I hope that this 
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type of effective day-to-day cooperation between trade associations and the 
personnel in our divisions can not only be continued but improved. 
Sincerely yours, 
MANLY FLEISCHMANN, 
Acting Administrator. 


Aprin 2, 1951. 
Mr. MANLY FLEISCHMANN, 
Administrator, National Production Authority, 
Washington 25, D. C. 


Dear Mr. FLEISCHMANN: I am told that the current NPA custom of barring 
trade association executives from industry advisory committee meetings is a 
matter not of legality but of policy. 

I am told that during World War II certain trade association executives 
admitted to industry advisory committee meetings were found objectionable in 
their behavior. 

If this is a setting forth of fact, and I do not question it, then the easy way 
out is the disbarment of trade association executives from attendance at indus- 
try advisory committee meetings. But is it just to the trade-association men, 
to the industries they serve, to the Government? 

Would you like to have the legal fraternity judged or ruled against on the 
basis of the actions of some of their more unethical members? Why, Mr. Fleisch- 
mann, not even all skunks are alike. As a kid a much loved pet of mine was a 
well-behaved skunk. Just as it is with some lawyers and some trade association 
executives, that skunk had been trained. 

Let’s keep out blind discrimination wherever we can in this country. 

Make it tough to qualify; I am all for that. Ask the industry represented, 
members and nonmembers of the trade association, if they wish to have the 
trade association executive present at their meetings; ask the NPA chairman 
of the meeting and the head of the industry section or division concerned of 
their wishes. And then, having met those qualifications, have it understood that 
the trade association executive attends as an observer only and limit his partici- 
pation to the answering of questions and only when directed to him. 

Is all of the above too much trouble? Not, I believe, if you are interested 
in justice, and I think you are. 

Sincerely, 
H. Ferris WHITE, 
Executive Vice President. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, April 13, 1951. 
Mr. H. Ferris WHITE, 
Paeecutive Vice President, Can Manufacturers Institute, Inc., 
Shoreham Building, Washington 5, D. C. 

Dear Mr. WHITE: I appreciate having your letter of April 2 regarding trade 
association executives and industry advisory committee meetings. 

Attendance at industry advisory committee meetings is confined to members 
of the committees and to qualified representatives of other Federal agencies 
who have a part to play in committee meetings or an active contribution to make 
to the committee sessions. We have even curtailed attendance at such meetings 
by representatives of many interested units within the National Production 
Authority. We have also declined requests to permit attendance of representa- 
tives from other Federal agencies who are merely interested in the subject 
under discussion but who have no active part in the meetings. 

This general approach has been adopted because of space limitations and 
because large meetings are seldom useful or effective. Furthermore, committee 
members feel free to discuss their problems frankly only when they are not 
surrounded by numerous observers. 

If industry advisory committee meetings are opened to one group, they must 
necessarily be opened to others. There are no acceptable criteria for drawing 
a distinction among the many persons and groups who are interested in being 
present as observers. The relationship of the National Production Authority 
to its industry advisory committees and to trade associations is different than 
that of a court to members of the bar. I do not believe that it would be aecepta- 
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ble to trade associations generally if the National Production Authority were 
to set itself up as an agency that would prescribe and enforce trade association 
ethics or qualify or disqualify specific associations or their paid executives in 
dealing with the Authority. Even if such an action were acceptable to the 
associations, I cannot see how the Authority can qualify for such a task or why 
it should assume such a responsibility. Decisions regarding attendance at 
industry advisory committee meetings must necessarily be made by qualified 
officiafs of the National Production Authority and cannot be delegated to any 
group including an industry advisory committee. 

There is, nevertheless, a wide area for cooperation between trade associations 
and the National Production Authority. The paid executives of trade associa- 
tions and other interested citizens can at any time arrange to meet with officials 
of the National Production Authority to discuss defense production problems. 
Our officials are encouraged to seek the information, help, and advice which is 
available from organized nongovernmental groups to learn the effect which our 
orders have on the industrial and business communities. In this way, trade 
associations can be one of our major sources of help and an important channe! 
for informing their trade of our work and problems. I hope that this type of 
effective day-to-day cooperation between trade associations and the personne! 
in our divisions cannot only be continued but improved. 

Sincerely yours, 
MANLY FLEISCHMANN, 
Administrator. 


Haroip LEVENTHAL, Esq., 
Chief Counsel, Office of Price Stabilization, 
Washington 25, D. C. 
(Attention: Mr. Warren Harris. ) 

DeaR Mr. LEVENTHAL: On March 13 you were kind enough to confer with a 
subcommittee of the American Bar Association’s committee on trade associations 
composed of Messrs. Corlett, Smethurst, and myself. First, let me express my 
appreciation to you for the generous amount of time which you gave us to discuss 
the problem of the reiationship of the trade association executive and counsel to 
the Industry Advisory Committee of the Office of Price Stabilization. 

At the time of our conference, we asked that you take under advisement the 
desirability of amending your procedural regulation No. 2 to permit the trade 
association secretary to act as secretary of the industry advisory committee, or 
to be present as an observer at industry advisory committee meetings; two, 
that industry advisory committees be permitted to accept voluntary contributions 
to help defray their expenses; and, three, that industry advisory committees be 
permitted to employ their own counsel. 

Since it has been over 2 weeks since our conference, I have been asked by 
members of our committee to determine whether or not your agency has been 
able to arrive at any conclusions with respect to these matters. We will be very 
pleased to receive your early reply. 

With best wishes. 

Sincerely yours, 
FEORGE P. LAMr. 


ECONOMIC STABILIZATION AGENCY, 
Washington, April 8, 1951. 
Gerorce P. LAMps, Esq., 
Shoreham Building, Washington, D. C. 

Drar Mr. LAMs: It was indeed a pleasure to have conferred with you as chair- 
man of the trade association committee of the American Bar Association, in 
company with Messrs. Corlett and Smethurst, in regard to the functioning of 
industry advisory committees appointed under the Defense Production Act of 1950 

In your communication of March 30, you specifically inquire whether a trade 
association secretary may be permitted to act as a secretary of industry advisory 
committees. You also inquire whether industry advisory committees may accept 
voluntary contributions to defray their expenses and also be permitted to employ 
their own counsel. 

This office has been advised by the Department of Justice that it would be 
considered improper practice for industry advisory committees to have their 
agenda prepared and meetings called by industry rather than by the governmental 
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agency concerned. Therefore, this office does not believe that price procedural 
regulation No. 2 should be amended to allow secretaries of trade associations to 
become eligible for committee membership and to act as secretaries of industry 
advisory committees. ns 

Since industry advisory committees are intended to be purely advisory, and 
do not receive any, compensation from the Government, it is not consicered 
advisable that they receive contributions from industry or be permitted to employ 
their own counsel. 

If your committee has further questions in this regard, please do not hesitate 
to communicate with me or Mr. Harris of my staff. 

Best wishes. 

Sincerely yours, 
Harotp LEVENTHAL, 
Chief Counsel, Office of Price Stabilization. 


APRIL 6, 1951. 
Mr. JouHN HOLLANDS, 
General Counsel, National Production Authority, 
Department of Commerce, Washington, D. C. 

DeaR Mr. HOLLANDS: On March 13 you were kind enough to give a subcom- 
mittee of the American Bar Association’s committee on trade associations a 
generous amount of your time to discuss the relationship of the trade association, 
its chief executive and counsel to the operation of industry advisory committees 
formed by the National Production Authority. 

Our committee wishes to extend to you our appreciation for your sympathetic 
considerat#on of this problem. At that time you stated that you would further 
study the matter and would advise us as to whatever action might be taken by 
your agency. As you recall, it was pointed out that consideration should be given 
to allowing trade association executives to act as secretary of the committees, 
to the voluntary subscription of funds and to the employment of counsel. We 
stressed as a minimum that the trade association executive be permitted to 
attend industry advisory committee meetings on invitation of the commodity 
chief or on the approval of the members of the industry advisory committee, and 
that the committee be permitted to employ its own counsel to assist in making 
recommendations to the National Production Authority if it saw fit to do so. 

We are paricularly interested in learning what you have been able to decide 
with regard to this matter since our visit, since we are quite anxious to find a 
solution to this most difficult problem. 

Your continued cooperation is appreciated. 

Very truly yours, 
GEORGE P. LAMB. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, D. C., April 12, 1951. 
GEORGE P. LAs, Esq., 
Shoreham Building, Washington 5, D. C. 

DeEAR Mr. Lamp: This is to acknowledge receipt of your letter of April 6 with 
reference to our conference on March 13. 

A revision of General Program Order No. 6 is now under consideration, involv- 
ing a number of questions, including those discussed in our conference. I have 
postponed writing to you because, until this revision is complete, I am not in a 
position to give you definite advice. 

Very truly yours, 
JOHN H. HoLianps, 
General Counsel. 


Senator SparkMAN. We will now hear from Senator O'Mahoney. 


STATEMENT OF JOSEPH C. O’MAHONEY, A UNITED STATES 
SENATOR FROM THE STATE OF WYOMING 


Senator O’Manoney. Mr. Chairman, I shall try to be as brief as 
possible, and I really mean that. I have in my hand a pamphlet pub- 
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lished by the Industrial Conference Board with which I suppose all 
oe ers of this committee are familiar. It is an organization of the 

leading corporations of America. The National Industrial Confer- 
ence Board, Inc., is its complete title, and it endeavors to analyze the 
economics for its members. On page 20 of this volume which has 
just been published, I find this statement : 


INFLATION IN THREE WARS 

Our inflation problem this time is far more acute than in the previous war or 
emergency. This is because our price level was already inflated when the new 
prices were put out. When the defense crisis began last summer prices in gen- 
eral were nearing an all-time high 
and so it goes. 

On the opposite page, there appear two charts entitled “Inflation in 
Three Wars.” These charts give the picture first with respect to 
wholesale prices, and second with respect to consumer prices. 

It is notable from an examination of these charts that inflation both 
with respect to wholesale prices and with respect to consumer prices 
is far worse now than it was in either World War I or World War II. 
The graphs on these charts are comparative so that it is possible to 
read what hi appened in each of these war emergencies. Inflation in 
World War I rose from approximately an index of 119 itt 1917 to 
140 in 1918, and then after the war, after a short decline, the infla- 
tionary pressures drew wholesale prices up to about 163. 

In World War II, however, beginning in 1943, the wholesale price 
index was somewhat less than 100. In 1945, when the shooting 
stopped, prices of the index had risen only to about 110. With respect 
to the Korean War, however, the index started at about 156 and in 
1951, at the beginning, it had risen to more than 181. 

Now, the moral of ‘this chart is perfectly simple. We had no con- 
trols of any kind in World War I. We had controls in World War 
II. We began the Korean War without controls and with a high 
degree of inflation. The Congress passed the Defense Production 
Act in September or October, but despite that controls were not put 
on and prices began still to rise. 

I think the moral is clear that controls are nec essary if you want to 
stop inflation, because when we had controls we kept prices down; 
when we did not have controls, prices got out of hand. 

The testimony before the Appropriations Committee, and I happen 
to be chairman of a subcommittee having to do with the defense ap- 
propriations, indicates clearly that inflationary prices are reducing 
by an appalling rate the amount of equipment we can buy with an 
equal number of dollars. The Navy Department in response to an 
inquiry of mine told the committee, and it is pablished in our report, 
that inflation since pre-Korea has in effect knocked 2,500 air fighters 
out of the sky. It has prevented the purchase of 60 submarines. In 
other words, the cost of the military equipment which we are going to 
buy will get completely out of hand unless we have controls. 

I make this preliminary statement because I want to draw the at- 
tention of this committee to the distinction between agricultural prices 
and industrial prices. Particularly I want to speak very soaaieaily 
about the meat problem. 

Let me say, Mr. Chairman, that despite the headlines one reads in 
the newspapers and some of the cartoons which are published in some 
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of our metropolitan press, the livestock man is not lacking in patriot- 
ism. I know residents in urban areas may find it difficult to under- 
stand why it is that the livestock industry says that price controls 
will not work with respect to meat. I test ify here as one who has gone 
through the experience in World War II. We aan that price con- 
trols did not work in World War II. The best economists that I know 
of said that it is impossible to place controls upon meat, certainly by 
the method that is now being used, of roll-backs. Yet there is not 
any doubt about it that the ‘housewife does need control of prices, 
if the housewife is going to purchase these commodities. My theme 
here is that the interests of the meat consumer, and of the meat pro- 
ducer are practically identical. 

I want to tell you as clearly as I can that all those price controls 
will keep the cost of ammunition and guns and airplanes down and we 
must use price control for that fact; the production of meat is utterly 
different. 

Senator Bricker. Up to the present time, Senator, and they are 
just now starting on a program to control prices in defense pro- 
curement. Procurement for the Army, Navy, Air Force, and Marine 
Corps has been outside price controls even though they were imposed 
several months ago. 

Senator O’Manonry. That is right. 

Senator Bricker. I am not criticising. 

Senator O’Manonry. I[ understand. Procurement said we have to 
get the stuff. 

Senator Bricker. They have not had price control on the military 
procurement. 

Senator O’Mauoney. That is right. They are undertaking to pre- 
vent this thing from getting out of hand, because, if they do not, it 
is going to be a serious thing for us all. 

I want to point out, however, that agriculture and industry are as 
different as day and night. Agriculture for the most part is owned 
and operated by the individuals who carry it on, while industry for 
ee most part is owned by corporate organizations and is operated not 
by the owners but by managers. The stockman sells in a free market 
for the price he can get. The industrialist sells in a man: aged market 
for the price that he fixes. Livestock is sold in the market by thous- 
ands of producers. The principal industrial commodities are sold 
by a handful of corporate producers who can easily agree among 
themselves on the price that they want. Prise leadership in the 
corporate field is recognized by everybody who observes the business 
of producing and selling industrial commodities. 

Senator Bricker. You say price leadership ? 

Senator O’Manonry. Yes. Obviously it is much easier for the 
Government to control prices in the industrial field where a few man- 
ufacturers are already in charge than it is to control prices where there 
are thousands of sellers. You can make a regulation that will fit a 
few manufacturing producers, but not a regulation that will fit several 
thousand stockmen and farmers. 

Then there is another difference between the livestock industry and 
any manufacturing industry. Automobiles, for example, are all made 
to standard specifications. Wherever you are in the country, a Ford, 
a Chevrolet, a Chrysler, or a Cadillac is always exactly the same car. 
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When you name the model, you know precisely what you are getting. 
But what about a cow or a steer or a lamb? There are no standard 
specifications for a meat animal. Moreover, it takes several years to 
produce a meat animal. But an automobile, once the specifications 
are determined, is stamped out like a doughnut on a kitchen table. 
That is why OPA was unable to fix the price of live animals. 

Throughout the life of OPA it never attempted to fix prices on 
live animals. That is why OPS has likewise been unable to fix prices 
on live animals. Price control on meat, therefore, fails at the very 
first test. 

There is no possible way even to begin to fix prices on meat animals 
until after the slaughter. The attempt to fix the price of beef by con- 
trolling the monthly expenditure of the packer for live animals is 
obviously bound to be a failure. It failed in World War II. It will 
fail now. 

Another reason why price controls do not work with meat is be- 
cause it has never been possible to adjust them to supply. ‘The amount 
of meat to be produced depends upon the manner in which the ani- 
mals are fed, the kind of feed, and the period of feeding. Very few 
consumers know the difference between grass-fed and corn-fed cattle, 
for example. They do not stop to think that a meat animal is not 
produced by a piece of machinery. They do not stop to think that 
by shortening the time of feeding in a feeding lot or by reducing the 
number of light cattle or calves going into the feed lots to be fattened 
we are bound to reduce the amount of meat to be produced for the 
consumer’s table. 

Senator Bricker. The consumer might not know the cause of it, 
but he can tell the difference in price. 

Senator O’Manonry. Yes, indeed. That is why I think it is 
essential for this committee and for the price stabilization agency to 
get together somewhere upon this. ‘The consumer does not know the 
price. But at the same time the raising of meat animals, like the 
raising of agricultural crops in general, is often a very speculative 
business. A great drought comes, a great snowstorm comes, and 
cattle die by the hundreds. The OPS rolls back the price of meat, 
rolls back the sales 10 percent, 414 percent, 414 percent. 

Now, the feeder who operates on live animals by buying corn to 
feed a light cow or a light calf has to feel certain that between the 
time he buys that cow or calf to feed it, and the time he has fattened 
it and added perhaps 200 to 400 pounds to the animal, he is going to 
be able to sell it at a price that will make him whole. 

The actual fact is that when you roll back the price in that manner, 
the result is bound to be that unfinished cattle will be rushed to mar- 
ket. They will be sold before they have reached their full weight and 
because they are thus sold, before reaching their full weight, the sup- 
ply of meat is necessarily curtailed. Then again there is the point 
in feeding these animals; the feeder has to speculate with respect to 
the supply of grain. Drought, climate, all sorts of weather conditions, 
demands from other sources, change the supply of grain and thereby 
make it more difficult. 

Senator SparkMAN. May I ask you a question at that point? 

Senator O’Manonry. Surely. 

Senator Sparkman. If there is anything I do not understand it is 
meat. I think I can talk with you pretty intelligently on cotton, but 
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I cannot on meat. What I have never been able to understand is this: 
Why does that man hurry his unfinished cattle to the market? Do 
you assume that the price that is fixed is less than enough to allow 
them a profit on finishing it ¢ 

Senator O’Manonry. It seems to me to be perfectly clear. Let us 
say on September 1 the price is rolled back 414 percent. What is the 
feeder going to do normally? He is going to sell the cattle before the 

ist of October. 

Senator SparKMAN. I understand getting in under the wire. But 
I am talking about after it is put into effect. After the roll-back and 
the price is fixed, then why do we assume that the cattle will come to 
the market before they are ready ? 

Senator O’Manonery. The basic fact, of course, has to do with the 
inability to fix prices on live animals. The way this rule is worked is 
that the packer is required to spend not more than X amount during 
a particular period, say a month. That is measured by what was 
done before. That obviously does not control the amount of animals 
that he is going to get. It merely controls the expenditure that he 
makes. 

Senator Bricker. There is also a constant pressure, as I see it, to 
bypass the feed lot and go directly to market, either the legitimate 
market or the black market. 

Senator O’Manoney. Of course, you are quite right about that. 

Senator Bricker. And it lessens the quality and the amount. 

Senator O’Manoney. That is right. Of course, in the feed lot— 
I do not think it is understood generally the very best cuts of beef are 
raised. When you bypass the feed lot, you reduce not only the quan- 
tity but the quality of the meat. 

Senator Carenarr. Under controls of the live animal, the price 
for the grass-fed animal will be about the same as the corn-fed. 
Therefore there is no incentive for the feeder to put a lot of corn 
expense in the cattle. As you have controls you bring the price of 
the grass-fed or the poor grade closer to the choice, and there is no 
incentive to feed. 

Senator O’Manonry. Yes. But trying to answer Senator Spark- 
man’s question, theoretically you would assume that once you get over 
this intermediate period while the roll-back is taking place, then the 
system would work with some order and reason, and it would continue 
to deliver, but that overlooks the fact that it takes from 2 to 3 years 
to grow these animals. The feeder, not knowing what the future is 
going to be, is at this very moment not buying the light cows and 
animals and calves that he was buying before. At the same time 
nothing is done about the costs which enter into the production of 
the animals. I have been checking with the people in my State. I 
get a lot of evidence about it. For example, a tractor which in 1941 
cost $900 now costs about $2,775. That is true with respect to almost 
all the implements that are used on the farm or on the ranch. The 
roll-back takes no consideration of those increasing costs. So you put 
the livestock man in a freeze. Producers and feeders, as I wrote it 
down here, are curtailing operations because of the roll-backs, and 
because of the uncertainty of the future. 

This is in no sense a refusal to produce merely because the price 
has been and will be rolled back but because the costs of the livestock 
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man have not been cut back at the same time. All the costs of pro. 
duction have gone up. Ranchers tell me that the cost of pasture, fo: 
example, has doubled since last year, that labor is more difficult to 
obtain, and that the cost of ranch equipment has not been reduced. 
but on the other hand has become more difficult to obtain. 

Senator Bricker. You mentioned the cost to the ranchers. You 
mean the cost of the land itself or the lease rent ? 

Senator O’Manonry. The cost of pasture. I meant the lease rent. 
It is not surprising, therefore, that the initiative with respect to this 
order did not come from the Department of Agriculture. 

Senator Bricker. The Secretary admitted it would ultimately 
reduce the beef population of the country. 

Senator O’Manonery. Yes, of course; he had to. 

Senator Carenarr. Senator, do you recommend that we take 
controls completely off live animals? 

Senator O’Manoney. I recommend that the first thing you should 
do would be to see if we cannot cancel the two roll-backs that are 
coming in the future until by conference we work out some adjust- 
able plan. 

Senator Carenart. In other words, that they cancel the two roll- 
backs that are coming? 

Senator O’Mauoney. Yes, sir. 

Senator Carruarr. Would you recommend that there be no con- 
trol over live animals? 

Senator O’Manonry. They cannot do it. They do not pretend to. 

Senator Bricker. Explain to me why they cannot do it. It seems 
to me if you are ultimately going to regulate the price of beef, you 
have to take it at the source. Explain why you cannot regulate the 
price of live animals. 

Senator O’Manoney. All right. I was talking to a newspaperman 
the other day. I was out in the pressroom, you know. He was bothered 
about this because like all consumers he wants a low price for meat. 
I said to him, when a Senator looks up from the floor at the Gallery, or 
when a member of the Press Gallery looks down upon the floor of 
the Senate, it is altogether impossible for either one of them to judge 
the amount of meat that is on the carcasses on the Gallery or the 
Senate floor. I donot know. That is the problem. That is all there 
is to it. Then there is the fact which I mentioned at the beginning 
that there are too many people who are selling. It is so different from 
the situation in industry where you can talk with the trade-association 
representatives, and, as a result of that, the whole trade will follow the 
leadership. But that cannot be done with respect to the operation of 
farmers and livestock men. 

Senator Bricker. You were talking about the roll-back. There is 
one other aspect of this order that I have not been able to quite com- 
prehend, and that is a quota allocation for the slaughter of 80 percent 
of the 1950 slaughter. We have more beef animals at the present 
time properly fed and processed than we have ever had, and people 
want meat. What is the logic of limiting the slaughter to 80 pereent 
of the 1950 slaughtering amounts ? 

Senator O’Manoney. I have been unable to understand it. I think 
both under OPA and under OPS an effort is being made to do a job 
which is practically impossible without a common understanding 
among all the people concerned. 
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Now, in the first place, the thing that is not understood generally is 
the gravity of the situation in which we find ourselves. The gravity 
of this inflation problem, the threat to our economy. Mr. W ilson, head 
of the Office of War Mobilization or whatever it is called, in his report 
of April 1 said that the program would be to divert 20 percent of the 
national income to defense. Well, we are going to get above that. 
But 20 percent or 25 percent does not seem to be a great deal at the 
outset. But what is not understood is that when you divert workers 
from productive industry and put them into the ‘produc tion of ma- 
chines that are being built for destructive purposes, you increase pur- 
chasing power at the very time that you are decreasing the production 
of things to be consumed, the civilian commodity. 

There are three and a half million men now in the Army, or about 
to be in the Army. Those men have to be taken out of productive 
enterprise for the most part, where they were making things or 
growing things to go on the market. They go into the Army where 
they are not produci ing anything to supply ‘the consumer demand, but 
they are receiving an income of various kinds. The Government is 
spending large sums to clothe, to feed, and to equip them. So the 
demand on the economy rises with defense, the purchasing power 
rises with defense, and the production is lower. That is not generally 
understood. We must have price controls. We must have wage con- 
trols or the thing will get out of hand. If it gets out of hand, then 
we all lose. It has seemed to me from the ver y beginning that because 
of the fact that we are going not into an all-out war, but into an era 
which may take years to handle—former President Hoover, for ex- 
ample, spoke about preparedness behind our own oceans, expenditures 
for defense—it would be then exactly the same thing. I cite it only 
to illustrate the fact that the condition of producing commodities 
which are not going into the civilian market creates the basic cause. I 
have urged from the very beginning that what is needed in this 
country is to have a gathering of people from all over the United 
States in all industries where these basic matters can be discussed free 
from emotion, and free from animosity, so the understanding of what 
we are up against can be broadcast throughout the country so we can 
get cooperation. We are not getting cooperation now because too 
many people think some money is to he made out of defense. It will 

not be made out of defense, because we are going to have an economic 

crack- ‘up, as the Russians hope, or we are going to get together as 
Americans, put our shoulders to the wheel as s the old phrase goes, and 
do the job ourselves. 

Mr. Chairman, I did not intend to take so much time, I am not 
going to read these extracts from Mr. Brannan’s testimony. I will 
ask that they be put in the record. 

Senator SparKMAN. It will be printed in the record. 

(The document referred to follows :) 


Thus, the livestock producer has been put in the squeezer. It is not surprising 
that the initiative in devising the roll-back did not come from the Department of 
Agriculture, or that Secretary Brannan, in his statement of May 17, said: 

“We must bear in mind the fact that numbers [fof animals] are increase at 
the expense of holding current slaughter below the current calf crop and, in 
general, below the current rate of liveweight cattle production. Hence, it may 
turn out that we will sl vughter somewhat more beef over the next year or two, 


and somewhat less 3 to 5 years mene, than we would have without the recent 
price order.’ 
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man have not been cut back at the same time. All the costs of pro 
duction have gone up. Ranchers tell me that the cost of pasture, for 
example, has doubled since last year, that labor is more difficult to 
obtain, and that the cost of ranch equipment has not been reduced. 
but on the other hand has become more difficult to obtain. 

Senator Bricker. You mentioned the cost to the ranchers. You 
mean the cost of the land itself or the lease rent ? 

Senator O’Manonry. The cost of pasture. I meant the lease rent. 
It is not surprising, therefore, that the initiative with respect to this 
order did not come from the Department of Agriculture. 

Senator Bricker. The Secretary admitted it would ultimately 
reduce the beef population of the country. 

Senator O’Manoney. Yes, of course; he had to. 

Senator Caprenarr. Senator, do you recommend that we take 
controls completely off live animals? 

Senator O’Manoney. I recommend that the first thing you should 
do would be to see if we cannot cancel the two roll-backs that are 
coming in the future until by conference we work out some adjust- 
able plan. 

Senator Carenart. In other words, that they cancel the two roll- 
backs that are coming? 

Senator O’Manoney. Yes, sir. 

Senator Carruarr. Would you recommend that there be no con- 
trol over live animals? 

Senator O’Manonry. They cannot do it. They do not pretend to. 

Senator Bricker. Explain to me why they cannot do it. It seems 
to me if you are ultimately going to regulate the price of beef, you 
have to take it at the source. Explain why you cannot regulate the 
price of live animals. 

Senator O’Manoney. All right. I was talking to a newspaperman 
the other day. I was out in the } pressroom, you know. He was bothered 
about this because like all consumers he wants a low price for meat. 
I said to him, when a Senator looks up from the floor at the Gallery, or 
when a member of the Press Gallery looks down upon the floor of 
the Senate, it is altogether impossible for either one of them to judge 
the amount of meat that is on the carcasses on the Gallery or the 
Senate floor. I do not know. That is the problem. That is all there 
is to it. Then there is the fact which I mentioned at the beginning 
that there are too many people who are selling. It is so different from 
the situation in industry where you can talk with the trade-association 
representatives, and, as a result of that, the whole trade will follow the 
leadership. But that cannot be done with respect to the operation of 
farmers and livestock men. 

Senator Bricker. You were talking about the roll-back. There is 
one other aspect of this order that I have not been able to quite com- 
prehend, and that is a quota allocation for the slaughter of 80 percent 
of the 1950 slaughter. We have more beef animals at the present 
time properly fed and processed than we have ever had, and people 
want meat. What is the logic of limiting the slaughter to 80 pereent 
of the 1950 slaughtering amounts ? 

Senator O’Manoney. I have been unable to understand it. I think 
both under OPA and under OPS an effort is being made to do a job 
which is practically impossible without a common understanding 
among all the people concerned. 
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Now, in the first place, the thing that is not understood generally is 
the gravity of the situation in which we find ourselves. The gravity 
of this inflation problem, the threat to our economy. Mr. W ilson, head 
of the Office of War Mobilization or whatever it is called, in his report 
of April 1 said that the program would be to divert 20 percent of the 
national income to defense. Well, we are going to get above that. 
But 20 percent or 25 percent does not seem to be a great deal at the 
outset. But what is not understood is that when you divert workers 
from productive industry and put them into the ‘production of ma- 
chines that are being built for destructive pur poses, you increase pur- 
chasing power at the very time that you are decreasing the production 
of things to be consumed, the civilian commodity. 

There are three and a half million men now in the Army, or about 
to be in the Army. Those men have to be taken out of productive 
enterprise for the most part, where they were making things or 
growing things to go on the market. They go into the Army where 
they are not producing anything to supply ‘the consumer demand, but 
they are receiving an income of various kinds. The Government is 
spending large sums to clothe, to feed, and to equip them. So the 
demand on the economy rises with defense, the purchasing power 
rises with defense, and the production is lower. That is not generally 
understood. We must have price controls. We must have wage con- 
trols or the thing will get out of hand. If it gets out of hand, then 
we all lose. It has seemed to me from the very beginning that because 
of the fact that we are going not into an all-out war, but into an era 
which may take years to handle—former President Hoover, for ex- 
ample, spoke about preparedness behind our own oceans, expenditures 
for defense—it would be then exactly the same thing. I cite it only 
to illustrate the fact that the condition of producing commodities 
which are not going into the civilian market creates the basic cause. I 
have urged from the very beginning that what is needed in this 
country is to have a gi athering of people from all over the United 
States in all industries where these basic matters can be discussed free 
from emotion, and free from animosity, so the understanding of what 
we are up against can be broadcast throughout the country so we can 
get cooperation. We are not getting cooperation now because too 
many people think some money is to be made out of defense. It will 
not be made out of defense, because we are going to have an economic 
crack-up, as the Russians hope, or we are going to get together as 
Americans, put our shoulders to the wheel as s the old phrase goes, and 
do the job ares 

Mr. Chairman, I did not intend to take so much time, I am not 
going to read these extracts from Mr. Brannan’s testimony. I will 
ask that they be put in the record. 

Senator SparKMAN. It will be printed in the record. 

(The document referred to follows :) 

Thus, the livestock producer has been put in the squeezer. It is not surprising 
that the initiative in devising the roll-back did not come from the Department of 
Agriculture, or that Secretary Brannan, in his statement of May 17, said: 

“We must bear in mind the fact that numbers [of animals] are increase at 
the expense of holding current slaughter below the current calf crop and, in 
general, below the current rate of liveweight cattle production. Hence, it may 
turn out that we will slaughter somewhat more beef over the next year or two, 


and somewhat less 3 to 5 years — e, than we would have without the recent 
price order.’ 
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Thus, the Secretary was saying politely that cattle numbers would be reduced 
by the order. 

This, of course, is contrary to the need of all the population. The number of 
beef cattle has increased with the increase of the number of people employed. 
Leef cattle and calves numbered 41 million in 1948, 43 million in 1950, and 46.5 
million in 1951. Secretary Brannan put the case succintly, saying: 

“Beef has long been a preferred meat among American consumers. Pork 
consumption is little higher among high-income families than among those with 
moderate incomes, although high-income families use more of the relatively 
expensive cuts. Beef consumption increases very rapidly with family income and 
demand for the more expensive cuts rises still faster. * * * With employ- 
ment and [defense] production expanding, consumer incomes at the end of 1951 
will likely be several percent higher than they were when the January freeze was 
placed upon meat prices.’ 

The worker is having his supply of meat reduced at the very time his income 
is increased because of increased production—because the price order is making 
production more difficult. 

The very least to be done is to abandon the September and October roll-backs 
and to restudy the whole meat program. 

Senator SparKMAN. Senator O'Mahoney, at the start of your state- 
ment, you did not state that you are chairman of the Joint Commit- 
tee on the Economic Report. 

Senator O’Manonry. No; I did not. 

Senator Bricker. May I ask one question on that? It has con- 
fused me a good bit. A lot of Government representatives come in 
here and testify we must have control of commodity exchanges. Your 
committee inferred, although it did not say it directly, that they 
could not establish a direct relation between trading on the commod- 
ity exchanges and the price of the materials or the commodities to the 
ultimate consumer. 

I would like for you to discuss that a little bit. 

Senator O’Manonry. It was not quite as broad a statement as that. 

Senator Bricker. I know it was not, but it was an inference. May- 
be I have drawn too strong an inference. 

Senator O’Manoney. I think you have. My own feeling is that 
future trading is out of harmony with an economic emergency such 
as we are in, because futures depend upon the guesses of the trader 
as to what the price of the future is going to be. If you are going to 
control prices, why, there is no sense in it. 

Senator Bricker. Does that affect the price of the commodity to the 
consumer ultimately ? 

Senator O’Manonry. My own judgment has been that it has. 

Senator Bricker. It is very diffic ult to follow all the way through 
because it is so complex. 

Senator SPARKMAN. I wonder if I may read the latest recommenda- 
tion of that committee. [Reading :] 

The course of commodity prices during 1950 has demonstrated again that the 
cost of living, not to speak of the cost of production in general, should be freed 
from uninformed and undiscriminate speculative manipulation. Wise controls 
might well be instituted to bring stability in such markets. 


Senator Bricker. Of course, that would not prevent limited 
hedging. 

Senator SparKMAN. No. I think that is pretty much in line with 
the view this committee has taken. 

Senator O’Manoney. I think that was the point we had in mind. 
TI am glad you read it. I did not have the report before me at that 
time. 
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Senator Bricker. Of course, if you get uncontrolled speculation in 
commodities, I can see it has an immediate effect. But ultimately I 
do not know what the effect is on prices. I do not understand it well 
enough to come to a definite conclusion on it. 

Senator O’Manoney. The point with respect to meats as with re- 
spect to anything else is when you make controls they have to go all 
along the line. "That is why I have always been an adherent of the 
recommendation Mr. Baruch made after World War I that there 
should be a straight across-the-board freeze. I am reminded of the 
fact that President Harding in his inaugural speech said that he 
could contemplate the time when ina great national emergency all 
profit except a very small amount would be eliminated in all business. 
That was a very extraordinarily radical sort of statement coming 
from a man who was supposed to be a conservative. 

Senator SparKMAN. Of course, I felt very much along that same 
line even last year when we were considering this legislation when 
Mr. Baruch recommended a somewhat similar program at that time. 
But now we are past that. We did not adopt that. Congress did not; 
the administration did not; the country did not. We are on this 
other plane. Let me see if I understand correctly your viewpoint 
with reference to meat. 

First, you believe that the present plan should be held in abeyance 
until some satisfactory plan could be worked out. 

Senator O’Manonery. That is right. 

Senator SparKMAN. Second, you do not believe that prices may be 

satisfactorily set at any time on live animals. 

Senator O’Maunoney. That is right. It is a physical impossibility 
to do it. 

Senator SrarKMAN. I am not sure I get this thoroughly. You do 
believe that prices should be fixed on the meat as it goes to the con- 
sumer ¢ 

Senator O’Manonry. I think we have got to prevent inflation all 
the way down the line. I think that inflation of meat prices can be 
prevented when we have that sort of understanding which we ought 
to have. I went to the Office of Price Stabilization weeks ago with 
representatives of the feeding industry. I sat with them down there 
and talked with Mr. Erickson and Mr. Hudson and others. They 
were ready and willing to come to some sort of understanding, but 
the difficulty was to determine what the method should be. What 
[ am saying to the committee now is that the method which was ap- 
plied is not in my judgment going to work. We ought to try again 
so that we can have an over-all ceiling which will be just not only 
to the consumer but which will also be just to the producer. 

Senator SpaARKMAN. How can you apply to the producer and not 
have prices fixed on live animals? 

Senator O’Manoney. That is the $64 question. 

Senator Bricker. That is the one we have to answer. 

Senator O’Manoney. That is right. 

Senator SpaRKMAN. I know, but the thing about it is that his sec- 
ond proposition was that he did not believe “that you could fix prices 

satisfactorily on live animals. Now, when you get around to a dis- 
cussion of a fair ceiling for the produc er, then it seems to me that you 
are fixing prices on live animals. Unless you intend to fix prices 
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on what the meat is sold to the consumer for, carry on through 
the wholesaler and up to the butcher and allow enough leeway there 
that the packer will be able to pay the farmer a fair price without 
any fixing 

Senator O’Manoney. I was about to say that the basic trouble here 
is that you have not attempted or we have not attempted to put an 
all-out freeze on the meat industry because we have not gone back 
to the costs of the producer in the first instance. 

Senator Bricker. What would you say about the quota order? 

Senator O’Manoney. It did not work before, and I do not know 
how it is going to work now. 

Senator Bricker. I do not see how it can, when there is the great 
demand for beef that there is, and the supply that there is. One 
further question: The staff of the joint committee did recommend a 
tax on meat. 

Senator O’Manoney. There was some testimony before the com- 
mittee by a representative of the Brookings Institution, but I want 
to point ‘out that that ree ommendation came as a result of the judg- 
ment of this witness that price controls per se would not work. That 
is why he made that recommendation. 

Senator Bricker. That was an effort to curb consumption? 

Senator O’Manoney. Yes; that is right. But many economists 

say that the only effective way to curb consumption is to Jet the prices 

rise. But, of course, that would bring about an unjust distribution 
of the meat, and that is the thing that raises the demand for ration- 
ing. 

Senator Bricker. Such a tax would have the same effect. 

Senator O’Manoney. That is right. An over-all ceiling applying 
to every element in a particular situation, accepting as it is and 
without roll-backs, would be more effective than the price system in 
my judgment. 

Senator Frear. As a boy on the farm, I remember that if we had 
a pretty good year we said we could eat a little higher on the hog. 
Something like that is working in reverse on the prices the pac kers 
are charging to the meat distributors. They are charging the same 
price for a little lower cut on the cow or the hog. 

Senator O’Manoney. I am afraid that is right. 

Senator Frear. That is a manipulation of the packers. Unless 
we do something about it, the consumer will be at a very great dis- 
advantage. 

Senator O’Manoney. I have been told—and perhaps I should not 
say this here, because I have not had a chance to investigate it— 
that there have been instances when local distributors have been 
invited to pay for their supplies at a lesser price than that at which 
their supplies were billed to them for the purpose of enabling the 
seller to have a higher ceiling than he otherwise would have. 

Senator Sparkman. Senator O” Mahoney, do you feel that meat is 
one of the most important items in the cost of living ? 

Senator O’Manonry. Unquestionably. People want meat. 

Senator Sparkman. If we are to have any leveling off or proper 
stabilization of the cost of living, then we are going to have to have 
some leveling off or stabilization on the cost of meat; are we not ? 
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Senator O’Manoney, I think something has got to be done all 
the way along the line. That is why I started out with this com- 
ment, just as T have told livestock producers in my State that control 
of inflation is essential to preserve the sort of world we want to live 
in—a free world. The Russian spokesmen over and over and over 
again have indicated that their chief hope lies in the economic col- 
lapse of the United States. 

Senator Sparkman. My recollection of most of the testimony that 
was given to us by the livestock people was very strongly. in opposi- 
tion to price controls anywhere. 

Senator Frear. That is right. 

Senator SparkMAN. Now, can production alone be depended upon 
to hold the price of meat in line, or are we going to have to combine 
some other factors ? 

Senator O’Manonry. I think you have to combine some other 
factors. I have to be quite frank about that. May I say to you 
that livestockmen in my State with whom I have conversed have 
all agreed that prices are too high. They are afraid of it. But 
they are just puzzled as Mike DiSalle is as to how to kit the 
problem. 

Senator SpaRKMAN. You have done very nicely in presenting the 
case and leaving the problem with us to solve. Thank you very 
much. 

Senator O’Manonry. Thank you. 

Senator SparkMAN. Mr. Pinkston, I understand you have a state- 
ment to file. 


STATEMENT OF JACK PINKSTON, DALLAS, TEX., ON BEHALF OF 
HOME AND PROPERTY OWNERS ALLIANCE, INC. 


Mr. Pinkston. 1 am Jack Pinkston, managing director of the 
Home and Property Owners Alliance, and I do appreciate the priv- 
ilege of being able to appear before this honorable committee. 

In the interest of saving the time of this committee I would like 
to offer the statement of Carlton Moore, Sr., of Houston, Tex., and 
Jack Pinkston, of Dallas, Tex., on behalf of the Home and Property 
Owners Alliance, Inc., on S. 1397, 


Senator SpaRKMAN. We are glad to have it. It will be printed 
in the record. 
(The statement referred to follows :) 


JOINT STATEMENT OF CARLTON Moore, Sr., Houston, Tex., AND JACK PINKSTON, 
DALLAS, TEX., ON BEHALF OF THE HOME AND PRoPERTY OWNERS ALLIANCE. INC. 


Mr. Chairman, and members of this honorable committee, we reside and own 
property in Houston and Dallas, respectively. Our appearance before this 
honorable committee is made on behalf of the Home and Property Owners Al- 
lianee, Inc., which is chartered as a Nation-wide organization designed to cor- 
relate through a system of education the thinking processes of all who own 
property, plus those who aspire to sustain unto themselves and to poste ity the 

sacred right of the individual to own property. 

It shall be our earnest endeavor at all times fo safeguard strenuously the right 
of the citizens of this Nation to maintain the family relationship, to acquire and 
to hold inviolate a home for their family and to determine their own destiny in 
weordance with the teaching and guidance of their Creator, unaided and un- 
hampered by governmental authority. In pursuance of these stated ideals, we 
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must of necessity aline ourselves unalterably in opposition to S. 1897 in its 
entirety. 

We must oppose said S. 1397 because every provision thereof is extremely vio- 
lative of the fundamental principles upon which our divine American freedom 
is based. Broadly stated, the twofold purpose of 8. 1397 is: (1) To divest the 
citizen of his constitutional right to freedom of action and to vest in the Gov 
ernment the power to control the actions of the citizen; and (2) to divest the 
citizen of his constitutional right to own property, both real and personal, through- 
out his lifetime, and to control his property throughout his continued competency 
free from fear of interference in either case by Government agents; and to vest 
in the President alone, one individual, the power, at will, to confiscate any (or 
all) property, real and/or personal, the citizen’s home included, whenever he 
(the President) chooses based solely upon his own individual determination, 
correctly or incorrectly, that such confiscation would best serve the very nebulous 
philosophy, viz., “in the interest of national defense,” and alternatively to give 
the President the power to control all rental property, except property used 
solely for agricultural purposes, far beyond the wildest imaginary contemplation 
of the venerable framers of our great Constitution. No emergency situation, 
real or conjectural, is requisite to invocation of these freedom-annihilating powers 
and no review of this one-man determination is provided. 

That there are some in the Government of the United States today who think 
in such un-American channels is indicative of the grave peril now threatening 
to destroy from within this great divinely inspired Government of the people, by 
the people, and for the people. Our greatest hope for survival in this crisis lies 
in the knowledge that this great Government has endured dire crises before. 
The philosophers in the theory of cyclic recurrence doubtless foresaw the prob- 
ability that in this day this great Nation again would be threatened seriously 
with destruction by the work of our own hands. Fourscore and seven years ago 
a great President and eminent American statesman said substantially : 

“Four score and 7 years ago our fathers brought forth on this continent a 
new Nation, conceived in liberty, and dedicated to the proposition that all men 
are created equal. 

“Now we are engaged in a great struggle, testing whether that Nation, or 
any nation so conceived and so dedicated, can long endure on such bases. 

“Countless brave men have fought and died to sustain those sublime virtues 
inherited by us, and the least that we can do is here to dedicate ourselves to 
an increased devotion to that cause for which they gave the last full measure 
of devotion; that we here highly resolve that these dead shall not have died 
in vain; that this Nation, under God, shall have a new birth of freedom; and 
that Government of the people, by the people, for the people, shall not perish 
from the earth.” 

In other words, countless thousands of brave men have fought and died to 
gain and to sustain the very same freedoms which said 8S. 1897 now proposes 
to destroy by congressional action. 

Title I, section 202 of said S. 1397, beginning on page 2 thereof, reads in part: 

“Whenever the President deems it necessary in the interest of national defense 
he may acquire by purchase, donation, or other means of transfer, or may cause 
proceedings to be instituted in any court having jurisdiction of such proceedings 
to acquire by condemnation, any real property, including facilities, temporary 
use thereof, or other interest therein, together with any personal property 
located thereon or used therewith, that he deems necessary for the national 
defense, such proceedings to be in accordance with the act of August 1, 1888 
(25 Stat. 357), as amended, or any other applicable Federal statute. Upon or 
after the filing of the condemnation petition, immediate possession may be taken 
and the property occupied, used, and improved for the purpose of this act, 
notwithstanding any other law. Property acquired by purchase, donation, or 
other means of transfer may be occupied, used, and improved for the purposes 
of this section prior to the approval of title by the Attorney General as required 
by section 355 of the Revised Statutes, as amended.” 

Thinking logically, the term “any real property” does not exelude any real 
property, and therefore of necessity it also means all real property. The term 
“or other interest therein” certainly includes the fee simple title therein. The 
term “together with any personal property located thereon” necessarily means 
all personal property in this Nation, since all such personal property is located 
on the real property where it is situated. The term “upon the filing of the 
condemnation petition immediate possession may be taken and the property 
occupied,” undoubtedly means that it is not necessary to await any action on 
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the petition by the court. And the term “prior to the approval of title by the 
Attorney General,” removes the last possible obstacle to the immediate con- 
fiseation by the President of every item of property of whatsoever nature in 
this Nation. 

In other words, disregarding the meaningless verbiage contained therein, 
the said quoted section 202 means simply, to wit: That the President, by con- 
demnation, may take any or all real and personal property in this Nation when- 
ever he chooses. These are not mere idle words to those of us who have seen 
our tidelands confiscated on identically the same excuse, viz: in the interest 
of national defense. Joe Stalin has no more power over the property within the 
Soviet Union than these provisions propose to give the President of these United 
States. 

It can be said with definite certainty that not more than 1 percent of the 
people of this Nation now know about the provisions of this bill, and it is 
further certain that as the people learn about these provisions they will become 
fighting mad. The Bosten Tea Party will be comparable to an ordinary Sunday 
afternoon tea party, beside the chaos that will reign throughout this Nation, if 
said S. 1397 should pass this Congress. The people of this Nation are not going 
to sit idly by while their homes and their property are being confiscated. 

Surely no loyal American Senator or Congressman will vote to create a one-man 
dictatorship over the property of this Nation, as clearly is contemplated in said 
S. 1897. 

Said S. 1397 is objectionable in that it would permit the Government to engage 
freely in the manufacture, processing, and production of goods, commodities, 
and materials in competition with its citizens, notwithstanding the fact that 
such a governmental operation is repugnant to free enterprise. 

Particular objection is made to title IV—A, titled “Rent Stabilization,’ for the 
reason that the same is merely a guise by which the advocates of rent control hope 
to accomplish indirectly that which they are convinced they cannot accomplish 
directly—the renewal of rent controls Nation-wide. 

Experience has proved conclusively to the satisfaction of everyone who has 
viewed the facts with an open mind that rent controls constitute the biggest 
fraud ever perpetrated upon any people. Experience in France over a span of 
nearly 30 years proves that in addition to usurping and destroying the freedom 
of both the property owner and the tenant, rent control accomplishes exactly 
the reverse of that which its proponents claim. Private investors refuse to build 
new housing where there is a possibility that it will be controlled. The result 
being that today we are foolishly spending many millions of hard-earned American 
taxpayers’ dollars under the Marshall plan to build public housing in France. 
Public housing is such a menace to freedom and democracy that expounding upon 
its iniquities could proceed ad infinitum. ‘ 

Experience in Dallas, the first major city in the United States to decontrol, 
as well as the experience of Texas, the first State in this Nation to cast off 
the un-American shackles of Federal rent control, proves beyond a shadow o 
a doubt that rent control was the greatest American fraud of all time. Experi- 
ence has not sustained a single statement made by the proponents of rent contro! 
in its behalf, either before, during, or after its tenure. Before rent control 
became effective, and during rent control while the war lasted, the proponents 
of rent control said its purpose was to help the war effort. However, their 
refusal to relinquish such controls when the war ended proved that they were 
not acting in good faith at anytime in making such claims. 

The proponents of rent controls said that rent controls would prevent a housing 
shortage. Statistics presented herein below prove that no housing shortage 
existed when rent controls were Clamped on; but these statistics further prove 
that as soon as thousands of rental-housing owners felt the sting of tyranny 
as administered by the housing boss and for that reason withdrew their housing 
from the rental market, there developed a very serious housing shortage in this 
State. The statistics presented hereinafter showing the availability of rental! 
housing from 1940 to date proves this point conclusively. The proponents of rent 
control said that any decontrol of rents, together with release of restrictions over 
evictions, would create chaotic conditions which would force the pdor tenants to 
live in the parks and streets; but not a single such case has resulted. 

The proponents of rent control warned vigorously that if rents were decon 
trolled the price of rentals would skyrocket beyond the ability of the tenants to 
pay; but experience has shown that, notwithstanding the fact that rents had 
been frozen at depression levels for 7 years, while the price of other commodities 
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had been increasing, rents have not increased as much since decontrol as most 
other commodities during the same period. As a matter of fact, rents have not 
increased as much since decontrol as the dollar has decreased in value during 
the same period of time. It has been traditional throughout the ages that 
from 20 to 25 percent of a family’s income could and should be budgeted to 
rent. However, BLS cost of living index for December 15, 1950, shows that 
only 13.1 percent of the family’s income now is being spent for rent. In other 
words, the false propaganda we sometimes hear about rent gouging is merely 
a misguided figment of someone’s imagination. 

No, rent control never has been intended actually to help anybody. Instead, 
rent control was conceived and has been used solely as a tool of the socialistically 
inclined master minds to force private owners out of the rental housing field 
so they in turn could sell Congress on the idea that it was necessary for the 
Government to step in and build the housing for the public. 

As proof that rent control produces housing shortages instead of relieving 
such shortages, please consider the statistics herein below which were taken 
directly from the paid classified ad columns of the daily newspapers in Texas. 
People may exaggerate in compiling statistics, but people do not exaggerate 
when it comes to paying out their hard earned money to advertise either an 
apartment for rent, or for an apartment to live in. The paid classified ad 
statistics presented herein below show that when Federal rent controls were 
imposed on Texas, there was adequate rental housing available for everybody, 
and that the wanted-to-rent classified columns of the newspapers practically 
were nonexistant. These statistics further show that within a short time after 
rent controls were imposed, the available housing began decreasing, and the 
wanted-to-rent columns came into existence and started growing. By the time 
rent controls had been in effect 2 or 3 years, the wanted-to-rent classifications 
equaled and exceeded the for-rent classifications, and this condition existed 
until the newer housing was freed from controls in 1947. Thereupon, the wanted- 
to-rent classification started receding and the for-rent classification started 
srowing. Immediately upon decontrol of rents in Texas, the wanted-to-rent 
classification took a sharp dip, while the for-rent classification made a sharp 
climb. Today there exists wholly a tenants’ market with reference to rental 
housing throughout the State of Texas, and the wanted-to-rent classified columns 
practically have disappeared from the newspapers. 

It is a fact well known to all Texans, and well sustained by all statistics, that, 
as a result of decontrol of rents, Texas has witnessed the greatest building boom 
in the history of the State. So many apartments, houses, and rooms are avail- 
able for rent wherever one looks that the prospective tenant now can choose 
the type of accommodations he prefers, require special inducements of the 
property owner, and at rentals which the tenant can afford to pay. Within the 
past 30 days, one owner in Dallas has been advertising that he would pay the 
woving bill from anywhere within the city, give 1 month’s free rent, and extend 
other inducements to get someone to move into his apartments. 

Regardless of any twisted or false stories to the contrary, there have been no 
true hardship cases resulting from decontrol. The Bureau of Census release 
dated May 6, 1951 (series HC-—4, No. 10), shows that the median monthly rental 
for urban homes in Texas is $37, which is about the same as the median for the 
whole United States. Since most of the United States still was under control 
at the time the census was taken, this proves that rents in Texas have not 
skyrocketed as a result of decontrol. This census report further shows that 
one-fifth of the rental units in the State were renting for less than $20 per month, 
and that only one-fifth were renting for $60 or more. This same report shows 
that the total number of dwelling units increased 36 percent from 1940 to 1950, 
while the population in dwelling units increased only 19 percent during the 
same period. The number of dwelling units occupied by one person only in- 
creased 73.3 percent from 1940 to 1950. On the other hand, the number of rooms 
per dwelling unit increased from a median of 3.9 in 1940 to 4.1 in 1950; while the 
uverage household decreased from 3.5 in_1940 to 3.1 in 1950. One-half of all 
dwelling units in Texas in 1950 contained two or three persons ; while the propor- 
tion of dwelling units having more than 1.5 persons per room, dropped from 18 
percent in 1940 to 12 percent in 1950. Fifty-six of all dwelling units in Texas 
were owner ocupied in 1950 as compared to 43 percent in 1940. 

Mr. Tighe E. Woods, Housing Expediter, in appearing before this honorable 
committee on May 16, 1951, told this honorable committee that the outbreak 
of the Korean conflict, and the mobilization program which we have been forced 
to undertake, make rent control a continuing national responsibility. Just the 
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same old story under a different cloak. He had a different excuse in 1949, and 
doubtless he will have still a different excuse in 1959, but that he will have an 
excuse, if he is still on the public payroll at that time, is a matter about which 
there can be no doubt. 

Mr. Woods has alleged that critical housing shortages exist in strategic defense 
areas; but he has not, according to his prepared statement, advised this honorable 
committee where these alleged housing shortages exist. Suffice it to say, how- 
ever, that such alleged housing shortages do not exist in Texas. For instance, 
please consider the following: 


1 


Dallas Postal Report—Vacant dwellings on all city postal delivery routes, Dallas, 
: Texr., May 22, 1951 

I i ciriinedinstsgh inclement reg. S : _ 1,546 

[wo-family dwellings (duplexes) —..---..--__--_____- . = SO9 

ADA TIMIOUES... 2 cnnne so caine alienation 2 : 1. 706 


1, OG1 


Note.—Naturally, these figures do not include vacant rooms and apartments which are 
ndistinguishable as such to the postal carrier, and neither do they include units located 
vond city delivery limits. If these classifications were included, no doubt the number 
f available units would be double the number shown here. 


Total 


oY 
on 


RESOLUTION REGARDING NOMINATION AND APPOINTMENT OF RENT ADVISORY 
MAY 21, 1951 


BOARD, 


“Whereas the mayors of Dallas County are desirous that in the event there 
should be rent control, it should be on a local option basis; and 

‘Whereas we do not believe there is any emergency or sound reason for im- 
posing rent control in our local area now; and 

Whereas we believe that the reimposition of rent controls can only lead to 
increased Government expenses and costs, and bring about unwarranted and 
injustifiable regulations and controls upon the properties of the citizens of our 
communities : Now, therefore, be it 

“Resolved, That we hereby petition Congress and the Federal authorities not 
to impose such unwarranted controls and regulations upon our people unless 
or until and they locally authorize it; be it further 

“Resolved, That in the event Congress or the Federal authorities do impose 
such controls upon us, contrary to our wishes as herein expressed, we do hereby 
nominate and recommend the appointment of the following-named persons to 
constitute the local rent advisory board for this area, to wit: 

“Respectfully submitted.” 

(Signed by the mayors of Dallas County.) 


3 


Che following is copy of an editorial from the Dallas Morning News, under 
date of June 1, 1951: 


“RENT CONTROL RACKET 


“Dallas was smart in being one of the first large cities to toss off Federal rent 
control. Others still suffer under this imposition. A Dallas man who recently 
moved to an Ohio city writes back: 

“*Dayton has rent control, and the rents are much higher than they are in 
Dallas, where there is no rent control. There has been little building in Dayton, 
und there is a distinct housing shortage. I feel sorry for the landlords. They 
are taking a beating under rent control. A tenant offered to sublease his 
live-room apartment to me. The consideration that he wanted for the sublease 
was $1,000. 

‘‘Since getting out from under rent control, Dallas has had one of the biggest 
housing construction booms in the country. It is easier to find rental houses 
and apartments here than it was under rent control, which stifled building. Both 
landlords and tenants are better off here than in cities of like size where rent 
control persists. Those bureaucrats who are trying to use the Korean War 
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as an excuse to saddle rent control on the whole country again, to make jobs 
for more taxeaters, should be resisted with a resounding yell from the grass 
roots.’ ”’ 


+ 


The following is a copy of an article which appeared on the first page of the 
Houston Post, on Wednesday, May 16, 1951: 


“MAIL SURVEY SHOWS 6,715 HOUSES EMPTY 


“Greater Houston has 6,715 vacant houses and apartments and 644 vacant 
business houses, a Houston post office survey showed Tuesday. 

“On the other hand, mail deliveries are made to 164,250 residential units and 
6,485 business units in Greater Houston. ; 

“The survey of vacant and occupied housing was made by mail carriers on 
their rounds. 

“Incidental information developed by the survey—the display of 5,295 for 
rent signs and 2,064 for sale signs.” 


5 


The following is copy of a letter in part, as written to Senator Lyndon B. 
Johnson, from Lubbock, Tex. : 

“DEAR SENATOR JOHNSON: Texas has more than taken care of its residential 
housing needs since rent was decontrolled in Texas. In Lubbock there are now 
over 300 vacant rental units. The enclosed newspaper clipping, you will notice, 
has over 200 vacant residential housing units listed for rent. Lubbock has two 
FHA low-cost rental housing projects of 90 and 110 units which were com- 
pleted last year, and they have never been completely occupied, and the attorney 
in the cheaper of the two projects tells me that the occupancy runs between 
70 and 90 percent and that the top percent was only reached during the cotton 
picking season in October 1950. Reutal prices have dropped 10 to 15 percent 
in Lubbock since 1950. 

“Respectfully yours, 
“JamMeS H. GoopMAN, Attorney.” 

May 28, 1951. . 


6 
TRENDS IN AVAILABLE RENTAL HOUSING IN TEXAS 
A survey from the records of various newspapers throughout the State show 
ing the amount of advertising placed in the for-rent and the wanted-to-rent 


classified columns of the paper named, under the dates shown hereinbelow, 
reveals the following: 


The Abilene Reporter-News, Abilene, Tex. 
[Inches of space used] 
July 15 


j 


| 
l ( . | | i. tec 
For rent Wanted ¥ | Wanted 


to rent 


1940__. - } None 
1941 “ . 2 None 
1942 , 
1943 : | Kle 
1944_- 

1945 

1946 

1947 

1948 

1949 

1950 


1951. 


Totals: For rent, 75514 inches; 
Respectfully submitted. 


| For rent | For rent 
| } torent | pT ree 


None | 1414) None 
None 20 l 
| 10 ] 


| 


wanted to rent, 99°4 inches. 


J. L. BLAck, 
Classified Advertising Manager. 
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The Amarillo News and Globe, Amarillo, Tez. 


[Inches of space used! 


Apr. 15 July 15 15 


E | 
l | . » } ntex Tantec 
Wanted | For rent | Wanted | ror rent | Wanted | ror rent | Wanted 


| For rent torent | to rent to rent to rent 


1949. 
1950 
1951. . 


Compiled by: Mrs. N. Finley Martin, Blanche Lyons, Amarillo, Tex. 


Respectfully submitted. 
AMARILLO NEWS AND GLOBE, 
C. F. Moon. 


The Big Spring Herald, Big Spring, Tez. 


{Inches of space used] 


Jan. 15 Apr. 15 July 15 


| Wanted 


. . W: “ : W; 4 ; W antec 
For rent | | For rent | Wanted | For rent | Wanted | For rent | Wanted 


to rent to rent to rent to rent 


Ee eS ee a a eo 23/4 None 6 None 
Men te etiwanda 21%; None | 9 34 ; ly None 
1942 Ree ; : 33 1 ' None 1 
a ] 5 , 34 

1944. __. ts Tee wh as bets | None 

1945_._- 4 6 5h 

in 434 31 3 

1947 ; ot 3% 56! None | 
1948. ....- Peed 434! 54| ‘ None | 
1949. : a 7% ) 5 1 
1950... ei . 454 
Peak tice deat 1014! None 


None — 


Totals: For rent, 28934 ; wanted to rent, 4014. 


Compiled by Mrs. F. E. Haller, Big Spring, Tex. 


The Commerce Journal, Commerce, Tex. 


{Inches of space used] 


Jan. 15 Apr. 15 July 15 15 


a Wanted | » Wanted | ,.. Wanted | p,.. Wanted 
For rent to rent’ | For rent | to rent Forrent | torent | FOrrent| to rent 


; 1% None 3 None 
None 


Respectfully submitted. 
COMMERCE JOURNAL, 
EDWIN BRONAUGH, 


Publisher. 
1 Records incomplete. 
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The Dallas Morning News, Dallas, Tew. 


[Lines used] 


Jan. 15 Apr. 15 July 15 


Wanted Wanted | » Wanted 
torent | | torent | For rent | 6 rent 


For rent | | For rent 


1940__. i aoa , 755 | 5 
1941 _ : , 350 10 
1942 ‘onic 980 17 
1943 ; banat 465 | 67 | 
1944___ : nel 218 |- 228 | 
1945__. 208 | 241 
1946___ 118 | 551 | 
1947___. 2 ; 233 | 660 | 
1943__. 598 306 | 
1949. _. an 1, 158 202 | 
1950 pnanieink 1,493 | 259 | 
icici esradhettismetioniadietees 2, 380 45 | 





Compiled by H. Pflughaupt, Dallas, Tex. 


TRENDS IN AVAILABLE RENTAL HOUSING IN DALLAS, 1940 TO 1951 


Supply and demand is always the best barometer for human equity, human 
desires, and human needs. 

The attached summary of available rental housing as advertised in the Dallas 
Morning News under dates of January 15, April 15, July 15, and October 15 
of years from 1940 to April 15, 1951, inclusive, reveal a very true picture o! 
conditions prevailing under rent control as most unfavorable and under decontro! 
as most favorable. 

As will be noticed, the first quarterly dates of 1940 list under housing units 
“For rent,” 1,755 lines of advertising, whereas ‘““Wanted to rent” occupies only 
5 lines, thus creating a surplus over needs in a ratio of 351 to 1. Total of four 
1940 dates of 6,848 lines producing a ratio of 244 to 1. 

The same dates for 1941, when there was no rent control, show a total of 6,032 
lines quoting rental properties, as compared against “Wanted to rent” lines to 
the amount of 68, being a ratio of 8S to 1 toward surplus. 

Same dates for 1942 list 4,830 lines “For rent” against “Wanted to rent” 
91 lines, representing a ratio of 42 to 1 toward surplus. 

Respective dates for 1943 show a total of 1393 lines advertising “For rent 
as against “Wanted to rent” lines of 408; rent controls reduced the ratio to 
225 to 1, still slightly in favor of surplus. 

In 1944 the “For rent” lines totaled 1,302, as against “‘Wanted to rent” 1,083; 
still reducing the surplus ratio 1% to 1. 

In 1945 the “For rent’ dropped down to 973 lines as against “Wanted to rent” 
1,716 lines, creating a deficiency of 1% to 1 ratio. 

In 1946 the “For rent” dropped to only 535 lines, as against “Wanted to rent 
2,144 lines, thereby creating a deficiency ratio of 4 to 1. 

In 1947 the rent controls provided a 15 percent increase on leases, and freed 
from controls all new units created by construction or conversion. The “F 
rent” offered totaled 1,501 lines against 1,681 lines ““‘Wanted to rent,” thereb 
reducing the deficiency to a ratio of 144 to 1. 

Under the more favorable controls of 1948, “For rent” increased to 2,735 lines 
against only 885 “Wanted to rent” lines, That brought the rental situation to a 
surplus ratio of 3449 to 1. 

1949 brought decontrol of rents to Dallas and Texas. “For rent” brought out 
4,293 lines and “Wanted to rent” lines fell to 687. Surplus ratio 614 to 1. 

1950 is represented with 6,329 lines “For rent,” as against 749 lines “Wanted 
to rent.” Surplus ratio 8% to 1. 

Quarterly dates for 1951 show a total of 6,173 lines “For rent,” as compared 
with 126 lines “Wanted to rent.” Ratio 49 to 1. 

Free people provide better standards of living. Drop all controls and let ti 
people live and prosper. 

Respectfully submitted. 

H. PFLUGHAUPT. 
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Year 


ee ee 


Tesi cincpiciee Gerrans enane aes 
| Fe 
I i chiadiiaiaiaesipesshene 
I asi th aaan 

Bc sie caion, pen 

re ating hatameen ss 


1 No records prior 


Respectfully 


Year 


et a 
I Sesion Sas 
1942 == 

See dan ce. 

1944. ... 
1945... 
1946 
1947 
1948 . - 
1949 
1950 : 
Pair acm 


Compiled and res 


1945. 
Ris a acse a 
1947... 

1948. 
1949... 


| 
| 
| 
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The El Paso Herald-Post and Times, El Paso, Tez. 


{Inches of space used] 


| Jan. 15 Apr. 15 July 15 Oct. 15 

} } 

io Wanted | ;, » | Wanted | pp... Wanted : Wanted 

| For rent torent | For rent | torent For rent ta vent For rent einen 

= ——E— EE = - - 

| 9 | 9 914 15 7 10% 9 12 
oi 19 | 44 14 16 3 8 184 
8 12% 1314 416 6 2 914 12! 

| 84 10 | 14 7 12 7 1214 7% 
13 | 94 18 6 16 914 16 9144 
3434 534 3414 3% 5344 3% 56 2} 
4234 EE 4 ~ 

to 1945. 

submitted. 


NEWSPAPER PRINTING Corp. 
JERRY WoopDARD. 


The Fort Worth Star Telegram, Fort Worth, Tez. 


[Inches of space used] 


{ 
| 

Jan. 15 Apr. 15 July 15 Oct. 15 

| ' 

| For rent pga For rent | hesmary For rent eee Sor runt . — 
154 None 152 | None 97 None 167 None 
94145 None 9814| None 13214 None 64 None 
42146, None 60 None 4015, None 27 None 

\ 28 3 6 14 24 7 19 S 
16 3% 22 3 15 5 24 614 

5 6 8 9 18 16 6 514 

13144 71g 4 7 114 1414 74 15 
17 12 22 1144 15 12 2414 11 
27 74 18 5 36 124 37 4 
27 | 6 24 34 2314 64 31 4 
53 5% 49 5 49 415 72 3% 
39 2 102 24 


pectfully submitted by Mrs. Grace Tidwell, Mrs. Evelyn Tidwell, Fort Worth, Tex. 


Galveston Daily News, Galveston, Tez. 


[Inches of space used] 


Jan. 15 Apr. 15 July 15 Oct. 15 


Wanted 


. : Wante . Wanted . Wanted 
For rent For rent anted For rent gach For rent un 


to rent to rent to rent to rent 

-| * 56 | None | 58 1 61 ly 58 None 

| 44 None 261% 14 34 1 49 I 

a 314 % 2915 1 18 lo 18 2 

| 8 l4 54 2 5 3 8! 2! 
| 14144 3% 14 3 18 24 30 lb9 

| 18 | 2 2314 4 18h6 1 34 12 

1514} 3 | 10 | 24 3 4 17 1 
14 | 2 | 8 | 5 8 5 10! 614 
814} 4 | ll | 416 19 6 42 514 

40 2 314% 1 33 2 71 2 

86 | 14% 68 | 1 8 f 74) l 

73 | 4 53 | 14 
| | 


| 
| 
| 
| 


Compiled by A. Niccolai, Galveston, Tex. 
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Houston Chronicle, Houston, Tex. 


[Ads for the month] 


January 


Wanted 


| For rer 
at to rent 


For rent 


April 


Wanted 
to rent 


July 


Wanted 


For ren 
t to rent 


For rent | 


October 


| Wanted 
to rent 


| 
| 
| 
| 
i 


12, 041 | 
16,415 | 
10, 262 | 
3, 691 | 
3, 224 
2, 884 | 
, 913 
3, 380 
, 860 
3, 229 | 
2 O65 
31, 902 | 


1940 
1941... 
1942__ 
1943 _ . 
1944 
1945 
1946 
1947 
1948 _. 
1949 
1950 
1951. 


311 
363 
354 
465 | 
778 | 
492 
218 | 
759 | 
369 
, 724 | 
825 | 


3ll 


220 
432 | 
204 
770 
, 488 
2, 249 | 


223 
388 
274 
, 601 
2, 069 


18, 32 
11, 5$ 
6,: 


314 
448 


oat be int 
(SAN KOYN ERS 


WwW eh 


> 


tr 


Totals: Ads for rent, 482,273: 
Submitted by— 


ads wanted to rent, 73,308. 


TLER, 
Assistant Business Manager. 


Lubbock Morning Avalanche, Lubbock Evening Journal, Lubbock, Tez. 


[Inches of space used] 


Jan. 15 


Wanted 


| For rent | 
to rent 


For rent 


Apr. 15 


to rent 


Wanted 


For rent | 


July 15 | 


Oct. 15 


| Wanted | Wanted 


to rent 


to rent 


| For rent | 
| 


None 
None 
3 


; 
| ' } . | _— 
| 7 j , } - 
| None ‘ 33 None 
8 ; : 21 | None 
3 


1940 
1941 
1942... 
1943... 
1944__- 
1945 
1946 
1947... 
oo 
1949__ 
1950_- 
1051... 


si 4 
None 








Totals: For rent, 732 inches; wanted to rent, 17914 inches. 


NoTE.—The greater part of the advertising for wanted to rent are agencies 
requesting listings. 
Compiled by Mrs. Grady Ashley, Lubbock, Tex. 
1 February. 
2 March. 


All Valley Express and Evening News, Harlingen and McAllen offices combined 


Inches of space used] 





July 15 Oct. 15 


Wanted 
to rent 


For rent | Wanted | Wanted 


Wanted |p... 
to rent For rent | to rent 


For rent to rent 


; { 
Jan. 15 | 
| 


| 
None | 
None | 


1949... oat 
1950... at 4} 
1951 11% 


: dave None 
None None 
None cece 


Respectfully submitted by— 
George L. Lee, Jr., Harlingen. 
Lennis Carver, McAllen. 
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Midland Reporter-Telegram, Midland, Tez. 


[Inches of space used] 


Jan. 15 Apr. 15 July 15 


Wanted Wor’ rent Wanted 


For rent to rent to rent 


For rent 


BR sknsd tiancieit —— None } None 
1941_-_. Glo 34 ¢ None 
1942 ; ; | Q None q None 
1943 . _ - ‘ | 2 None None 
1944 . | 3 5} ‘ 
1945... .- ae : 3 

1946 ‘ —— | None 

1947. ..- ve ‘ 456 

1948 ~ ; 534 

1949 ‘ . 7 

1950 aaa 1634 

1951 sa a 12! 


Totals: For rent, 266%¢ inches ; wanted to rent, 10314. 
Respectfully submitted. 


REPORTER-TELEGRAM, 
FRANK HUTCHISON, C. . 


Morning Times and Standard-Times, San Angelo, Tez. 


[Inches of space used] 


Jan. 15 Apr. 15 July 15 


Wanted Bor rent Wanted 


For rent to rent to rent 


For rent 


ke ane 2514 None | 22! 
1941 al V4| 10% 
1942 : ‘ None 
1943 i 34 4 
144 . | 3 134 
1945 : i N , None 

1946 oi | 3 7 314} 
1947 _. eu | 334) 
1948. __ P 2} 

1949 Q! 1 
1950 2 2 
1951 eagle ; | : None 


4 


Respectfully submitted. 
STANDARD-TIMES, 
PAUL NEWMAN. 


San Antonio Light, San Antonio, Tex. 


[Inches of space used] 


Jan. 15 Apr. 15 July 15 Oct. 15 
| 


| | ee l 
| Wanted | » | Wanted | » | Wanted | ,, Wanted 
| torent | For rent tn vent 1 For rent For rent | 


For rent to rent to rent 


19441 . | 5 | None 
1945_. ne . | | { 3 | 15 |} 
1916. : 7 { gl ‘ None | 
4) | 1 
1948... | ) f 

1949___ lek 2 
Dees tescs | : None 
a gamed 35 | None . 


9 
3 
9 





1 Records not available prior to 1944. 
Respectfully submitted. 


THE SAN ANTONIO LIGHT, 
PaT PAYNE, 





2390 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Waco News Tribune and Times Herald, Waco, Tez. 


[Inches of space used] 


Jan. 15 Apr. 15 July 15 
i 


| wy. | ic dj | 
Wanted las Wanted | For rent 


~ » ; > 
For rent to rent | | ¢o rent For rent 


| 
| Wanted | 
to rent 


| | | | 
3214; None | 39144; None | 3134; None 3414 
2814; None | 22 None | 294; None 31% 
(} None | 1514) 4 , 4 1 15% 
7% 4 11 214 12 
9% 2 7! 3 1234 
11% g! 84 
gi 5 10 514 734 
10% q 11% ] 934 
1514 334 16 
; 214 21 ’ 2934 
3914 Qlé 321 2 4816 
6416 7“ 


Respectfully submitted. A. D. GEORGES, 
Classified Advertising Manager. 


Wichita Daily Times, Wichita Falls, Tez. 


[Inches of space used] 


Jan. 15 Apr. 15 July 15 Oct. 15 


| 
Wanted | po, rent | Wanted | For rent Wanted | por rent | Wanted 


ctl 
| For rent | to rent torent | torent | to rent 


UNE theese aindah 2 2% 1344 34 None 
1941___ 7 ‘on 2 None { 2 14 ‘ 3 1b 
1942 ei 7 é ly 11 ‘ 1 
aa = None 3 i 9 

Sia visita anata ‘ 4\9 ‘ 11% 
aes list j ‘ 2% 2 3 
arr oe 3 6 ‘ 4 11 
1947 _ . ian 6 4% { Sle 
we... .. aectairinca j 7 ‘ 7M 
1949. _ 7 

1950 

ee 


Compiled by Mrs. Catherine Saving, Wichita Falls, Tex. 


Certainly the paid classified newspaper advertisements offering dwelling 
units for rent in Texas within recent months suffice to show that there is no 
shortage of rental housing anywhere in Texas today. Furthermore, the propo- 
nents of rent control continually are claiming that the rents are too high for the 
tenant to pay. If anyone will take a trip through one of these Government 
subsidized, so-called low-rent housing projects and count the very high propor- 
tion of television aerials located therein, one will quickly see that it is not 
the rent which is too high for the tenant to pay. The same is true of renter- 
occupied dwelling generally. 

In his speech before this honorable committee on May 16, 1951, Mr. Tighe E. 
Woods explained at length how the rent-control offices over the Nation have been 
allowing property owners increases over their 1942 ceiling rents in consideration 
for increased costs, etc, In fact, he said: “The great majority of the (local rent 
advisory) boards—13S8—recommended 15 percent as the standard percentage 
increase. In areas which have adopted the Chicago plan, a total of 419,476 
applications have been processed, and 371,116 rent adjustments have been granted 
through April 25, 1951. The average adjustment granted was 15.4 percent. 
Many landords who did not request increases under the Chicago plan had 
already received adjustments which compensated them for increased costs of 
operation. Most of the boards which did not adopt the plan felt that the present 
provision and procedures for individual adjustments were adequate.” While, 
in the very beginning of his argument, Mr. Woods, had said: ““The average rise in 
rents since mid-1949 for the nine decontrollec cities was 19.8 percent.” (Nat- 
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nrally this was over the 1942 ceiling level.) Continuing, Mr. Woods said: “In 
contrast, the cities which remained under control rose an average of 3.5 percent.” 

In other words, Mr. Woods first testified in substance that the average increase 
under control over the 1942 ceiling level was 3.5 percent, and then, during the 
same argument, he said that, as a result of one adjustment, the average adjust- 
ment granted the vast majority of property owners was 15.4 percent. From 
these contradictory statements, exactly what are the Congressmen supposed to 
believe? Anyway, if we use Mr. Woods’ figure that rents in decontrolled areas 
have increased a total of 19.8 percent since 1942, what other commodity on the 
American market, taxes included, has not risen more than 19.8 percent. 

It is plain that no property owner wants to see rent control renewed and, 
according to Mr. Woods’ own argument before this honorable committee, certainly 
no tenant should want to see rent control renewed. Mr. Woods said: “Landlords 
no longer do a complete redecorating job when they rent a place. Tenant’s don't 
demand it. Tenants don’t demand new frills or extras. Tenants don’t demand 
new refrigerators or new stoves. Before rent control, a tenant could even demand 
and get a month’s concession—that is, a month's occupancy, rent-free—for taking 
a place. Nowadays, the landlord sells his space in an ‘as-is’ condition, and does 
only the essential decorating and repair work to comply with the law—and to 
preserve his capital investment.” Recognizing that what Mr. Woods says here 
actually is true, why would any tenant want to live under such conditions? The 
conditions just outlined by Mr. Woods, as he says, contrast materially with 
conditions under decontrol. As stated hereinabove, rent control never was 
intended to help either the property owner or the tenant, and experience shows 
that rent control materially damages both the property owner and the tenant. 
That being the case, who benefits by rent control? 

To prove conclusively to this honorable committee and to this Congress that 
rent controls are not needed in Texas today, when the Legislature of Texas 
enacted H. B. 808 (authored and sponsored by Carlton Moore, Sr.) during the 
spring of 1949, it wrote into the act adequate provisions to care for any housing 
emergency which might ever exist in Texas. Article 1269, L—-1, section 1—A, 
Revised Civil Statutes of Texas (enacted as said H. B. 808), reads: 

“Sec. 1-A. It is further provided, however, that the governing body of any 
city or town may, by ordinance duly passed, finding that a housing emergency 
exists, establish rent control in such city or town for the duration of such housing 
emergency, provided that the ordinance so passed is approved by the Governor of 
the State of Texas.” 

Therefore, if anyone feels that rent controls are needed in Texas to cure any 
emergency situation now or at any future date, it is not necessary for them 
to come pleading to Congress for such power. Instead, Texas already has pro- 
vided them with adequate power. Likewise, if any housing emergency actually 
existed within any city in Texas, certainly no legislative body anywhere in the 
world would be more aware of such an emergency than the governing body of 
that city. This provision has been a part of the law in Texas for nearly 2 
years and not in a single instance has the Housing Expediter or any other pro- 
ponent of rent control even attempted to invoke such provisions. This fact 
alone is conclusive proof that rent controls are not needed in Texas. 

In conclusion, we repeat that we are opposed to said S. 1397 in its entirety, and 
we pray that the Congress not enact either the said bill or any part thereof. 


Senator Sparkman. We will now hear from Mr. Ray M. Suter. 


STATEMENT OF RAY M. SUTER, COLUMBUS OHIO, ON BEHALF 
OF COUNCIL OF STATE CHAMBERS OF COMMERCE AND OHIO 
CHAMBER OF COMMERCE 


Mr. Surer. Mr. Chairman, we appreciate that the committee is 
rushed for time, and for that reason we would like to dispense with 
reading our statement. We will not take more than 3 minutes. 

_ Mr. Chairman, I live in Columbus, Ohio. I happen to be the 
industrial-relations director for the Ohio Chamber of Commerce, 
but T am appearing here representing the Council of State Chambers 
of Commerce of the United States. It seems to me, and to people 
whom I am speaking for today, that in reading some of the testimony 
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that has been presented to your committee and in the few interesting 
hours which I have been able to be present in person, a great deal of 
reference has been made to indirect controls, such as credit controls, 
Government monetary policies, nonessential expenditures, taxation, 
increased savings, increased productivity, as possible methods of com 
bating inflation. As we have outlined in the statement submitted to 
the committee, to those points we heartily subscribe. 

I give in conclusion our position: To title 4 and title 5 of the De 
fense Production Act of 1950, first, it is our belief—and we represent 
a lot of small businesses, Senator, the “Main Street” type of thing— 
that the citizens as a whole actually lack the feeling of urgency and 
real emergency that existed during the last war, or that could exist 
during an unfortunate total war. 

Second, we believe that the lack of incentives to produce for pro- 
duction’s sake makes almost every person and group wary of sacri- 
ficing and cooperating more than other persons and groups. We do 
hear phrases of equality of sacrifice, and it is our judgment that phrase 
means many things to many people. It is like the word “love.” It 
means many things to many men. Sometimes we feel that phrase 
means at the present time that no one shall get ahead of the other, 
rather than real sacrifice. 

Third, direct controls hamper the development of new products 
and new production processes. I am skipping through these, Mr. 
Chairman, because of your time, but the last and probably to us the 
most important reason we advocate that your committee recommend 
that titles 4 and 5 not be extended is that in the absence of patriotic 
fervor direct price and wage controls are an open invitation to eva- 
sions of various kinds, including widespread black markets. The pro- 
duction program then tends to bog down. Consumption products are 
inequitably distributed among the citizens. Disrespect for law and 
moral deterioration becomes widespread. ‘This would seem to be par- 
ticularly true of a period when public confidence in Government 
administrative agencies has been shaken. 

And, finally, Senator, it is our belief in our country to make any 
law work several factors are involved. One is enough people—we 
do not mean all the people, but enough people must believe in the 
objective which the law intends to carry out; and, second, they must 
have a pretty firm and sincere conviction in those administering the 
law. For that reason we advocate and recommend to you, sir, that 
titles 4 and 5 be not extended. 

Senator Sparkman. Thank you very much, Mr. Suter. 

Mr. Surer. Thank you. 

(Mr. Suter’s prepared statement follows :) 


STATEMENT OF Ray M. Surer, CotuMsus, On10, CouNcIL ofr STATE CHAMBERS OF 
COMMERCE AND THE OHIO CHAMBER OF COMMERCE 


My name is Ray M. Suter. I live in Columbus, Ohio. I am the director of in- 
dustrial relations for the Ohio Chamber of Commerce, and I am appearing in 
behalf of the Council of State Chambers of Commerce and for the Ohio Chamber of 
Commerce, one of its constituents. The Council of State Chambers of Commerce 
consists of 33 State and regional organizations in 81 States, with a combined 
membership of over 40,000 business concerns. The membership of these State 
chambers is diversified, both geographically and in respect to business interests. 
It is reasonable to say that the council represents a pretty fair cross section of 
productive businesses, some large, but for the most part, small. 
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As spokesman before your committee, I should point out that the individual 
State chamber members of the Council of State Chambers of Commerce are com- 
pletely autonomous in formation of the policies which the council thinks best for 
the country and the membership it serves. They may differ with each other in 
some slight respects, but I will say that there will be no material deviation from 
the broad outlines of the program which I have the honor to sketch for you today. 


A PROGRAM FOR THE CONTROL OF INFLATION 


We are engaged in a great effort to build up our military strength so that we 
may successfully defend ourselves against the Communist threat to our way of 
life. This objective of our mobilization program has the support of the over- 
whelming majority of American citizens—stockholders, workers, farmers, and 
their organizations and leaders. 


THE GENERAL PROBLEM 


The main general problem is this: How can our objectives be achieved at least 
eost? And this general problem breaks down into these: 

How can our Armed Forces be recruited and well equipped for the smallest 
possible number of dollars? 

How can the program be operated with the least impairment of incen- 
tives to high production and the least interference with free economic de- 
cision making? 

How can we insure that the sacrifices involved will be equitably distributed 
among the various citizens? 

To minimize the dollar cost of the defense effort, it is imperative to avoid an 
inflation of the prices of military equipment. To minimize the sacrifices that 
the population must make, it is imperative to avoid an inflation of the prices of 
civilian goods. 


HARDSHIPS AND SACRIFICE 


Virtually everyone agrees that price inflation in civilian goods increases the 
hardships involved in the mobilization program. Inflation produces great real- 
income inequities for the large segment of the population receiving fixed incomes 
from securities or salaries. It also causes much unrest and diversion of effort 
away from the main task of production among all the other income-receivers 
who are in a position to make headway in the race to keep up with the rapidly 
rising cost of living. For example, it often leads to strikes by unions seeking 
higher wages. In short, inflation greatly increases the real costs and sacrifices 
demanded by mobilization. 

That sacrifices must be made is not to be doubted. No nation can quickly 
shift a large proportion of its resources from civilian to military goods without 
causing its citizens to give up a substantial amount of civilian products. 


HUMP AND TROUGH 


The administration claims that the period of sacrifice should not last much 
beyond 1952. For by that time the labor and capital resources of the country 
should have been increased sufficiently to allow the production of at least as many 
civilian goods as before mobilization, without reducing our capacity to turn out 
war equipment. Moreover, by that time, we shall have stockpiled ample supplies 
of military goods. During a “cold” conflict, war goods are not used up at nearly 
the rate that exists during a “hot” war. 

In short, the production of military goods involves a big hump of effort to get 
the country up onto a plateau of preparedness. Once -the plateau has been 
reached, our position can be maintained by a much smaller amount of military 
output—only that small amount needed for replacement or improvement. 

By the same token, the hump in military output requires a trough in civilian 
output. But this trough is only temporary. As soon as the military plateau is 
reached, civilian production can be increased once more, even beyond the 
premobilization level. 


WAGE AND PRICE CONTROL SHOULD BE DROPPED 


For the above reasons, and others that we set forth herein, we take the position 
that the Congress should not continue titles IV and V of the Defense Production 
Act beyond June 30, 1951. 
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THE INFLATIONARY GAP 


The problem of inflation and its prevention or control may be visualized a 
follows: At any one time there is a certain volume of physical output of various 
items of civilian goods. Multiply the quantities of output by their respectiv: 
current prices and add the dollar figures. The resulting total is the aggregat 
value of current civilian output. At the same time there is a certain tota 
amount of money income available for spending on these civilian goods. If th: 
latter is a greater amount than the former, a gap exists—a difference which may 
be called the inflationary gap. 


CLOSING THE GAP—FOUR WAYS 


Three things can be done about this gap in the short run. The small 
total, the dollar value of current output at current prices, can be permitte: 
to come up to the larger total, the dollar volume of spending capacity. This 
happens through free markets. The greater pressure of the spending keeps bid 
ding up the prices of all the civilian products until these prices are so hig! 
that, when multiplied by the physical output then existing, a total value o! 
output is reached which tends to be equal to the volume of spending. 


1. Inflation method 

This rise in civilian product prices is of course inflation. In other words, i: 
flation is one way of trying to close the inflationary gap. It amounts to a 
tax on consumers. This tax is regressive. That is, it bears hardest on tlh: 
lower-income consumers. 

One of the worst features of this way of trying to close the gap is that it 
is not a once-and-done affair. That is, the gap doesn’t really get closed s» 
long as Government war spending continues and so long as no curbs are place: 
on firms’ and households’ spending. The gap tends to be cumulative, because thi 
larger total—volume of spending, call it the “upper level’—is fed by the whol 
process. That is, the “upper level” keeps moving up as the smaller total—vali 
of output, call it the “lower level”—tries to catch up with it. 


2. Indirect controls 

A second way of handling the gap is to close it by bringing the upper lev 
down to the lower one. If this is done, price inflation is avoided. It can lx 
accomplished through increased taxation of income and through other measures 
which we will discuss. This method is sometimes known as “indirect” control o! 
inflation. By reducing the total volume of spending it prevents the latter fro: 
bidding up the prices of civilian products. It has one thing in common with 
the first way of dealing with the gap: There is no interference with privat 
economic decisions in the markets for products and labor. 

3. Direct controls 

The third approach involves keeping the inflationary gap open. ‘That is 
there is supposed to be no closing of the gap, either through inflation or through 
the reduction of total demand. The only way this can be accomplished is 
through what is known as “direct” controls over product prices and wage rates 
These controls are aimed at preventing the upper level of total demand frou 
sucking up the lower level through higher prices. 

The choices.—if the first method of closing the inflationary gap means tu: 
much hardship, we must make a choice between the second and third approaches 
It is, of course, possible to use some of both methods; they are not mutually 
exclusive alternatives. Our position, however, is that under present circun 
stances a combination of the two is not desirable. It seems better to re! 
exclusively on No. 2. 

4. Increased productivity 

Before proceeding to discuss the relative merits of the two approaches, it ma) 
be pointed out that there is a fourth possible way of closing the inflationary 
gap—but this does not operate in the manner frequently supposed. It is often 
said that if the total physical output of civilian goods, which is one of the tw: 
components of the lower level (total value of current output), were increased 
sufficiently, the lower level could be brought up to the higher one of total demand 
This is not automatically true: The production of more civilian goods throug) 
the employment of more resources (capital expansion, longer workweek, recruit 
ment of workers not usually in the labor market) also means higher incomes 
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for the owners of capital and labor. This in turn means a rise in total demand, 
the upper level. 

In other words, the gap does not get closed through increased output of 
civilian goods—unless the lower level rises more than the upper. This can only 
happen only through increased productivity, which is very different from 
increased production. Increased productivity can occur through the use of better 
machines and management methods and through harder work by labor. When 
this happens, the physical output and thereby the dollar value of civilian goods 
rises faster than the Nation’s purchasing power or spending. 


WE FAVOR INDIRECT CONTROLS 


Let us turn now to consider why we favor indirect controls over inflation 
(approach No, 2) to the exclusion of direct wage-and-price controls (No. 3). 
Reason 1 

In the first place, the citizens as a whole lack the feeling of urgency and real 
emergency that exists during total war. During real war, patriotism and the 
raw urge for survival are adequate substitutes for the normal peacetime incen- 
tives to high, sustained production. But now these substitutes are not enough. 
An atom bomb or two dropped on Washington, Chicago, and Detroit, would work 
up the populace to the desired pitch. But in the absence of such or equivalent 
disturbants we cannot hope, for universal willingness to accept almost any 
sacrifice and hardship. 

Reason 2 


In the second place, the lack of incentives to produce for production’s sake 
makes almost every person and group Weary of sacrificing and cooperating more 
than other persons and groups. In other words, almost everyone is afraid that 
somebody else will be better off than he during the present period. Farmers 
are loathe to give up, even temporarily, their quest for price and income parity. 
They rebel against control over farm product prices. Stockholders want to 
maintain and increase their dividends and equities. They also are reluctant to 
accept thoroughgoing price controls. And labor unions, flushed with pride over 
their recent collective-bargaining achievement of escalator, automatic wage 
increases which keep pace with changes in living costs, hesitate to submit to 
rigorous wage controls in the absence of what they deem adequate controls over 
all prices. Under present circumstances the prospects for an equitable sharing 
of hardship do not seem bright. 


Reason 3 


Third, direct controls hamper the development of new products, new produc- 
tion processes, and new managerial devices, all of which normally mean higher 
productivity and thereby help to close any inflationary gap. The activities of 
the leaders of industry and labor are diverted from production matters to getting 
favorable decisions from Government. The controls are inevitably often inequi- 
table and put the squeeze on legitimate profits, thus robbing management of 
incentive to produce. 


Reason 4 


Fourth, in the absence of patriotic fervor direct price and wage controls are 
an open invitation to evasions of various kinds, including widespread black 
markets. The production program then tends to bog down. Consumption products 
are inequitably distributed among the citizens. Disrespect for law and moral 
deterioration becomes widespread. This would seem to be particularly true of 
a period when public confidence in Government administrative agencies has been 
shaken. 

Finally, if all these things are true—and we emphatically believe that hard 
experience shows them to be—it follows that direct price and wage controls can 
approach success only in a period of total war and dire emergency. If we use 
such controls now, they will be employed prematurely. People will come to be 
prejudiced against them under all circumstances. Then we shall have nothing 
left to fall back on if direct controls are needed when the wolf is actually upon us. 

Granted that there are serious obstacles to the success of a program of direct 
price and wage controls under present conditions, are indirect controls involved 
in our approach No. 2 any better? We believe that they are—by a wide margin. 
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CREDIT RESTRICTIONS 


First, what specific measures are usable? One of the quickest, easiest, and 
mose effective measures that could be taken to prevent further increases in civilian 
demand and to reduce it below its current level is more vigorous and thorough- 
going curtailment of installment buying. It should be the aim of Government 
over a period of time to restrict stringently the granting of credit to consumers 
for the purchase of virtually all durable products, including housing. Obviously, 
this must be done gradually. To order all financial agencies (including Govern- 
ment bureaus dealing with loans for housing) to reduce drastically and imme- 
diately the making of all loans to consumers would create severe hardships on 
all concerned—lenders, borrowers, producers, and sellers. But a gradual tighten- 
ing of the conditions under which these loans are made—i. e., steadily increasing 
the percentages of down payments and shortening the loan-repayment periods- 
would permit all persons and organizations concerned to adjust themselves 
Resources formerly used in these lines would gradually be released from civilian 
to military production, and consumption spending would be substantially cur- 
tailed. 

A second measure already in use could also be applied more severely—the 
granting of loans for margin buying of securities. 

‘There is a third credit-restriction method to be used—the one concerned with 
business borrowing for investment in plant, equipment, and inventories. The 
Federal Reserve authorities should employ their established powers to sell Gov- 
ernment securities in open-market operations, to raise rediscount rates, and 
to raise bank reserve requirements in order to curb the lending ability of the 
banking system and in order to raise the interest rate so as to discourage pri- 
vate business from borrowing as much as previously for nonwar production. 
When business wishes to expand and the banking system increases the rate of 
its lending, new money is created and spent. Consequently, a reduction in 
such lending leads to a decrease in total spending. Special provision could 
be made for granting necessary credits to companies producing essential 
war materials. 


GOVERNMENT FINANCE 


Obviously, the beneficial anti-inflationary effects of any such program would 
be nullified if the Government financed its own purchases of war equipment by 
borrowing from the banking system. Such borrowing means the creation of 
new money and the increase of total spending just as surely as private borrow- 
ing. This means that the Government must obtain the funds for defense spend- 
ing from the nonbanking sector of the economy—either through taxation or by 
borrowing from nonbanking sources through the sale of defense bonds. In 
either of these cases there is a transfer of spending power from the private 
sector to the Government. No new money is created. Total spending does not 
rise. The defense effort is based on pay-as-you-go. 

But, in the fourth place, if a sizable inflationary gap already exists, it is not 
enough merely to pay as we go. That is, it is not enough merely for the 
Government to balance its budget. There should be a substantial budget sur- 
plus, so that there is a proportionate decline in total spending. This means 
two big things: increase revenues, and decrease nonmilitary Government 
expenditures. 

To increase Government revenues considerably it is necessary to use one or 
the other or both of two measures: We must raise the level of taxation sub- 
stantially, or we must induce a large increase in the private purchase of new 
defense savings bonds. Preferably, we must do both, and at once. 

The views of our organization on desirable changes in the tax-rate structure 
have already been made known to this Congress. We shall, therefore, not take 
the committee’s time by stating the kinds of taxes we consider most useful 
for accomplishing the rise in the level of taxation. What we wish to emphasize 
here is the necessity for prompt increase in the level as a way of reducing or 
at least holding the volume of total spending. 


ENCOURAGE SAVING 


For the same reason we strongly urge immediate preparation for launching 
one or more savings bond drives. The cooperation of capable and imaginative 
leaders in various private fields should be enlisted for a maximum sales effort 
Solicitation of payroll deductions for the purchase of the bonds should again be a 
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major part of the drive. Such a measure insures a steady flow of funds into 
defense spending—funds that otherwise might be spent on civilian consumption 
goods. 

At the same time that private spending is being curtailed by these devices, 
Government itself should seek maximum economy in the use of its own funds. 
This means not only an effort to spend carefully on war contracts but also a cut 
in the expenditures of nonessential, nonwar agencies. 

The execution and administration of the various measures outlined above will 
be in the hands of several Federal organizations. It is necessary for us to 
emphasize, therefore, that some individual or agency be given the responsibility 
for obtaining a smooth, effective coordination among the different parts of the 
program. If this can be worked out, we believe that the superiority of the 
indirect approach to inflation control will be fully demonstrated. 


CONCLUSION 


Having reviewed the nature of our recommendations, we conclude by empha- 
sizing their advantages from the standpoint of attaining our mobilization objec- 
tives at a minimum cost and interference with our way of life. 

First, they are much better calculated to get us over the temporary hump 
in military production and the temporary trough in civilian production. 

Second, if all-out war does come, their usefulness at that time will not have 
been impaired by disrespect for law and by evasions. 

Third, using these measures does involve sacrifice and hardship for the 
people. But our mobilization objectives cannot be achieved without some 
sacrifice. And, short of total war, it will be temporary. Moreover, it will 
be possible to distribute the sacrifices much more equitably than under direct 
wage and price controls. 

Fourth, our suggested program involves a minimum of Government inter- 
ference with free private economic decisions. Except for the product-alloca- 
tion and control-of-materials measures used by the production authorities, 
there will be no restrictions on the operation of the free market pricing 
system. 


IF WAB COMES 


We think we are realists. It may well be that, if total war comes, the volume 
of taxation necessary under our proposals for closing the inflationary gap would 
be too large to be supported. In other words, at such a time Government ex- 
penditures on war goods might have to be so large that they could not be met from 
taxes and war-bond purchases by nonbanking citizens. Then the Government 
would have to borrow from the banking system. This would increase the volume 
of total spending, as it did in World War II. It would widen the inflationary 
gap. Under such circumstances you would not find us emphatically opposed to 
an equitable system of direct price and wage controls. But for the present 
situation our opposition is emphatic, for the reasons we have given. 

Our fiscal and monetary proposals are by no means new. All of you have 
heard them advanced many times. But we sincerely hope you will examine 
them afresh, because we believe you will agree that they are better attuned to 
economic and political realities than any other program could possibly be. 


Senator SparkMAN. Mr. Donohue. 


STATEMENT OF MICHAEL M. DONOHUE, PURCHASING AGENT OF 
ALLEGHENY COUNTY, PITTSBURGH, PA. APPEARING ON 


BEHALF OF THE NATIONAL INSTITUTE OF GOVERNMENTAL 
PURCHASING 


Mr. Dononvr. My name is Michael M, Donohue. I am purchas- 
ing agent of Allegheny County, Pittsburgh, Pa. I appear as presi- 
dent of the National Institute of Governmental Purchasing, a non- 
profit, educational, and technical organization entirely public in char- 
acter. The institute is composed of purchasing agencies of States, 
counties, cities, boards of education, and authorities and districts 
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CREDIT RESTRICTIONS 


First, what specific measures are usable? One of the quickest, easiest, and 
mose effective measures that could be taken to prevent further increases in civilian 
demand and to reduce it below its current level is more vigorous and thorough- 
going curtailment of installment buying. It should be the aim of Government 
over a period of time to restrict stringently the granting of credit to consumers 
for the purchase of virtually all durable products, including housing. Obviously, 
this must be done gradually. To order all financial agencies (including Govern- 
ment bureaus dealing with loans for housing) to reduce drastically and imme- 
diately the making of all loans to consumers would create severe hardships on 
all concerned—lenders, borrowers, producers, and sellers. But a gradual tighten 
ing of the conditions under which these loans are made—i. e., steadily increasing 
the percentages of down payments and shortening the loan-repayment periods 
would permit all persons and organizations concerned to adjust themselves 
Resources formerly used in these lines would gradually be released from civilian 
to military production, and consumption spending would be substantially cur- 
tailed. 

A second measure already in use could also be applied more severely—the 
granting of loans for margin buying of securities. 

‘There is a third credit-restriction method to be used—the one concerned with 
business borrowing for investment in plant, equipment, and inventories. The 
Federal Reserve authorities should employ their established powers to sell Gov 
ernment securities in open-market operations, to raise rediscount rates, and 
to raise bank reserve requirements in order to curb the lending ability of the 
banking system and in order to raise the interest rate so as to discourage pri 
vate business from borrowing as much as previously for nonwar production 
When business wishes to expand and the banking system increases the rate of 
its lending, new money is created and spent. Consequently, a reduction in 
such lending leads to a decrease in total spending. Special provision could 
be made for granting necessary credits to companies producing essential 
war materials. 


GOVERNMENT FINANCE 


Obviously, the beneficial anti-inflationary effects of any such program would 
be nullified if the Government financed its own purchases of war equipment by 
borrowing from the banking system. Such borrowing means the creation of 
new money and the increase of total spending just as surely as private borrow- 
ing. This means that the Government must obtain the funds for defense spend- 
ing from the nonbanking sector of the economy—either through taxation or by 
borrowing from nonbanking sources through the sale of defense bonds. In 
either of these cases there is a transfer of spending power from the private 
sector to the Government. No new money is created. Total spending does not 
rise. The defense effort is based on pay-as-you-go. 

But, in the fourth place, if a sizable inflationary gap already exists, it is not 
enough merely to pay as we go. That is, it is not enough merely for the 
Government to balance its budget. There should be a substantial budget sur- 
plus, so that there is a proportionate decline in total spending. This means 
two big things: increase revenues, and decrease nonmilitary Government 
expenditures. 

To increase Government revenues considerably it is necessary to use one or 
the other or both of two measures: We must raise the level of taxation sub 
stantially, or we must induce a large increase in the private purchase of new 
defense savings bonds. Preferably, we must do both, and at once. 

The views of our organization on desirable changes in the tax-rate structure 
have already been made known to this Congress. We shall, therefore, not take 
the committee’s time by stating the kinds of taxes we consider most useful 
for accomplishing the rise in the level of taxation. What we wish to emphasize 
here is the necessity for prompt increase in the level as a way of reducing or 
at least holding the volume of total spending. 


ENCOURAGE SAVING 


For the same reason we strongly urge immediate preparation for launching 
one or more savings bond drives. The cooperation of capable and imaginative 
leaders in various private fields should be enlisted for a maximum sales effort 
Solicitation of payroll deductions for the purchase of the bonds should again be a 
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major part of the drive. Such a measure insures a steady flow of funds into 
defense spending—funds that otherwise might be spent on civilian consumption 
goods. 

At the same time that private spending is being curtailed by these devices, 
Government itself should seek maximum economy in the use of its own funds. 
This means not only an effort to spend carefully on war contracts but also a cut 
in the expenditures of nonessential, nonwar agencies. 

The execution and administration of the various measures outlined above will 
be in the hands of several Federal organizations. It is necessary for us to 
emphasize, therefore, that some individual or agency be given the responsibility 
for obtaining a smooth, effective coordination among the different parts of the 
program. If this can be worked out, we believe that the superiority of the 
indirect approach to inflation control will be fully demonstrated. 


CONCLUSION 


Having reviewed the nature of our recommendations, we conclude by empha- 
sizing their advantages from the standpoint of attaining our mobilization objec- 
tives at a minimum cost and interference with our way of life. 

First, they are much better calculated to get us over the temporary hump 
in military production and the temporary trough in civilian production. 

Second, if all-out war does come, their usefulness at that time will not have 
been impaired by disrespect for law and by evasions. 

Third, using these measures does involve sacrifice and hardship for the 
people. But our mobilization objectives cannot be achieved without some 
sacrifice. And, short of total war, it will be temporary. Moreover, it will 
be possible to distribute the sacrifices much more equitably than under direct 
wage and price controls. 

Fourth, our suggested program involves a minimum of Government inter- 
ference with free private economic decisions. Except for the product-alloca- 
tion and control-of-materials measures used by the production authorities, 
there will be no restrictions on the operation of the free market pricing 
system. 


IF WAB COMES 


We think we are realists. It may well be that, if total war comes, the volume 
of taxation necessary under our proposals for closing the inflationary gap would 
be too large to be supported. In other words, at such a time Government ex- 
penditures on war goods might have to be so large that they could not be met from 
taxes and war-bond purchases by nonbanking citizens. Then the Government 
would have to borrow from the banking system. This would increase the volume 
of total spending, as it did in World War II. It would widen the inflationary 
gap. Under such circumstances you would not find us emphatically opposed to 
an equitable system of direct price and wage controls. But for the present 
situation our opposition is emphatic, for the reasons we have given. 

Our fiscal and monetary proposals are by no means new. All of you have 
heard them advanced many times. But we sincerely hope you will examine 
them afresh, because we believe you will agree that they are better attuned to 
economic and political realities than any other program could possibly be. 


Senator SparkMAN. Mr. Donohue. 


STATEMENT OF MICHAEL M. DONOHUE, PURCHASING AGENT OF 
ALLEGHENY COUNTY, PITTSBURGH, PA., APPEARING ON 


BEHALF OF THE NATIONAL INSTITUTE OF GOVERNMENTAL 
PURCHASING 


Mr. Dononvr. My name is Michael M, Donohue. I am purchas- 
ing agent of Allegheny County, Pittsburgh, Pa. I appear as presi- 
dent of the National Institute of Governmental Purchasing, a non- 
profit, educational, and technical organization entirely public in char- 
acter. The institute is composed of purchasing agencies of States, 
counties, cities, boards of education, and authorities and districts 
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7. 
of the United States. It is dedicated to the improvement of public 
buying through the interchange of technical and professional infor- 
mation and ideas. 

The statement which I present was prepared in collaboration with 
the board of directors of the institute and its committee on economic 
controls, consisting of the chairman, John F. Ward, city purchasing 
agent of Chicago, I1l.; John Splain, commissioner of purchase, New 
York City; John W. Huffman, city purchasing agent, Richmond, 
Va.; Ward Alexander, city purchasing agent, Schenectady, N. Y.; 
Louis J. Cook, superintendent of school supplies, Board of Education, 
New York City; Arthur B. Gathright, director, Division of Pur- 
chase and Printing, Commonwe alth of Virginia, Richmond, Va.; 
Alvin J. Holm, city purchasing agent, Los Angeles, Calif.; Carl 
Riggs, director, State Department of Purchases, State of West Vir- 
ginia, Charleston. 

I am accompanied by two members of our board of directors, 
Institution Vice President Arthur B. Gathright, director of the Divi- 
sion of Purchase and Printing of the ¢ ‘ommonwealth of Vi irginia, and 
City Purchasing Agent W ard Alexander of Schenectady, me es 
Maurice Abrams, director of priorities and allocations, Department 
of Purchase, City of New York; Gilbert Guetzkow, director of pri- 
orities and allocations, Central Board of Purchases, City of Mil- 
waukee, and NIGP Executive Director Albert H. Hall. These gentle- 
men will endeavor to answer any questions by members of the com- 
mittee concerning the impact of current and projected economic ¢con- 
trols on services and facilities of State and local governments. 

We appreciate this opportunity to be heard by your committee. We 
urge respectfully your favorable consideration of the following steps: 

1. Establishment by statute of a single centralized agency to act as 
claimant for the construction and supply needs of F ederal, State, and 
local governments and their tax-supported agencies in the defense 
production effort. 

2. Establishment by statute of machinery to enable State and 
local government to give consultative advice to administrative heads 
of the defense production effort in all matters affecting the opera- 
tion of such governments. 

3. Continuance and strengthening of price controls. 

t. Clarification of the applicability of price control regulations 
to sales of commodities and services by State and local governments 
and their tax-supported agencies through specific statutory exemption. 

The United States is now mobilizing all of its resources in the 
national emergency. Essential public services provided by Federal, 
State, and local governments are a vital part of this marshaling of 
strength. Police and fire services, public works, education, recrea- 
tion, ‘public health and hospitals, and public welfare activities must 
go forward on the home front. Our production machinery cannot 
function without these services. To maintain these and other public 
services, Federal, State, and city governments must be prov idea with 
suitable structures and other works and supplies, materials, and 
equipment. 

There must be one focal point in the control and regulatory struc- 
ture at which the legitimate construction and supply needs of tax- 
supported agencies can be considered and met equitably. Such a 
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principle was followed by the War Production Board in the last 
war through the establishment of a single centralized Government 
Requirements Bureau. 

"teen the beginning of the present emergency the National In- 
stitute of Governmental Purchasing and other organizations of public 
agencies and officials have urged that a similar step be taken to meet 
current problems and needs of State and local governments. Assur- 
ances have been received from the President of the United States and 
the Director of the Office of Defense Mobilization that such an agency 
would be established promptly. In fact, however, exactly the opposite 
course has been taken. 

Instead of a single centralized claimant agency for State and local 
governments there have been set up some 19 claimants, many of whom 
have been given authority to deal with construction and supply needs 
of State and local governments. Defense Production Administration 
Order No. 1 of May 24, 1951, not only perpetuates the diffusion set 
up in the original Claimant Order No. 127 of the Commerce Depart- 
ment, but creates new claimant agencies such as that for water and 
sewage facilities. 

The administrative head of a State or local government faced with 
construction and supply needs for the departments under his juris- 
diction discovers a veritable Washington merry-go-round as he at- 
tempts to meet these requirements. If he has a school construction or 
supply need he petitions a separate branch of the United States Office 
of Education, Federal Security Agency. If this problem is hospital 
construction and health supply, he must go to a separate branch of the 
United States Public Health Service, Federal Security Agency. In 
dealing with welfare, recreation, and related activities, he again must 
seek help from separate branches of the Federal Security Agency for 
each of those functions. 

Now let us suppose that the problem is housing. Then our admin- 
istrator goes to a separate agency in the Housing and Home Finance 
Agency. If his concern is food and its distribution he must consult 
a separate agency in the United States Department of Agriculture. 
Many local governments operate electric utilities. Their problem 
must be taken to a separate branch of the United States Department of 
the Interior, the Defense Electric Power Administration. 

The problem of highway construction and maintenance, including 
urban streets, common to all State and local governments. For claim- 
ant help in this area of activity the State or local administrator must 
consult the United States Bureau of Public Roads. If a new road or 
highway leads into a civil airport then the Civil Aeronautics Board 
must be consulted. 

In the field of civilian communications, our State or local admin- 
istrator goes to the Administrator of the National Production Au- 
thority. If he has a problem about water or sewage he goes to the 
same source. If he wishes to construct any project using more than 
25 tons of steel, he starts first with an application to a field office of 
the National Production Authority, follows his application to Wash- 
ington through the Construction Controls Division of the National 
Production Authority, and then trails the application around the 
Capital as it goes through various claimant agencies for discussion 
and consideration. 
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If our State or local executives have a construction problem for 
State or local community facilities not elsewhere specifically desig- 
nated, such as fire or police, penal and administration, he goes hope- 
fully to the Facilities Bureau of the National Production Authority. 
Finally, if he has a problem not related to construction which no one 
else can tell him anything about, he goes to the Office of Civilian 
Requirements of the National Production Authority where he will 
attempt to find someone to help him. 

If a person wished deliberately to design a method to make it as 
difficult as possible for State and local governments to obtain their 
construction and supply needs he could not have devised a more 
perfect instrument than the system described. In recent days the staff 
of NIGP has guided its members through the Washington maze of 
claimants with wee ary and inconclusive results. Until a single central 
Government Requirements Bureau is established, the W: ashington 
scene so far as State and local governments are concerned, will be 
confusion compounded. 

How the construction and supply needs of 168,000 units of State and 
local government will be met by this administrative hodge-podge of 
Federal department empires is beyond comprehension. As an exam- 
ple of the complete lack of coordination among claimant agencies 
and of knowledge of State and local government needs, a phase. of the 

recently announced controlled-materials plan can be cited. Many 
units of Government engage in the manufacture of various com- 
modities such as traffic signals, furniture, automobile license plates, 
and so forth. They also oper ate extensive repair shops. They utilize 
large amounts of steel, copper, and aluminum. Those in charge of 
CMP had no knowledge of this fact and made no provision for it. 
Likewise, none of the independently operated claimant agencies have 
done anything about it. 

It can be argued that the proposal to set up a single claimant agency 
is an administrative matter. Since December 1950, administrative 
officers of the defense production effort have been importuned to cor- 
rect this situation. They have not only failed to correct it, but have 
made it even more impossible administratively. It is our considered 
judgment, therefore, that statutory action is the only way by which 
the public interest can be protected in this situation. 

We urge respectfully that the Defense Production Act of 1950 be 
amended to provide for a single central Government Requirements 
Bureau to serve as a claimant for the construction and supply needs 
of Federal, State, and local governments and their tax supported 
agencies. The basic job of this Bureau will be to provide and admin- 
ister suitable priorities and allocations for State and local govern- 
ments, to help them do effectively their esesntial job as partners of 
American production. 

Senator SparkMan. At that point, did we have any such set-up in 
the Second World War? 

Mr. Donouvr. No. 

Senator SparKMAN. Was there any agitation for it then? 

Mr. Donouvr. Yes, there was, and we got no place with it. We 
have never had our day in court insofar as any Federal law that | 
know of to help cities, counties, and States in either World War II 
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or up to the present time. The only thing we have in the present 
act is an administrative office set-up and that is confusing. It is chaos. 

Senator Sparkman. As I understand, what you have reference to 
hem is your requirements with reference to allocations or anything 
that you would have to get a Government order on. In other ‘words, 
you are not talking about the normal course of buil ling roads through 
the Bureau of Public Roads. 

Mr. Dononvur. We are talking about any buildings that we might 
have at the present time, or any desire that we might have for ma- 
terial or materials that in the act itself we have a specific place that 
we can ourselves come and get some satisfaction or some idea or some 
advice. 

Senator SparKMAN. I am trying to differentiate between mat es ls 
that you need or permission that you may need, and the help that 
would be coming from the Federal Government through some kins d of 
Federal aid program. You relate only to the former, do you not 

Mr. Dononver. That is right. 

Senator SpaARKMAN. Very well. 

Mr. Donounue. Establishment of State and local goverment ad- 
visory machinery. 

The Defense Production Administration, the National Production 
Authority, the Office of Price Stabilization, and other agencies are 
now issuing daily a flood of regulations and orders which are having 
a far-reaching effect on the whole American economy. State and loc ” 
governments are feeling the impact of these new regulations as the 
administer their essential public services. 

In the formulation of the broadened control framework we ob- 
serve that industry is consulted on every move. NPA industry com- 
mittees and special committees of business executives, as provided 
by the Defense Production Act of 1950, give advice on every step 
of the program. Certainly the wide experience of American business 
executives is essential in framing such programs. By the same token 
we believe that State and local public purchasing executives and 
other officials should be consulted, not only in the formation of regu- 
lations directly affecting them, but should also have an opportunity 
to explore, prior to promulgation, the effects of proposed orders and 
regulations on State and local services. State and local governments 
are partners of American production. They are not being treated 
that way by the administrators of the defense production effort. 

For the last several months NIGP has urged upon those in charge 
of defense production the creation of advisory committees of State 
and local government officials. These pleas have not been heeded. 

Here again it may be argued that this is an administrative matter. 
It is aes, however, that reluctant administrators will not take such 
steps. 

We therefore respectfully urge that the Defense Production Act of 
1950 be amended to mandate the establishment of advi isory committees 
of State and local officials to the Administrator of the Defense Pro- 
duction Administration, the Administrator of the National Produe- 
tion Authority, the Administrator of the Office of Price Stabilization, 
the Director of the Government Requirements Bureau (if such an 
agency is established by statute), the Director of the Office of Civilian 
Requirements of the National Production Authority. We also urge 
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that the statute direct that such advisory committees be established at 
other points deemed necessary in the light of administrative 
experience. 

This morning, Senator, you have had various committees before you, 

most of them representing some particular phase of the American 
public. We come before you here representing, I think, the closest 
representation to the public in that we are spending taxpayers’ money, 
and in that we do have a certain basic problem in parks and public 
improvement. For instance, in the city of Pittsburgh, bridges where 
vast amounts of steel come in. Even as a purchasing agent for Alle- 
gheny County, which covers the city of Pittsburgh, I have diffic ulty 
in obtaining steel. That is multiplied a thousand times as you get 
out to Milws aukee, Los Angeles, New York, all over the territory, the 
farther you get away from steel centers. U p to the present time we 
have had no ‘representations whatsoever in Washington, and I think 
it is our prerogative. I firmly believe in the type of work that we have 
that we should have an advisory committee set up some place in this 
act where it is in the act and not a directive from some administrator. 
‘They have such a man set up, I believe his name is Burke, but we are 
not getting any place here. We are in confusion and ¢ hi ios. Weare at 
a loss and we do represent probably between 6 and 8 billion dollars 
worth of purchasing in the entire year, representing not all the States, 
but many States, counties, cities, boroughs, universities. We are not in 
it for profit. There is no profit in the set-up at all. We are merely 
trying to run cities and counties and States so our war effort may be 
prosecuted properly and the things will come out in the proper 
manner. 

Senator SrparKMAN. May I ask this, and it is purely for information. 
You represent the procurement agents. 

Mr. Donounve. I represent the procurement agents of States, cities, 
and counties; any municipalities, anyone that uses taxpayers’ money 
can join our organization. 

Senator Sparkman. I was thinking of the over-all organization, 
and perhaps that is not a good term, but with reference to cities, for 
instance, 1 thought of the mayors’ conference. I assume there is a 
governors’ conference and I assume there are various other 
conferences. 

Mr. Dononve. That is right. 

Senator SparkMAN. Have they taken action on these things? 

Mr. Dononur. Yes. You see, Senator, we trace back, our pur- 
chasing agents of our cities go back to the councils and mayors. Our 
purchasing agents of the States go back to the governors. 

Senator Sparkman. I realize that. I was wondering if the parent 
organizations had adopted resolutions. 

Mr. Dononve. That is right, Senator. We are not specifying here 
or requesting this morning that any particular name of our organiza- 
tion—the only thing we are asking or requesting this morning is that 
when an advisory committee is set up representing States, counties, 
and cities, that they be representatives from States, counties, and 
cities, that we have someone in there that understands our problem. 

Senator SparkMan. Yes; I understand your statement. 

Mr. Dononve. I have one statement to make, Senator. 
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The continuance and strengthening of price controls. We who are 

the “businessmen” of State and local government have the same ab- 
horrence of economic controls as do members of the private business 
community. However, under present conditions we believe the only 
sound course, so far as State and local governments are concerned, is 
to continue and to strengthen price controls. 

All governments, including the Federal structure, are finding that 
the value of the tax dollar is shrinking because of increased costs of 
construction and supplies. State and local governments with limited 
revenue sources and fixed statutory budgets are confronted with 
serious problems in stretching the tax dollar. For ex ample, a com- 
modity tabulation prepared by the city purchasing agency of Mil- 
waukee—and this would apply to any city, county, or State, including 
my own—listing 28 commodities shows percentage increases in 1951 
prices over 1950 prices ranging from 14 percent to 74 percent. Mil- 
waukee officials estimate that price increases will cost the city an addi- 
tional $4,000,000 in 1951 which was not anticipated when the current 
budget was adopted. In Essex County, N. J., the county purchasing 
office points out that there is a rise of from 10 percent to 120 percent 
in 1951 prices over 1950 averages on items the county must purchase 
to supply its hospitals and institutions. The Department of Purchase 
of Cook County, Il, has shown in a recent study that between Decem- 
ber 1950 and February 1951 the price of basic foods went up 24.8 
percent, dairy products 23.12 percent, meats 40.1 percent, and fuel oil 
67.06 percent. Recent testimony before the Appropriations Commit- 
tee of the United States Senate shows that defense costs of some mili- 
tary items have increased as much as 348 percent above prices in effect 
just prior to the Korean conflict. 

We therefore respectfully urge the discontinuance and strengthen- 
ing of price controls to check inflationary trends which, if continued, 
will create fiscal chaos in all tax- -supported agencies. 

Clarification of applicability of price control regulations for sale 
of commodities and services to State and local governments through 
specific statutory exemption. 

I do not have to take your time on the rest of this. 

Senator SparkMAN. The full statement will be printed. 

Mr. Dononvr. Thank you. We are vitally interested in price con- 
trols. We set up budgets generally around the first of the year. We 
find ourselves toward the end of the year with no money. It i is para- 
mount to States, counties, and cities that there is a tight price con- 
trol system. That, plus the representation of an adivsory council 
where we can have something to say, is our problem today, and we are 
very much interested. 

Senator SparkMan. Thank you very much, Mr. Donohue. 

Mr. Donounvr. Thank you very much for your time. 

(The statement referred to follows :) 








STATEMENT OF NATIONAL INSTITUTE OF GOVERNMENTAL PURCHASING, MICHAEL M. 


DONOHUE, PRESIDENT 





My name is Michael M. Donohue. Iam purchasing agent of Allegheny County, 
Pittsburgh, Pa. I appear as president of the National Institute of Governmental 
Purchasing, a nonprofit, educational, and technical organization entirely public 


incharacter. The institute is composed of purchasing agencies of States, counties, 


cities, boards of education and authorities, and districts of the United States. 
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It is dedicated to the improvement of public buying through the interchange of 
technical and professional information and ideas. 

The statement which I present was prepared in collaboration with the board 
of directors of the institute and its committee on economic controls consisting 
of Chairman John F. Ward, city purchasing agent of Chicago, Hl.; John Splain, 
commissioner of purchase, New York City; John W. Huffman, city purchasing 
agent, Richmond, Va.; Ward Alexander, city purchasing agent, Schenectady, 
N. Y.; Louis J. Cook, superintendent of school supplies, board of education, New 
York City; Arthur B. Gathright, director, division of purchase and printing, 
Commonwealth of Virginia, Richmond, Va.; Alvin J. Holm, city purchasing 
agent, Los Angeles, Calif.; Carl Riggs, director, State department of purchases, 
State of West Virginia, Charleston. 

I am accompanied by two members of our board of directors, institute Vice 
President Arthur B. Gathright, director of the division of purchase and printing 
of the Commonwealth of Virginia; and City Purchasing Agent Ward Alexander, 
of Schenectady, N. Y.; Maurice Abrams, director of priorities and allocations, 
department of purchase, City of New York; Gilbert Guetzkow, director of 
priorities and allocations, central board of purchases, city of Milwaukee; and 
NIGP Executive Director Albert H. Hall. These gentlemen will endeavor to 
answer any questions by members of the committee concerning the impact of 
current and projected economic controls on services and facilities of State and 
local governments. 

We appreciate this opportunity to be heard by your committee. We urge 
respectfully your favorable consideration of the following steps: 

1. Establishment by statute of a single, centralized agency to act as 
claimant for the construction and supply needs of Federal, State, and local 
governments and their tax-supported agencies in the defense production 
effort. 

2. Establishment by statute of machinery to enable State and local govern 
ments to give consultative advice to administrative heads of the defense 
production effort in all matters affecting the operation of such governments 

3. The continuance and strengthening of price controls. 

4. Clarification of the applicability of price-control regulations to sales of 
commodities and services by State and local governments and their tax 
supported agencies through specific statutory exemption. 


CREATION OF A SINGLE CLAIMANT AGENCY FOR STATE AND LOCAL GOVERNMENTS 


The United States is now mobilizing all of its resources in the national emer 
gency. Essential public services provided by Federal, State, and local govern 
ments are a vital part of this marshaling of strength. Police and fire services, 
public works, education, recreation, public health and hospitals, and public 
welfare activities must go forward on the home front. Our production machinery 
cannot function without these services. To maintain these and other public 
services, Federal, State, and city governments must be provided with suitabl 
structures and other works and supplies, materials and equipment. 

There must be one focal point in the control and regulatory structure at which 
the legitimate construction and supply needs of tax-supported agencies can be 
considered and met equitably. Such a principle was followed by the War Pro 
duction Board in the last war through the establishment of a single centralized 
Government Requirements Bureau. 

From the beginning of the present emergency the National Institute of Gov 
ernmental Purchasing and other organizations of public agencies and officials 
have urged that a similar step be taken to meet current problems and needs of 
State and local governments. Assurances have been received from the President 
of the United States and the Director of the Office of Defense Mobilization that 
such an agency would be established promptly. In fact, however, exactly the 
opposite course has been taken. 

Instead of a single centralized claimant agency for State and local govern- 
ments, there have been set up some 19 claimants, many of whom have been 
given authority to deal with construction and supply needs of State and local 
governments. Defense Production Administration Order No. 1 of May 24, 1951, 
not only perpetuates the diffusion set up in the original Claimant Order No. 127 
of the Commerce Department but creates new claimant agencies such as that for 
water and sewage facilities. 

The administrative head of a State or local government faced with construc 
tion and supply needs for the departments under his jurisdiction discovers a 
veritable Washington merry-go-round as he attempts to meet these requirements 
If he has a school construction or supply need, he petitions a separate branch 
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of the United States Office of Education, Federal Security Agency. If his problem 
is hospital construction and health supply, he must go to a separate branch of 
the United States Public Health Service, Federal Security Agency. In dealing 
with welfare, recreation, and related activities, he again must seek help from 
separate branches of the Federal Security Agency for each of those functions. 

Now let us suppose that the problem is housing. Then our administrator goes 
to a separate agency in the Housing and Home Finance Agency. If his concern 
js food and its distribution, he must consult a separate agency in the United 
States Department of Agriculture. Many local governments operate electric 
utilities. Their probiem must be taken to a separate branch of the United States 
Department of the Interior, the Defense Electric Power Administration. 

The problem of highway construction and maintenance, including urban 
streets, is common to all State and local governments. For claimant help in 
this area of activity the State or local administrator must consult the United 
States Bureau of Public Roads. If a new road or highway leads into a civil 
airport then the Civil Aeronautics Board must be consulted. 

In the field of civilian communications, our State or local administrator goes 
to the Administrator of the National Production Authority. If he has a problem 
about water or sewage he goes to the same source. If he wishes to construct 
any project using more than 25 tons of steel, he starts first with an application 
to a field office of the National Production Authority, follows his application 
to Washington through the Construction Controls Division of the National 
Production Authority, and then trails the application around the Capital as it 
goes through various claimant agencies for discussion and consideration. 

If our State or local executive has a construction problem for State or local 
community facilities not elsewhere specifically designated, such as fire or police, 
penal and adminstration, he goes hopefully to the Facilities Bureau of the 
National Production Authority. Finally, if he has a problem not related to 
construction which no one else can tell him anything about, he goes to the Office 
of Civilian Requirements of the National Production Authority where he will 
attempt to find someone to help him. 

If a person wished deliberately to design a method to make it as difficult 
as possible for ‘State and local governments to obtain their construction and 
supply needs, he could not have devised a more perfect instrument than the 
system described. In recent days the staff of NIGP, which is the Nationai 
Institute of Governmental Purchasing Agents, has guided its members through 
this Washington maze of claimants with weary and inconclusive results. Until 
a single central Government Requirements Bureau is established the Washing- 
ton scene so far as State and local governments are concerned, will be confusion 
compounded. 

How the construction and supply needs of 168,000 units of State and local 
governments will be met by this administrative hodge-podge of Federal depart- 
ment “empires” is beyond comprehension. As an example of the complete lack 
of coordination among claimant agencies and of knowledge of State and local 
government needs, a phase of the recently announced controlled-materials 
plan can be cited. Many units of government engage in the manufacture of 
various commodities such as traffic signals, furniture, automobile license plates, 
etc. They also operate extensive repair shops. They utilize large amounts of 
steel, cooper, and aluminum. Those in charge of CMP had no knowledge of 
this fact and made no provision for it. Likewise, none of the independently 
operated claimant agencies have done anything about it. 

It can be argued that the proposal to set up a single claimant agency is an 
administrative matter. Since December 1950 administrative officers of the 
defense production effort have been importuned to correct this situation. They 
not only have failed to correct it, but have made it even more impossible ad- 
ministratively. It is our considered judgment, therefore, that statutory action 
is the only way by which the public interest can be protected in this situation. 

We urge respectfully that the Defense Production Act of 1950 be amended to 
provide for a single central Government Requirements Bureau to serve as a 
claimant for the construction and supply needs of Federal, State, and local Gov- 
ernments and their tax-supported agencies. 


ESTABLISHMENT OF STATE AND LOCAL GOVERNMENT ADVISORY MACHINERY 


The basic job of this Bureau will be to provide and administer suitable prior- 
ities and allocations for State and local governments, to help them do effectively 
their essential job as partners of American production. 

The Defense Production Administration, the National Production Authority, 
the Office of Price Stabilization, and other agencies are now issuing daily a 
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flood of regulations and orders which are having a far-reaching effect on the 
whole American economy. State and local governments are feeling the impact 
of these new regulations as they administer their essential public services. 

In the formulation of the broadened control framework we observe that indus- 
try is consulted on every move. NPA industry committees and special com- 
mittees of business executives, as provided by the Defense Production Act of 
1950, give advice on every step of the program. Certainly the wide experience 
of American business executives is essential in framing such programs. By 
the same token we believe that State and local public purchasing executives 
and other officials should be consulted, not only in the formulation of regulations 
directly affecting them, but should also have an opportunity to explore, prior 
to promulgation, the effects of proposed orders and regulations on State and 
local services. State and local governments are partners of American produc- 
tion. They are not being treated that way by the administrators of the defense 
production effort. 

For the last several months NIGP has urged upon those in charge of defense 
production the creation of advisory committees of State and local government 
officials. These pleas have not been heeded. 

Here again it may be argued that this is an administrative matter. It is clear, 
however, that reluctant administrators will not take such steps. 

We therefore respectfully urge that the Defense Production Act of 1950 be 
amended to mandate the establishment of advisory committees of State and local 
officials to the Administrator of the Defense Production Administration, the 
Administrator of the National Production Authority, the Administrator of the 
Office of Price Stabilization, the Director of the Government Requirements 
Bureau (if such an agency is established by statute), the Director of the Office 
of Civilian Requirements of the National Production Authority. We also urge 
that the statute direct that such advisory committees be established at other 
points deemed necessary in the light of administrative experience. 


THE CONTINUANCE AND STRENGTHENING OF PRICE CONTROLS 


We who are the “businessmen” of State and local government have the same 
abhorrence of economic controls as do the members of the private business 
community. However, under present conditions we believe the only sound course, 
so far as State and local governments are concerned, is to continue and to 
strengthen price controls. 

All governments, including the Federal structure, are finding that the value 
of the tax dollar is shrinking because of increased costs of construction and 
supplies. State and local governments with limited revenue sources and fixed 
statutory budgets are confronted with serious problems in stretching the tax 
dollar. For example, a commodity tabulation prepared by the city purchasing 
agency of Milwaukee listing 28 commodities shows percentage increases in 1951 
prices over 1950 prices ranging from 14 to 74 percent. Milwaukee officials 
estimate that price increases will cost the city an additional $4,000,000 in 1951 
which was not anticipated when the current budget was adopted. In Essex 
County, N. J., the county purchasing office points out that there is a rise of from 
10 to 120 percent in 1951 prices over 1950 averages on items the county must 
purchase to supply its hospitals and institutions. The department of purchase 
of Cook County, Ill., has shown in a recent study that between December 1950 
and February 1951 the price of basic foods went up 24.8 percent, dairy products 
23.12 percent, meats 40.1 percent, and fuel oil 67.06 percent. Recent testimony 
before the Appropriations Committee of the United States Senate shows that 
defense costs of some military items have increased as much as 348 percent 
above prices in effect just prior to the Korean conflict. 

We, therefore, respectfully urge the continuance and strengthening of price 
controls to check inflationary trends which, if continued, will create fiscal chaos 
in all tax-supported agencies. 


CLARIFICATION OF APPLICABILITY OF PRICE-CONTROL REGULATIONS FOR SALE OF 
COMMODITIES AND SERVICES TO STATE AND LOCAL GOVERN MENTS THROUGH SPECIFIC 
STATUTORY EXEMPTION 


Under title 7, section 702, of the Defense Production Act of 1950, paragraph 
(a) provides “that no punishment provided by this act shall apply to the United 
States, or to any such governments, political subdivision, or government agency.” 
In the same'paragraph the word “person” is defined to include “the United 
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States, or any agency thereof, or any other government, or any of its political 
subdivisions, or any agency of any of the foregoing.” 

It is clearly the intent of the Congress that the act should not apply to State 
or local governments since it specifically exempts them from punishment for 
any failure to adhere to the act. 

NIGP has endeavored to obtain from the Office of Price Stabilization inter- 
pretations concerning the applicability of the act to sales of commodities or 
services by State or local governments. 

Ceiling Price Regulation No. 5 on iron and steel scrap specifically included 
the application of the regulation to sales of such materials by State and local 
governments. In view of the fact that State and local governments cannot be 
punished for failure to adhere to the Defense Production Act of 1950, NIGP 
requested Price Stabilization Director Michael V. DiSalle to explain the apparent 
inconsistency between CPR 5 and the law. Mr. DiSalle wrote to the institute as 
follows : 

“We are in receipt of your letter of February 9, 1951, reqesting clarification 
of the position of State and local governments under CPR 5. By the definition 
of the term ‘person’ in CPR 5 and in section 702 of the Defense Production Act, 
State and local governments are included. While you are correct in stating that 
such governmental bodies are not subject to the usual penalties, this does not by 
implication give such bodies the right to sell in violation of CPR 5. It should 
be added that persons dealing with governmental bodies in sales over the ceiling 
prices will be subject to the penalties provided in the Defense Production Act.” 

It would appear from the response by Mr. DiSalle that, while governments 
cannot be penalized, those who deal with them ¢an. 

In another communication NIGP sought a ruling as to whether ceiling price 
regulations applied to sales of salvage and surplus property by the Common- 
wealth of Virginia. The institute received the following letter from Mr. Harold 
Leventhal, chief counsel of the Office of Price Stabilization : 

“Your letter of March 13, 1951, addressed to Mr. Michael V. DiSalle, Director 
of Price Stabilization, has been referred to me for reply. I regret the delay in 
answering you. You enclose a letter from Mr. Arthur B. Gathright, director of 
the division of purchasing and printing of the Commonwealth of Virginia, in 
which Mr. Gathright asks whether the law and general price-contro] regulations 
based thereon apply to sales of the State of Virginia of items of salvage and 
surplus property under competitive bidding procedures. The Defense Production 
Act of 1950 is specifically applicable to State governments, since section TO2 (A) 
provides that the word ‘person’ as used in that act includes ‘the United States 
or any agency thereof, or any other government, or any of its political subdivi- 
sions, or any agency of any of the foregoing.” The General Ceiling Price Regu- 
lation issued under that act contains a similar provision in section 22. That 
regulation, therefore, applies to sales by the State of items of salvage and surplus 
property sold under competitive bidding procedures, since it does not appear that 
any of such items are included in any of the specific exemptions and exceptions 
listed in section 14, as amended. This letter is written in the light of and is 
confined to the facts of your particular situation as described by you.” 

State and local governments operate a great many services comparable to 
those provided by private enterprise, but without the profit motive. NIGP has 
requested the Office of Price Stabilization to interpret the applicability of the 
statute to such services as mass feeding facilities, golf courses, swimming pools, 
and concessions in public parks and other public places. No reply has as yet been 
received. So far as public utilities are concerned, they appear to be exempt from 
the operation of title 4 of the Defense Production Act of 1950. 

State and local governments would, of course, as a matter of public policy, 
attempt to adhere to all Federal orders and regulations in the price-control field. 
However, it appears that the Congress did not intend to apply such regulations 
to their operations, since they are service rather than profit-making institutions. 

We therefore respectfully recommend that the Defense Production Act of 1950 
be amended to specifically exempt all State and local governments and their 
respective agencies from the application of price-control regulations to their sales 
of commodities and services. 

It is our earnest belief that with these changes in the Defense Production Act 
of 1950 there will be more balance between pubiic and private interests. If those 
amendments are made, American communities, which are centers of American 
production, will be able to get the tools to do their vital job of providing essential 
publie services for the defense effort. 
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Senator SparkMAN. At this point I ask that the staff obtain the 
statement from the National Production Agency relating to industry 
meetings showing the number of meetings that have been held and 
the number of industry advisory committees that have been set up. 

(The NPA advised that it had formed 387 industry advisory com- 
‘mittees as of June 6, 1951, and that 407 meetings of these committees 
had been held since October 1950. The OPS advised that it had 
formed 263 industry advisory committees by June 1, 1951; of this 
number, 225 committees had held 263 meetings. Lists of the NPA 
and OPS committees, and information concerning their memberships 
and meetings, are on file with the committee. Additional informa- 
tion will be found in the record, beginning on p. 875.) 

Senator SparKMAN. The committee will stand in recess until 10:30 
tomorrow morning. 

(At 1:20 p. m., a recess was taken until Thursday, June 7, 1951, 
at 10:30 a.m.) 
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THURSDAY, JUNE 7, 1951 


. Untrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 


The committee met, pursuant to recess, at 10:30 a. m. in room 301 
Senate Office Building, Senator Burnet R. Maybank, chairman, 
presiding. _ 

Present: Senators Maybank, Benton, Robertson, Frear, Moody, 
Capehart, Bricker, Ives, Schoeppel, and Dirksen. 

Also present: Senator Kanaganayagam, of Ceylon. 
The sa The committee will come to order. 

We will hear first from Senator Long this morning. I might say 
to you, Senator, that I am sorry you were delayed yesterday and could 
not present your statement. 

Senator Lona. I understand, Mr. Chairman. 

The Cuarrman. Will you proceed in your own way, please, Senator. 


STATEMENT OF RUSSELL B. LONG, A UNITED STATES SENATOR 
FROM THE STATE OF LOUISIANA 


Senator Lone. Mr. Chairman, I suggested an amendment to this 
act. 

The Cuarman. Without objection the amendment will be made a 
part of the record at this point before you make your statement. 

(The amendment referred to follows :) 


[S. 13897, 82d Cong., Ist sess.] 
AMENDMENT 


Intended to be proposed by Mr. Lone to the bill (S. 1897) to amend the Defense 
Production Act of 1950, and for other purposes, viz: At the proper place in the 
bill insert the following: 


Section 1. That the sum of $100,000,000 is hereby authorized to be appropriated 
as an emergency fund to be expended under the direction of the Secretary of 
the Army and the supervision of the Chief of Engineers in the immediate con- 
struction of river and harbor and flood control improvements required in the 
interest of national defense: Provided, That any such improvement, or a useful 
part thereof, can be substantially completed in one fiscal year: And provided 
further, That pending the appropriation of said sum, the Secretary of the Army 
may allot, from existing river and harbor and flood control appropriations, such 
sums aS may be necessary for the immediate prosecution of such improvements, 
those appropriations to be reimbursed from the appropriation herein authorized 
when made, 

Sec. 2. Funds provided pursuant to this Act shall be expended on any river and 
harbor or flood control improvement only after certification by the Office of 
Defense Mobilization of the importance of said project to national defense. 
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The Cuarrman. You do not desire to read it? 

Senator Lone. I would like to explain it, Mr. Chairman. The pur- 
pose is to place emphasis on the Selenes phase of our navigation and 
flood-control program. As you know, Mr. Chairman, being a mem- 
ber of the Appropriations Committee, to obtain improvements of our 
waterways or to obtain additional flood-control works, we have to go 
through a long process involving hearings by the district engineers, 
recommendations of the Chief of Engineers. Then we go before 
the Public Works Committees of the Senate and House. After we 
get an authorization, we, of course, go back before the Appropriations 
Committees to obtain an appropriation, and that usually takes a long 
period of time, and there is a very good reason for it. In normal 
times there is no reason why we should not go through these delays 
that aftentimes run into 4 or 5 years. However, with the defense 
emergency being what it is, it would seem to me that we should 
authorize the Defense Mobilizer to expedite projects that would very 
materially contribute to national defense. 

The CuarrmMan. Has he not got authority now? 

Senator Lone. I do not believe so, Mr. Chairman. That is the 
reason this amendment is suggested. 

Just to give you an example of the type of thing I have in mind, 
we have some dilapidated locks out in Keokuk, Iowa. If there was a 
breakdown in those locks, and they are in very bad condition, then 
the movement of petroleum products, coal, and various other items 
between points north of Keokuk and the ports of Rock Island, Moline, 
Muscatine, Burlington, Clinton, Davenport, Dubuque, Winona, Min- 
neapolis, would be virtually shut off as far as water transportation is 
concerned and it would be very difficult for the rails to carry that 
tremendous burden. 

We have a similar situation in my own State. I might mention 
there is a project that would cost about $15,000,000 for the locks that 
would be needed. 

The CHarrman. Where is that? 

Senator Lone. That is in Iowa. 

The Cuarrman. I mean in your State of Louisiana. 

Senator Lone. In my State, we have under consideration a project 
that I am sure will be favorably recommended, to dredge in the Afcha- 
falaya Basin, about 10 miles that would shorten by 125 miles the dis- 
tance by water from southwest Louisiana and Texas to carry raw 
materials of that area up to the North and the Middle West. That 
would be like having an enormous amount of additional barge capacity 
by the distance that one would save by having that waterw ay opened 
up. If we go through the ordinary processes, which in pre acetime we 
would have no objection to doing, it would take several years to get 
to that point that the Appropriations Committee will make it possible 
to open up that channel. 

On the other hand, if it were possible, and I-propose in this amend- 
ment for the defense mobilizer to consider whether or not this is 
needed for national defense, it might be possible to proceed immedi- 
ately to work on this project. This amendment would propose that 
funds could be used that have been appropriated for flood control and 
navigation to put these defense projects under immediate construction, 
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providing that within 1 year the entire project would be completed, or 
a useful segment of that project completed. 

There are many other examples that I could give. For example, 
there is a large aluminum plant under construction at Corpus Christi, 
Tex. In order to get the full use of that aluminum plant you are going 
to have to have an improvement of the channel in that area. You i have 
a large steel plant being oer ucted at Trenton, N. J. It might be on 
the Pennsylvania side; I am not sure. There is indicated water 
transportation in that area to make possible the full use of this plant 
and to enable its development. 

Now, we have already provided these accelerated amortizations that 
have affected rail transportation. As you know, Mr. Chairman, and 
as you have several times explained on the floor, the amortization 
allowance is practically the same thing as the Federal taxpayers pay- 
ing for some of these projects in the interest of national defense. 
Private industr y is constructing to improve our rail system and various 
other things. I see where many of our railroads are being almost 
completely. rehabilitated by accelerated amortization allowance. If 
we are going to do that for the railroads, it would seem to me that we 
ought to get our waterways in shape if we can so that they can con- 
tribute to defense. I believe we could accelerate and get it done in a 
much shorter order if we did have an amendment of this sort that 
enabled us to expedite and speed up our waterway projects, either in 
terms of navigation or flood control, which would immedi: itely con- 
tribute to the defense effort. 

The Cuarrman. I will call attention to your statements and the 
plight of those industries in the full committee when we meet next 
week, and every consideration will be given to your amendment. We 


are sorry you were delayed yesterday and appreciate your coming 
this morning. 

Senator Lone. Thank you. 

The Cuarrman. Without objection, I will file for the record, at the 
request of Senator Lehman, of New York, the statement which he has 
presented for the record. 

(The statement referred to follows :) 


UNITED STATES SENATE, 
Washington, D. C., June 5, 1951. 
Hon. BuRNET R. MAYBANK 
Chairman, Senate Banking and Currency Committee, 
United States Senate, Washington, D. C. 


My DreArR Mr. CHAIRMAN: As you know, I had suggested to you informally 
that I wished to appear before the Banking and Currency Committee to testify 
concerning S. 1897. I have strong views concerning this legislation, especially 
concerning the necessity of continuing the various authorities contained in it. 

I had worked up a statement which I had expected to present. I now under- 
stand that the hearings will end on Thursday of this week. Unfortunately, I have 
a speaking engagement of long standing in New York City on Wednesday and 
will be absent from Washington on that date and on the morning following. 

I am therefore sending you a copy of my written testimony with the request 
that it be included in the record of the hearings. I hope this will be agreeable 
to you and to the members of the committee. 

With kind personal regards. 

Very sincerely yours, 
HERBERT H. LEHMAN. 
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STATEMENT OF HERBERT H. LEHMAN, A UNITED STATES SENATOR FROM THE Strat: 
oF NEw YORK 


I appreciate the opportunity to appear before this committee to urge not onl) 
the extension but the broadening and tightening of the Defense Production Act 
of 1950. Extension of this act, which expires at the end of this month, is as 
vital to our national safety as voting the funds for military preparedness ; impro\ 
ing the act while extending it is imperative if we are to hold inflation in check. 

Before I outline my views and suggestions on the particular legislation before 
you, I want to take this opportunity to voice my appreciation, as a Member of the 
Senate, for the manner in which the members of the Committee on Banking and 
Currency have been undertaking this most arduous and thankless task before you 

From all of the information I have received on these hearings, and from my 
own attendance at several of these sessions, I believe they have been models ot 
inquiry for fact and for understanding in a field which is very complex and 
subject to much disagreement. 

As a Member of the Senate I am proud of the high plane of this inquiry, becaus: 
out of it, I am sure, will come advice and recommendations which the rest o! 
us in the Senate, and which the general public, can rely upon as sincere and 
objective. It is because your search for fact has been so forthright that I hav 
asked for this opportunity to present to you some of my own thoughts on thi 
serious and difficult problem before you. 

First, there is the question: Do we need this legislation, or any legislation o 
this general nature? 

The Defense Production Act of 1950 was and is, as its name implies, an act to 
enable America to produce for defense. Every part of that act was written int: 
law as a load-bearing component of the structure of defense production. 

It is very easy sometimes, under the stress of particular inconveniences caused 
by separate parts of that act, to forget that this act represents a planned edifice 
and not a haphazard jumble. Congress, itself, developed the structure of this 
act last year. In operation the act, on the whole, has worked well. There wer: 
inadequacies in it, but many of them were worked out. We have already seen 
some real and dramatic achievements under this act. 

Under the leadership of an eminent production genius from my own State of 
New York, Defense Mobilizer Charles E. Wilson, we have used the powers of this 
act in only a few short months to start reconverting this great Nation into a new 
arsenal for the survival of world freedom. And an inflation which was rapidly 
getting out of hand has, temporarily, at least, been checked. 

Under able men of high standing, both the production and stabilization pro 
grams provided for in this act are showing results in their respective fields. | 
think that is something for the Congress, and particularly for the members of 
this committee who were so instrumental in drafting the act, to view with pride. 

If the act were to die with this month, these programs would end. Can we 
let them end? Are we now so strong, is our security so certain that we can 
now look east to Europe and the Middle East, look west across the Pacific, and 
look north over the polar air route and say, confidently, that we are safe—anid 
that freedom is safe? 

Gentlemen, I do not think so. Furthermore, I cannot think that you think so 
either. 

We may individually disagree on many things, but on the basic principle on 
which this act was constructed—the principle that America is in danger because 
freedom everywhere is in danger—on that principle, to repeat, I think there is 
no disagreement here among us. 

The Defense Production Act was enacted last year to strengthen us in the fac 
of that visible danger. And although that act is helping us daily to become 
stronger, we are not strong enough—we are far from strong enough—to consider 
the danger met. 

No one who recognizes the expansionist and aggressive designs of the Com 
munist conspiracy against mankind could possibly consider allowing this act to 
expire. The issue is as clear as that. Were this act to expire, and the programs 
under it to end, the Kremlin, I am sure, would rejoice. It would be a great 
advantage for the.enemies of freedom. 

We need, of course, the production phases of this act. It is inconceivable that 
we would discard them. Production is the keystone of our defense. To assur 
the success of our production drive, however, we need the stabilization phases of 
the act. The two are inseparable. 
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It appears likely that the production phases of the act will not be seriously 
challenged in the legislative stages ahead, but the stabilization phases have 
already been exposed to serious and determined attack. 

The fact is, gentlemen, that we have no choice but to extend this act if we are 
to remain vigorous and increase our strength, and if we are to continue to give 
leadership and strength to nations which are our allies in the battle for freedom. 

Why should this be? There is no dearth of answers in the testimony which 
has been given during the many long days of hearings before this committee. 
The answers are many and varied, but I think that upon analysis they all 
resolve themselves into this one general theme: 

“Prevent inflation by stabilization policies which do not, however, interfere 
with my business.” 

That would mean, in particular instances: Do not control prices and wages; 
do not use severe credit policies; do not touch profits; do not control rents; 
do not interfere with speculation in the necessities of life; do not concern 
yourself over food prices ; do not stabilize me. 

There is, in my opinion, little likelihood that the special-interest pleadings 
reflected by these suggestions have gone unrecognized by the committee for what 
they are—economic selfishness in time of crisis. I have too much faith in this 
committee to believe that you would yield to these please for special preference. 

At the same time, however, there is an undeniable attractiveness to the idea 
advocated by many special-interest groups—that of achieving stabilization and 
preventing inflation by reliance on the so-called indirect controls alone—on 
anti-inflationary tax policies, anti-inflationary credit policies, economy in Goy- 
ernment, and so on. 

There is, of course, no doubt that if taxes siphoned off more excess-spending 
power, people would have less money with which to bid against each other for 
limited supplies of goods. 

There is no doubt, furthermore, that if severe credit policies were imposed 
alongside such a rigid tax policy, spending power would be further restricted 
and inflationary dangers held down. 

You have been urged to meet the challenge of inflation by reliance primarily 
and exclusively upon such means. You have been urged to strike from the 
Defense Production Act its authority for the control of prices and wages. 

But do we now have, or do we have the prospect of soon having, a tax bill 
which would impose such Draconian control over the spending power of our 
people? The answer is, of course, “No.” We should, of course, increase taxes 
to put our defense spending on at least a pay-as-we-go basis. The pending tax 
bill, however, will not do that over the long run. We will need that bill and 
additional tax bills later; but we will not get those absolutely essential tax reve- 
nues—revenues even sufficient to pay for our defense program—without a 
bitter battle in which the very elements which now say “Tax to beat inflation,” 
will certainly then be saying “Don’t tax us.” 

Do we now have, or do we have the prospect of soon having, a credit policy 
which, joined with an adequate tax program, will hold down purchasing power 
to snfe limits? The answer is again, I believe, “No.” 

We have a credit policy now which is, in many respects, severe on some groups. 
This bill would extend that credit policy to some degree. The leading organi- 
zational spokesmen for American business have come before you to declare for 
a strict credit policy ; but, meanwhile, many of the businesses these organizations 
ostensibly represent have themselves been providing you with vigorous argu- 
ments for the relaxation, if not elimination, of many of the credit restrictions 
already in effect. The battle over credit policy in this legislation will be a bitter 
one, and intelligent credit policies—absolutely essential minimum credit policies— 
may not survive that battle unless the Congress shows real fortitude and deep 
insight into the inflationary problem. 

Should we then succumb to the blandishments of slogans which ask us to 
defeat inflation “the easy way”—with indirect controls alone? It is impractical; 
it is impossible. 

I will fight alongside the members of this committee for the kind of integrated 
and comprehensive anti-inflation legislation which we need in this emergency. 
It must necessarily include all the esesntial elements of a real defense against 
the monster of inflation threatening our wage earers, our small-business men, 
our farmers, and, yes, our Government, too 

Higher taxes and stiffer credit policies sufficient by themselves to siphon off 
inflationary pressures would, in a democracy such as ours, invite repeal. If, 
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while we enforced stern fiscal policies, we gave no protection to the individual 
citizen against the gouger and the chiseler, we would be overwhelmed by a 
violent public resentment. 

For in a full employment defense economy, with scarcities of goods and unre- 
stricted prices, the more our tax load bites into take-home pay, and the more 
it bites into agricultural or small business profits, and the more it bites into the 
landlord’s rent receipts, the more the wage-earner, the farmer, the businessman, 
and the landlord is each going to seek to catch up—to restore and hold if not im- 
prove his standard of living—either by clamoring for tax reduction or by seeking 
higher wages, higher prices, higher profits, higher rents. This is a perfectly 
natural reaction, a completely human one. We may pehaps deplore it; but 
deploring it would not check its ravages on the economy, the morale, and the 
strength of America. 

Unless prices and wages are visibly stabilized, the great mass of people will 
not accept the other elements of an anti-inflation program. That is a basic 
fact of life. 

We must have higher taxes and we must have even stronger restrictions on in- 
flationary credit. But to make these indirect controls effective in relieving the 
major pressures for inflation and to assure their survival, we must back them 
up and reinforce them with effective price controls which protect the consumer, 
the family, the small entrepreneur, the nurse, the school teacher, the social- 
security pensioner, the people. 

Wage controls and salary controls are not attractive to us as individuals and, 
in fact, do cause many hardships. But I am convinced that the wage earners 
and the salary earners of America are reasonable enough and patriotic enough 
and intelligent enough to agree to these restrictions if at the same time they feel 
protected against the threat of a sinking dollar in a flood of inflation, and if they 
are convinced that all our citizens are making an equal sacrifice. 

We have tried to give labor and the salaried man these assurances under the 
programs now in operation. Prices, at long last, are steady and in many cases 
are falling. In turn, we have a wage policy which limits severely the freedom 
of labor to obtain the wage increases a tight labor market could easily provide. 
I am sure that labor is not overly enthusiastic about it, but at the same time 
labor has demonstrated in this crisis a patriotic willingness to make its proper 
sacrifice if others will make theirs. 

Some elements of the business community, unfortunately, have not been equally 
willing to bow to the restrictions which inevitably must be placed upon them if 
inflation in prices is not to lead to inflation in wages, and the two together to 
inflation and disaster for all America and the free world. 

As I said earlier, the Defense Production Act of 1950 has, on the whole, pro- 
vided us with excellent statutory equipment for meeting the challenge to our secu- 
rity posed by an aggressive imperialism outside our borders which has required 
us to set loose inflationary forces within our borders. 

It is my fervent hope, however, that you will do more than reenact the present 
law. I hope you will recognize the inadequacies in this law, which is an imper- 
fect instrument for meeting the inflationary pressures which will mount alarm- 
ingly as our defense spending inches up to the rate of $50,000,000,000 a year. 

Rent control, now expiring in separate legislation at the end of this month, 
must be renewed and made more effective. Present rent-control policies have 
drilled sizable holes in the dikes against inflation. 

The expiring rent law is a decontrol law. Communist expansionism has out- 
moded the economic luxury of rent decontrol. Yet I do not favor the restoration 
of rent control except where, as, and when needed. 

As I understand the pending bill, tithe IV-A does not at all provide that rent 
controls shall automatically be applied to every housing unit in the United 
States. It does contemplate that rent control should be invoked in areas in 
which rents have risen or can surely be expected to rise because of the added 
demand as a result of defense activities. This added demand may be found in the 
vicinity of military installations and critically affects the members of our 
Armed Forces and their dependents. 

Over a month ago the situation was sufficiently acute to prompt some of my 
constituents to bring it to my attention in very dramatic terms. On April 9, 
1951, I inserted in the Record several letters complaining of housing conditions 
in and around military installations and other areas. 

There has been and will be an increasing demand for housing for defense 
workers. This increased demand could very well lead to profiteering unless 
housing units in these areas are subject to controls. We have already had some 
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examples of price increases in the vicinity of military and defense installations. 
We cannot doubt that there will be other examples when we feel the full impact 
of our defense program. 

My own State is relatively safe against this threat of rent inflation directly, 
but we in New York would suffer with Americans in all States if rent inflation 
in defense areas and elsewhere undermined the entire stabilization program. 

The cost of rent in the average family budget is so great a part of the budget 
that wage controls would, of necessity, collapse in a rent inflation. 

Witnesses for the National Association of Real Estate Boards have provided 
an interesting insight into their basic psychology with their testimony here to 
the effect that the way to solve the problem of high rents is to let them go higher. 

They have told you that we will get more rental housing on the market that 
way. 

If the real-estate interests can tell us how we will build enough rental housing 
in the next few years to obviate the need for rent control now—while we are 
trying to discourage new construction wherever possible—then pleas for land- 
lord preferment in this emergency might reasonably be looked into. 

But, in the meantime, these interests, who do not speak for the majority of 
pariotic and fair-minded landlords of this country, would do well to join us 
in the battle for the survival of freedom by joining us in the battle against 
inflation. 

Those whose business and livelihood depend largely on the promotion of home 
ownership among Americans should be the last, I would think, to urge policies 
which could only result in inflation and a resultant collapse in every real-estate 
value, 

I should like to say in conclusion that when this committee completes these 
long and, I am sure, wearing and often exasperating hearings, and when you 
report out a bill which will stand up to the dangers we face, not only the rest 
of us in the Senate, but all Americans will thank you. You will have performed 
a duty of transcendental importance. You will have done this Nation, and the 
world, a magnificent and patriotic service. 

The Cuamman. I will say that last evening the Justice Depart- 
ment sent its statement to the committee as to the effects it would 
have on the Antitrust Division if various business groups or associa- 
tions were permitted to sit in on the meetings of the executive sessions 
of the National Production Authority. It has been inserted in the 
record. 

(The statement referred to will be found on p. 887.) 

The Coatrman. Senator Underwood, I understood you wanted to 
make a short statement about meat. 


STATEMENT OF THOMAS R. UNDERWOOD, A UNITED STATES 
SENATOR FROM THE STATE OF KENTUCKY 


Senator Unperwoop. Yes; that is right. I have a copy here of the 
Live Cattle Order CPR-23, which was issued from the Office of Price 
Stabilization. On page 3 it says: 

Slaughterers in determining their adjusted cost for compliance purposes must 
add 20 cents per hundred pounds live weight to the purchase weight of all cattle 
not bought at those stockyards other than livestock markets. 


Now, in the original text of that order there was no such phrase 
as “other than livestock markets.” 

Senator Carenarr. Will you read that again, please ? 

Senator UnpERwoop (reading) : 


Slaughterers in determining their adjusted cost for compliance purposes must 
add 20 cents per hundred pounds live weight to the purchase weight of all cattle 
not bought at those stockyards other than livestock markets. 


The CuatrmMan. I understand that eliminates certain sections of 


Kentucky. 
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Senator Unprrwoop. Not only Kentucky but anywhere there are 
little livestock es 

The Cuatmman. I did not mean to single out Kentucky, but it 
affected many States, but particularly Kentucky, so that those people 
could not slaughter cattle. 

Senator Unperwoop. That is right. 

The CuarrMan. So, therefore, that would make a meat shortage 
unless it is changed. 

Senator Unprerwoop. Absolutely. . That plays into the hands of the 
big terminal markets, and would put out of business the little stock 
markets which have been not only the salvation of the farmer but 
kept the meat flowing into the markets in an orderly pattern, and help 
set the price. 

Senator Carenart. Will you give us the exact effect that has on 
the little man in the small towns? 

Senator UNprERwoop. It is just a discriminatory discours agement to 
him. It might not put him out of business, but what is the sense in 
going in there and giving an advantage? They say the reason for 
that is because they are “adding the railroad freight. Everybody 
knows that most of this cattle or livestock that is shipped i in is trucked 
in. They do not pay any railroad freight. You take those central] 
Kentucky livestock markets that are close to Louisville and Cin- 
cinnati, they are within 80 miles. They get the same kind of cattle 
brought in in just exactly the same way. While they are all con- 
stituents of mine, the terminal market just as the little livestock 
market, I do not want to see the farmers penalized for some provision 
that evidently was not fully understood or considered. 

The Cuatrman. Let me ask you this: Is that legal under the law 
as it now exists / 

Senator Unperwoop. So far as I.know it is legal. 

The Cuairman. Would you suggest an amendment that would 
perhaps clarify this matter? 

Senator Unperwoop., I have not written out a suggested amendment, 
but I think it ought to be considered. 

The Cuamrman. The OPS, in whatever they did in freezing meat, 
certainly should have considered the effect it would have on the smaller 
dealers, because that does not help the price any. 

Senator Unperwoop. Not at all. It just plays into the hands of 
the big packers and terminal markets. 

Senator Carpnartr. Are they going to pay more or less for the 
cattle? 

Senator Unperwoop. There is no reason why they should not pay 
the same. 

Senator Carenart. Does the effect of this order require them to 
sell the meat at less than the big packer does? 

Senator Unperwoop. No. The terminal market sets the price while 
the little livestock auctions sell them at auction, but the price 
corresponds. 

The Cuarrman. What did Mr. DiSalle say? 

Senator Unverwoop. I talked to Mr. Erickson and I explained the 
matter, I thought, thoroughly to him, and he just did not say anything. 

The Cuarman. Of course, that is a law. 

Senator Unprerwoop. Then if an unfair, regulation is going to be 
made under the law, I think that the law ought to be changed. 
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The Cu#arrman. How would we change the law ? 

Senator Unperwoop. If you would like for me to, I will get you a 
proposed amendment written up and submit it. 

The CuHarrMan. Suppose you do that, Senator, because it is not the 
idea of the committee to work a hardship on one type of slaughterer 
because it does not stop inflation. 

Senator Unprerwoop. That is correct. 

The CuarrMan. It does not reduce prices any. 

Senator Unperwoop. Not a bit. Of course, what actually makes 
the difference is the shrinkage in the distance they ship the cattle. 
That gives an advantage to the terminal market anyway. 

The CuatrMan. Suppose we ask the staff to get a report from Mr. 
Erickson about the order, and in the meantime you write a suggested 
amendment, before we write the bill next week. I would like to have 
the amendment sometime today because we would like to send the 
bill over to be printed tomorrow. 

Senator Unperwoop. Very well. Let me ask you just one more 
question. Is the amendment that you introduced for yourself, Mr. 
Robertson, and Mr. Chapman, last year, in regard to tobacco 
unchanged ? 

The Cuamman. We have not considered it. 

Senator UnpEerwoop. Thank you. 

The CuHatrman. There are no changes written in that. 

Senator Unperwoop. I think it has worked perfectly, and I am glad 
you have not. 


The Cuarrman. Thank you, Senator. 

Senator Unperwoop. Thank you, sir. 

The Cuarrman. The next witness will be Mr. Green of the American 
Federation of Labor. Do you wish Mr. Hayes to come at the same 
time? If there are any of your associates you want at the table with 
you, you are welcome to have them. 


STATEMENT OF WILLIAM GREEN, PRESIDENT, AMERICAN FEDER- 
ATION OF LABOR, ACCOMPANIED BY PETER HENLE, ASSISTANT 
ECONOMIST, AMERICAN FEDERATION OF LABOR 


Mr. Green. Thank you, sir. 

The Crarrm a Do you wish to read this entire statement ? 

Mr. Green. I should like to, yes; if you have the time and will per- 
mit me to do so, 

The Cuarrman. I just wanted to know your wishes. 

Mr. Green. Thank you. 

Mr. Chairman and members of the committee, I appreciate this 
opportunity to appear in behalf of the American Federation of Labor 
to present to you our views concerning the Defense Production Act. 

This is now the fifth week in which your committee has been hold- 
ing hearings on the extension of this law. During an extended set 
of ‘hearings of this type, emphasis is often placed on some of the minor 
and more technical details of this legislation. The broader issues in- 
volved are often lost among the maze of detailed arguments for specific 
changes in technical language. 

The Cuarrman. Mr. Green, if you will permit me to interrupt at 
this point, I see that the State Department has Senator S. R. Kana- 
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ganayagam, of Ceylon, here. I would like to say that we are very glad 
to have you with us, Senator. If you would care to have a seat at the 
table, we would be glad to have you with us. 

Senator Kanacanayacam. Thank you, Mr. Chairman. 

The Cuarrman. Now, Mr. Green, will you proceed, please. 

Mr. Green. Thank you, Mr. Chairman. 

For this reason, I think it is important at the outset to emphasize the 
attitude of the American Federation of Labor toward the Defense 
Production Act and the problems raised by its extension. In my 
opinion, there is no more important factor in the fight of the free 
world against Soviet imperialism than the outcome of your delibera- 
tions and the action that Congress takes on this legislation. Let us 
remember that no longer can we draw that sharp distinction that used 
to exist between foreign and domestic issues. Matters which used to 
be considered purely domestic, now carry a most significant impact 
on foreign affairs. In a very real sense, mobilization of the United 
States economy is the key to the mobilization of the free world agains 
Communist aggression. The building up of our economic strength 
is no less important than the building up of our military strength. 

This can be made clear by a simple illustration. 

Let us suppose that Congress decides in its wisdom that direct. con- 
trols over the United States economy are not needed. Let us suppose 
further that as a result, prices to workers, to consumers, and to the 
United States Government increase sharply during the coming months 
when inflationary pressures once again assert themselves throughout 
the economy. Is it not clear that the resulting inflationary spiral, as 
well as the accompanying chaos, confusion, and bitterness among thie 
American people would constitute a victory for the Soviets far beyond 
any military advance they could hope to gain on any battlefield / 
It would dissipate the Government’s military program, doom to failure 
the plans for defending Western Europe, and make impossible any 
real defense of the free world. 

This is why the task facing this committee is of such vital impor- 
tance to the whole country. That is why the subject of these delibera 
tions is a matter of grave concern to the membership of the American 
Federation of Labor and to all the American people. 

The Defense Production Act became law on September 8, 1950. It 
was designed as the basic law governing our economy during this 
defense program. But let us not fool ourselves about one fact: the 
real defense program is just now getting under way. We know that 
the Congress has authorized the expenditure of many billions of 
dollars to build up and equip our Armed Forces, to stockpile strategic 
‘aw materials, and to place this country in a greater state of readiness 
for any eventuality. The facts are, however, that there is always a 
considerable time lag between authorizing the expenditure and the 
actual spending of the allotted funds. 

It has been only recently that the funds authorized by Congress have 
actually started to find their way into our economy in substantial 
amounts. This flow of funds has been steadily increasing during the 
past few months and will continue to increase until our defense pro- 
grams will be absorbing 20 percent of our entire national economy. 

That is why in considering the Defense Production Act, we cannot 
merely think of the present. We must think of the future, of the 
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period of time during which this legislation will be effective. The 
Office of Defense Mobilization estimates that the maximum production 
impact of the defense program will fall early in 1952 (ODM Quar- 
terly Report, p. 9). Decisions concerned with this legislation cannot 
be governed by any complacency that the program is now running 
smoothly that inflation is being held in check, or that price increases 
have been halted. 

Whenever the question of the Defense Production Act is raised, 
there is always plenty of talk about controls. Every section of the 
law and every new amendment is opposed simply because it involves 
some type of control over our civilian economy. I submit that this 
type of reasoning is fallacious. Of course, the defense program will 
involve controls. Of course we will have to abandon some of our 
peacetime methods of doing business. ‘This country is in a war, per- 
haps not a world-wide shooting war, but a war nonetheless. By its 
very nature, war means a controlled economy. We cannot afford 
the luxuries of our peacetime existence. The issue is not whether 
controls are needed, but the type and character of the controls we will 
have to impose. Our problem is to work out the necessary controls 
without losing the strength and flexibility of our expanding economy. 

I am sure you gentlemen realize that the A. F. of L. has always 
staunchly defended the American system of competitive enterprise. 
That has been basic with us. Let there be no misunderstanding about 
that. In particular, unions cherish their freedom to fight for wage 
increases and for every improvement in living standards for the Na- 
tion’s workers. This is our basic reason for existence. Yet, in this 
critical period we are willing to live under restrictions placed on these 
rights, because we know that only in this way can the problem of in- 
flation be conquered. 

However, it is manifestly unjust to expect the workers of this coun- 
try to take this action unless Congress and the administration can 
develop a truly equitable defense program based upon the principle 
of equality of sacrifice. 

We have emphasized and will continue to emphasize this necessity 
for “equality of sacrifice” in sharing the burden of defense. There 
can be no absolute sharing of sacrifice, of course, since nothing can 
equal the sacrifice made by those who actually do the fighting. Yet 
it has been our contention that the defense program can and must 
be so conducted that the burden among different groups is distributed 
according to the ability to bear that burden. 

Let me point out how this principle can be applied more specifically. 
I want to review for you how the developments since Korea have 
affected the living standard of the average worker and his family. 

The single most important change, of course, has been the sky- 
rocketing of prices. Spectacular increases have affected all the ele- 
ments entering into the worker’s cost of living. Although there has 
been some increase in wages, this has not been sufficient to compensate 
for the increase in prices. In addition, increased income taxes have 
eaten into the amount of money available for family purchases. 

Workers inevitably lose out in a period of inflation because wages 
are fixed for specific periods of time through collective bargaining. 
hey can only : changed when collective-bargaining agreements are 
either terminated or reopened; they cannot be changed at will. That 
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is why organized labor places so much emphasis on the control of 
prices, because we know that during inflationary periods wages will 
never keep up with the increases in living costs. 

It is true that in certain industries workers have been able to in 
crease their earnings by working longer hours. However, any re 
sulting increase in pay represents increased income for increase«| 
effort. It does not come from any increase in wage rates. 

When prices are compared w ith wages, too much emphasis is often 
placed on workers in manufacturing ‘industries, who after all, com- 
prise less than one-third of all workers in nonagricultural industries 
We must, in addition, think of the workers in transportation, utilitie: 
trade, and service industries workers who may not have fared as well 
as the workers in manufacturing. 

Let me summarize wage and price developments since Korea by thi 
following table. 

(The table referred to follows :) 


Changes in wages for workers in various industries,-June 1950 to March 1951 





Average hourly earnings Percent change 








Industry a ma 
June 1950 a | March 1951 [Money wi ares Real wag 
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? During this period the cost of living increased 8.4 percent. 
? Estimated straight-time hourly earnings. 

Mr. Green. From June 1950 to March 1951 the cost of living in- 
creased 8.4 percent. 

As you can see from this table, the 8.4-percent increase in the cost 
of living has outrun the increases in wages in each one of these age 
tries. The net result is a serious decline in real earnings for all « 
these workers beginning with the outbreak of war in Korea. 

This then is the basic problem confronting the average worker and 
his family. Workers are perfectly willing to submit their wages to the 
restrictions of wage stabilization, but is it equitable or fair that they 
should find that their wages have fallen behind the cost of living! 
Only by developing a comprehensive, anti-inflationary program under 
which all the elements in the workers cost of living are effectively 
controlled can wage stabilization succeed. The new Defense Produc 
tion Act must lay the groundwork for this type of anti-inflation 
program. 

With this background, let me present to you the recommendations 
of the American Federation of Labor regarding the various provi- 
sions in the Defense Production Act. 


FOOD PRICES 


Purchases of food form the largest single item in the average family 
budget. Moreover, while a family can postpone the purchase of new 
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clothing, or can avoid buying a new car or refrigerator, the basic fact 
is that every family has to eat and has to spend over one-third of its 
average income on food. 

Since January 1950 food prices have increased at an extremely 
rapid rate. At wholesale, the increase has been 21 percent and at 
retail 15 percent. 

Preventing further price increases in food obviously is not a simple 
matter. It is particularly complicated because present provisions 
in the Defense Production Act preventsprice controls over those foods 
whose prices are still below parity. At the present time only about 
25 percent of the total food pure thased by an average f: umily can be 
brought under price control. The prices of the remaining foods, even 
though they have substantially increased during the past year, are 
still below parity. 

If the worker’s wages are to be regulated, he has every right to 
expect that the prices ‘of the foods he has to buy at the grocery store 
will be effectively controlled. ‘This does not mean that the farmer has 
to be deprived of the benefit of a fair market price for his efforts. We 
feel certain that an equitable arrangement can be worked out under 
which the farmer will receive a fair price and at the same time the 
worker will be assured that he will not have to pay continually high 
prices for his food. 

There is no simple formula for solving this problem. The Presi- 
dent has made only one recommendation on this point; namely, that 
the parity price for each crop should be calculated at the start of the 
marketing season and kept constant throughout that particular mar- 
keting season. This is how the Secretary of Agriculture sets prices at 
which the Government will support certain crops. Thus, this recom- 
mendation only puts into effect for price controls an arrangement 
which is already in effect for price supports. 

However, the President’s recommendation cannot affect the prices 
of those crops now below parity. These would still be beyond the 
authority of the OPS. To solve this dilemma, some people have sug- 
gested that we introduce again the type of consumer subsidies used 
so successfully by the Office of Price Administration in World War IT. 
The President in his message did not recommend the immediate use 
of the subsidy, but instead stated : 

If we find that we cannot hold the line on food prices with the proposals 
recommended here, we shall need to consider legislation authorizing the use of 
other devices, including limited food subsidies, to prevent necessary farmer price 
increases from being reflected in rises in the cost of living. 

The American Federation of Labor regards the use of subsidies as 
a measure of last resort. In view of the fact that the increase in prices 
has leveled off during the past 2 months, it may well be that subsidies 
will not be needed. However, if farm prices once start to climb up- 
ward, some arrangement will be needed to keep this increase from 
being reflected in retail food prices. We, therefore, recommend that 
the President be given authority to embark upon a subsidy program 
if farm prices once again start an upward climb. This authority 
to use subsidies should be : applied only when the price of a particular 
farm commodity is below parity. 
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RENT CONTROL 


The second most important expenditure in the average family 
budget is for shelter. In a period of inflation the prices that a family 
has to pay for shelter must be subject to control along with all other 
elements in the cost of living. 

Control over rents is part and parcel of the fight against inflation. 
We are glad to see that the President has placed the problem of rent 
control in its proper framework by recommending that it be included 
as an integral part of the Defense Production Act. 

The need for rent control is obvious. Although the present housing 
boom has passed all previous records, it has not been ne: arly suflicient to 
overcome our housing shortage. The 1950 census reports a vacancy 
rate of only 1.1 percent for all nonseasonal, nondilapidated dwelling 
units offered for rent. 

The present rent control law must be completely revised. It was 
passed in an atmosphere of rent decontrol rather than rent control. 
Under its provisions, many communities were allowed to remove 
themselves from rent control, under the assumption that the housing 
shortage in their communities had been overcome and that rents would 
not rise. This committee can judge for itself whether or not this 
assumption was justified. A recent survey of the Bureau of Labor 
Statistics states as follows: 

In nine areas where rents have been uncontrolled for from 2 to 18 months, from 
28 to 70 percent of all rental units have experienced rent increases. * * * 
In seven of the cities more than one-half of all rental units have had increases 
and in three cities rents have been raised in more than two-thirds of the 
MOI, ee, = 

Average increases in rents over the period for all units (including those 
dwellings which had no rent changes) range from 4 percent in Mobile to 23 
percent in Birmingham. Among the dwellings reporting rent increases, the 
average increase after decontrol varied from 17 percent in the Norfolk area 
to 35 percent in the Birmingham area. 

The CuatrrMan. Does Alabama have a State law? 

Mr. Green. There is no rent control in Alabama. There is none 
at all. 

Senator Bricker. They took it off all over the State? 

Mr. Green. Yes, sir. 

However, note the following fact: The largest increase in these 
cities after rent decontrol took place among those units which were 
renting for less than $30 per month. 

In other words, the low-income families have been the hardest hit by 
this wave of decontrol. 

The American Federation of Labor has the following recommenda- 
tions to make regarding the type of rent-control program which should 
be areeees 

. Place the rent control on a “for the duration” basis. 
. Establish rent controls immediately in all areas around military 
inst: utes 

The Cuarrman. Or any critical area, whether it be military or not. 

Mr. Green. Critical areas; that is right. 

3. Authorize rent controls where needed over all types of dwelling 
units, including new houses and conversions. This will involve recon- 
trol of many areas which have been decontrolled. and the estab- 
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lishment in some defense areas where they have never previously been 
imgpene 
Put strong eviction controls and effective enforcement proce- 
dures including triple damages for overcharges and illegal evictions. 
. Enforce mandator y reduction of rents where there are reductions 
ins service. 

6. To prevent price rises due to increased commercial rents, extend 
rent control to cover business est: ablishments. 

Adopt appropriate safeguards to protect living standards of 
iaitidiea service workers. 

In considering this rent-control legislation attention must be paid 
to the special problems of building-service workers. This is the only 
group of workers in our economy whose attempts to obtain equit: able 
wage increases have met difficulties because their employers have been 
subject to controls continuously since 1942. 

Although wage increases granted to building service workers consti- 
tute legitimate groups for seeking rent adjustments, the paper work 
and technical problems involved in granting these adjustments have 
made more difficult the settlement of w: age ‘disputes among building 
service workers. Moreover, these rent adjustments can only be based 
on the applic ation of each individual landlord, whereas w: age settle- 
ments normally cover an employer’s association in a large city with 
hundreds of individual landlords. 

Therefore, we recommend that a provision be included in the Defense 
Production Act which provides that rent increases or rent adjust- 
ments should be made where it is shown that such action is necessary 
to absorb wage increases. 


A rent increase sufficient to absorb the increase in wages should take 
place—on an area-wide or association-wide basis. 

In addition, we see no reason why luxury apartments renting for 
over $175 should not be decontrolled. This would also ease the settle- 
ment of labor disputes in this industry. 


MORE EFFECTIVE ENFORCEMENT 


No matter how fair and equitable price-control regulations may 
appear on paper, they will be useless unless they can be effectively 
enforced. 

Those who are tempted to disobey price-control regulations must 
learn that violation simply does not pay. We are not talking here 
about the occasiona! violator who misreads or misapplies through 
ignorance or misunderstanding a price-control order. Effective price 
control is not in danger from this type of violator. Rather, we are 
discussing the persistent and willful violator whose actions can under- 
mine the very foundations of price control. An honest businessman 
who finds that willful violators are able to gain financially by dis- 
obeying the law can only conclude that he has become a sucker for 
following the regulation. Under these circumstances, price-control 
regulations quickly become unenforceable. 

For proper enforcement, the Office of Price Stabilization must be 
able to reach both the seller and the buyer who trade at over-ceiling 
prices. It must make certain that the Federal Government does not 
subsidize these violators by paying for purchases made at over-ceiling 
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prices. It must be able to force restitution with appropriate penalti: 
of all charges made in violation of the OPS ceilings. 

We endorse the proposals made by the President for four chang: 
in the Defense Production Act to improve enforcement. These fo 
proposals would give the President authority to take the followin; 
action : 

Issue licenses in particular industries where price-control enforce: 
ment is particularly difficult. 

Disallow for tax purposes fines or penalties paid for over-ceili 
prices. 

3. Disallow for tax purposes the overceiling prices paid by buye: 

Remove the antiquated $10,000 limit on the amount of damag 
that can be obtained in actions to recover overcharges in violation o| 
price-control ceilings. 


CONTROL OF QUALITY 


Price control is at best an extremely difficult administrative opera 
tion. It is made more difficult by the fact that this country is not i 
a state of full mobilization for war. 

No one can blame businessmen for disliking the process under whic! 
the prices of their products are controlled. The administration o 
any price-control ebateait has to expect businessmen to seek way 
to circumvent the various price-control regulations. 

The operations of OPA during World War II proved that perhaps 
the most important way businessmen try to avoid their obligatio: 
under price control is by lowering quality under the pressure of a price 
ceiling. This reduction in quality can take many forms including 
adulteration, down-grading, eliminating or reducing output of low 
priced items, shifts to different labels, packages, or marketing 
practices. 

Under the existing Defense Production Act, the powers of the OPS 
to deal with these problems is very limited. In particular, the restri 
tions included in paragraph 402 (h) must be eliminated. It seems 
to us elementary that in any Sins ciate program the Government 
must have authority to set specifications and standards and requir 
grade labeling, in order to make certain that price ceilings are observed. 

Let me make it clear that I do not believe this authority will have 
to be extensively utilized. Rather, the very existence of this authority 
will deter willful violators of price ceilings from lowering the qualit} 
of their products and taking other measures that they would overwise 
adopt. 


DOLLARS-AND-CENTS CEILING PRICES 


We have been gravely concerned by the developments in the current 
price-control program. We have been particularly concerned by the 
fact that the regulations issued by the Office of Price Stabilization 
have concentrated more on controlling margins than on controlling 
prices. 

If we have to have a truly effective price-control program, we must 
concentrate our energies on controlling prices. Trying to contro! 
prices by regulating margins only serves to pyramid price increases. 
This can be made clear by a very simple example. 
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The Cuatrman. And indirectly serves as a tax. 

Mr. Green. Yes; that is right. 

If the cost to the retailer of a ne stsatiat commodity is $1, and = 
margin is 25 percent, the normal selling price of this article is $1.2 
If the price to the retailer should increase from $1 to $1.40, the ‘shite 

cation of the usual margin would give a selling price of $1.75. Thus 

an increase in cost to the retailer of 40 cents has been transformed to 
an increase of 50 cents to the consumer. For this reason, we have 
serious objections to a number of the most important regulations that 
have been issued by the Office of Price Stabilization. 

The CuHarrMan. Let me ask you this, Mr. Green. Would you fur- 
nish for the record those particular regulations for our information ? 

Mr. Green. Yes, sir. 

Mr. Green. In recent weeks, there has been a trend in the other 
direction. We have been heartened in particular by the vigorous 
action taken to obtain for the consumers of this country lower prices 
on all beef products. We applaud the action of the OPS in develop- 
ing a roll-back program for beef prices based on dollars-and-cents 
ceiling prices. We are shocked by the attitude of the cattle ranchers 
and feeders, evidently dissatisfied with prices 25 or 50 percent above 
parity, who’ expect Congress to help them obtain even higher prices by 
lifting all price controls on beef. 

In order to place proper emphasis on dollars-and-cents ceiling 
prices, we urge Congress to amend section 402 (c) of the act to include 
the following sentence: 

In determining and adjusting ceilings and prices, the President shall wherever 
possible establish specific dollar-and-cents ceiling prices on specific commodities, 


REGULATION OF MARGIN REQUIREMENTS ON COMMODITY MARKETS 


Considerable objection has been raised against the proposal by the 
President to control margin requirements on the commodity ex- 
changes. The special interests who would be affected by this proposal 
were strong enough to block any effort to include this proposal ‘in the 
original Defense Production Act. 

Those against this proposal talk as though this type of regulation 
had never before been tried. The truth is almost the direct opposite. 
The Federal Government has been regulating margin requirements 
for many years, margin requirements in the various security mar- 
kets, including the New York Stock Exchange. This proposal would 
simply extend to the commodity markets the powers now existing 
with reference to the security markets. 

Senator Moopy. Mr. Green, the increase in prices over the last 7 or 
8 months or at least between the Korean invasion and the price freeze 
of January 25, was in anticipation, of course, of the major impact 
o military production. I would like to ask you whether you do not 
believe that a considerable part of that inflation which at some points 
reached the fastest rate of rise in our history was not due to specula- 
tion in the market. 

Mr. Green. Yes, I think you are right. It was due largely to specu- 
lation, because the facts show that the call for increased military pro- 
duction has not affected prices for civilian goods, that is, very greatly, 
except where there has been speculation. 
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Senator Moopy. The great production of military goods, of course, 
will start to come in the near future. It has not yet hit us. 

Mr. Green. It is on the way. 

Senator Moopy. I agree with you that there ought to be some pro- 
vision in the law to give the Government the right to control specula- 
tion in the markets. 

Mr. Green. Thank you. 

Trading on the commodity exchanges during the early months of 
this year was one-third greater than during the same period in 1950, 
The lack of any margin requirements attracts the fly-by-night specu- 
lator who is permitted to engage in speculative operations on the mar- 
kets with very little money of his own. The effect of this proposal 
would be to force these speculators to invest their own money in these 
operations. There is no intention of forcing off the market legitimate 
traders who regularly buy and sell on the exchange for their own 
legitimate business purposes. The present proposal would protect 
these legitimate interests, but at the same time eliminate speculative 
operations and thus reduce inflationary pressures. 


EXEMPTIONS 


I have emphasized in this statement the importance of controlling 
all the elements that enter into the worker’s cost of living. Without 
this type of over-all control, the entire stabilization program is placed 
in jeopardy, and wage stabilization becomes difficult, if not impossible. 

As it now stands, the Defense Production Act contains in section 
402 (b) a number of specific exemptions from any type of price- 
control regulation. Included among the exemptions are the follow- 
ing items which I have listed below together with their importance 
in the Consumers’ Price Index. 

Percentage of total Consumers’ Price Index 


Public utility rates: Percent | Professional services—Con. 
SPOR en ; ; ; OOM a oa Stillen apie 
PIT icici E Surgeons and specialists_.___ 
matiroad fares... .7 | Insurance: 
Strecicar fares... ..._.- 2. Buu ineurance.. 
Ge Sano ; Group hospitalization____..__ 
Telephone peda F Motion-picture admissions ___ 
De ict tit se icy epi aa NIN occ chceestinnied 
Professional services : 
Physicians a CNR ieee eer o ete 14.6 

As you can see, although this list is comprised of what might be 
regarded as small individual items, they add to almost 15 percent of 
the average family budget. It should be remembered that, for 
example, a 10-percent increase in the cost of these items will be equiva- 
lent to a 2-cents-an-hour reduction in pay to the average factory 
worker. 

We fell that all exemptions in this section should be subject to a 
complete review. The President has made only one specific recom- 
mendation in this field. Under the present language of the law, the 
exemption regarding public-utility rates is extended to all public 
utilities, even those whose rates are not subject to any regulation by 
any Government commission. The President’s proposal would con- 
fine this exemption to those utilities whose rates are now regulated 
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by State commissions. The President would also include language 
making it possible for the OPS to appear as an interested party in 
rate change cases before the various State commissions. In our view, 
these changes proposed by the President are an absolute minimum for 
any effective stabilization of public-utility rates. 

However, the President made no eee ee, SPER PE the 
many other exemptions now included in the law. We feel, in particu- 
lar, that changes are required in subsection (iii) which concerns the 
prices established for newspapers, magazines, i. and includes ad- 
missions to motion pictures. We feel that the prices of these items can 
be subject to some type of OPS regulation without infringing upon 
the traditional freedom of the press. 


CREDIT CONTROLS ON HOUSING 


The Defense Production Act includes in title VI, the authority 
under which the Federal Reserve Board has issued its regulation X 
governing the use of credit in the purchase of new homes. The Presi- 
dent is now asking through a change in section 602 (d) that this 
authority be extended to cover sales of existing homes. 

The manner in which the Federal Reserve Board, together with the 
Housing and Home Finance Agency, has exercised this authori ity over 
credit controls makes us extremely reluctant to recommend any in- 
crease in this authority. In our opinion, regulation X has harshly 
penalized the low- and moderate-income groups in our population. 
Let me explain that in more detail. 

When the Government agencies were developing this regulation, 
they asked the AFL for its general views on this problem, At that 
time it was our contention that what was most urgently needed was 
a comprehensive program relating the entire construction industry 
to the defense program. We insisted that the construction industr y 
should be viewed as a whole and that policies should be developed in 
which the most critical construction needs were given priority over 
less essential demands. 

The CHairman. Do you go into regulation W also? 

Mr. Green. I do not go into that in the statement. 

The CHairmMan, I was going to ask you a rather double-barreled 
question. Previously you ‘said these laws should be more flexible. 

Mr. Green. Yes. 

The Cuatrman. What will apply to lower-income families as to 
houses, in your judgment would it not also apply to those with lower 
incomes who are going to buy a second-hand automobile or a cheaper 
automobile ? 

Mr. Green. That is right. 

The Cuatrman. I noticed you had not included that in here. The 
one wish that the committee has, I believe, is to at least see that law 
more flexible, particularly where you have a surplus of automobiles— 
the same with regulation X. I do not know what the committee 
intends to do about rent control, and I can only speak for myself, but 
I believe if we put rent control in critical areas, regulation X should 
be removed so lower-cost. homes could be built. Do you believe it 
should be removed in critical areas? 

Mr. Green. That is right. 
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Senator Ives. The question I would like to ask Mr. Green is this, 
in order that we may b efully clear on this subject: Omission of any 
mention of regulation W in your statement was not intention, was it! 

Mr. Green. No. 

Senator Ives. It was inadvertent, was it not? 

Mr. Green. No; I did not refer to it at all. 

Senator Ives. You did not intend to refer to it? 

Mr. Green. No; that was the intention. 

Senator Ives. That would be an oversight. 

Mr. Green. It did not seem necessary. 

Senator Ives. You mean it is not as important in your estimation 
as regulation X ? 

Mr. Green. That is right. 

The CHarrMan. But the same principle applies. 

Mr. Green. The same principle applies; I know that. 

Senator Bricker. The fact is that regulation W proportionately 
bears more heavily upon the wage earner and the lower income groups 
than regulation X does at the present time, I think, because of the 
necessity for transportation. 

Mr. Green. You think that. 

Senator Bricker. I think it does, especially in the new defense areas. 

Mr. Green. I will look into that. 

Senator Bricker. I mean in ratio. 

Senator Brenton. Also, because old houses are exempted, that is 
regulation X applies only to a small percentage of the housing trans- 
actions, to wit, new houses. 

Senator Bricker. He is talking about getting new houses built in 
the areas where they are needed, and regulation X does bear on that. 

Mr. Green. Oh that, yes. 

Senator Bricker. But regulation W affects the whole transportation 
industry and radio and durable goods, particularly. 

Senator Benton. Its effect is infinitely broader, for good or for bad. 

Senator Bricker. That is right. 

Senator Caremarr. Mr. Chairman, may I ask one question here 
which always somewhat puzzles me? Mr. Green, the Senator from 
Michigan asked you if you did not feel that dealing in futures h: ad 
a tendency to hold the price up, and I believe your answer was “Yes. 

Mr. Green. That is my opinion. 

Senator Moopy. If I may correct the Senator, I did not ask that. 

Senator Caremartr. What was the question ? 

Senator Moopy. I asked if he did not feel that speculation had an 
effect. 

Senator Carenart. It is the same thing. 

Mr. Green. Maybe I note a slight distinction there. 

Senator Carenart. The thought was that the buying of futures 
had a tendency to push prices up. Was that the thought? 

Senator Moopy. Senator, there are many forms of speculation, as 
you know. I think that speculation in commodity markets and other 
speculative buying, for example, of inventories over the last 7 monthis 
has a considerable effect on rising prices; do you not? 

Senator Bricker. What speculation is there on the commodity 
markets except dealing in futures? 

Senator Moopy. There is considerable trading in futures, of course. 
Senator Carenarr. I just want to call your attention that the Dow 
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Jones spot index is 210.63—that is, what is being traded today—while 
the Dow Jones futures, that is, the price that will be paid, is 190.25. 
In other words, that which they are speculating in at the moment, or 
buying futures in, is less than the cash price or the spot price at the 
present time. I think you will find that is most always the case. It is 
not always, but it is most always the case. 

Now, the argument comes as to whether or not the fact that they 
are dealing i in futures at the lesser price than the existing cash price 
is a good thing. I do not know that I am qualified to say, but it is 
hard to get away from the facts. 

Mr. Green. Yes, it is. That is true. 

Senator Capenart. It is hard to get away from the record that 
at the moment on = ash or spot price, the index is 210.63, whereas 
the futures are 190.2 

For example, I halve examples of corn and soybeans. Soybeans 
possibly is the best example. The cash price is 322, whereas the March 
price is 282.75. In other words, they are betting at the moment that 
soybeans will be selling at 282, while at the moment they are selling 
at 322. 

Now, is that a good thing or bad thing? I have not had sufficient 
experience on the commodity exchange, except I have noticed that 
running through. For example, on cotton, the cash price is 45 cents 
a pound at the moment, whereas the October futures is as low as 39. 

Senator Benron. Could I ask the Senator a question ? 

Senator Carenarr. Yes. 

Senator Benron. I do not know much about the commodity markets 
because I have not had any experience with them. But in line with 
Senator Moody’s question “about speculators as opposed to the very 
legitimate trading in futures by all kinds of businesses, such as the 
flour millers, to take an obvious ex xample, do you know any way to 
distinguish between these two classes of operators on the commodity 
exchanges s¢ The great step-up of volume coupled with the great step- 
up of prices would seem to indicate that there is a great de: al of specu- 
lation away over and above - normal legitimate « operations of your 
legitimate business needs. I do not know enough to answer that 
question. 

Senator Carenart. If the Senator would yield, I have just pointed 
out that the futures they are dealing in are at a much lower price 
than the existing cash price or the price you are paying today when 
you actually deliver the corn and soybeans. 

The Cuairman. And cotton. 

Senator Carenart. The question is, Is the fact that they are dealing 
in futures at a lower price than the cash price good or bad. That is 
the whole question to decide. 

The Cuatrman. When you get back to commodities, it is all depen- 
dent on the weather. If they are going to make a big cut in the crop 
the price is down. Last year they were going to make a small one 
and the price went up. I do not know how to differentiate. I would 
be the last one to stop passing a law against gamblers. I asked the 
Secretary of Agriculture to get the net results on all this, which he 
is going to get, and I am looking with interest to it. He has the 

books on the New York Stock Exchange and the grain markets. It 
has been my experience that you always hear about the fellow who 
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makes a lot of money, but the fellow who loses a lot of money is 
ashamed to say so. So for everybody who makes $2,000, somebody 
loses $2,000. The stock exchange and the grain exchange "do not sell 
a contract and make $5,000, and go out and print the money and give 
it to them. Somebody has to lose that $5,000. In the end it is evened 
up. That is what worries me. How can you explain it? 

I say that in sincerity, because I have spent my life in the cotton 
business and grading, et cetera. I do not know how you can separate 
it. The fellow who makes his is going to go down the street and 
brag about it, but the poor fellow who loses, you will only hear about 
that when he gets in trouble with the bank. 

Senator Carenarr. I wish we could get a real expert as to the 
effect trading in futures has on the price. So far everybody whom 
we have had to date knows very little about it. 

The Crarrman. Secretary Brannan of the Department of Agricul- 
ture is going to get his Department and the clerks and the people 
familiar with it to prepare a report right now, and we will have it 
before we are through, as to what the net result as to speculation was. 
A lot of people made money and a lot of people lost money. What 
effect did that have on the war effort? Nobody can answer except 
the books of the Chicago Grain Exchange, and the New York Coffee 
Exchange, and so on. 

Mr. Green. Senator, what we are interested in is this to stop the 
individual from speculating with other people’s money. 

The Cuarrman. I understand. 

Mr. Green. If he is to speculate, let him produce the funds with 
which to speculate. In addition to that, we know that during this 
emergency period if we are to control inflation and prevent it from 
getting beyond control, that we must control credit to some extent 
as far as we can. That is one way of preventing inflation. That 
will affect the working: people a whole lot, we know, because they 
buy cars, they buy homes, they buy things, many of them, on credit. 
Some of the credit is pretty large. They have been extended pretty 
large credit. We know as a matter of fact that if we are to prevent 
this rising, rising tide of inflation, that we must exercise some credit 
control. 

The CuarrMan. That is right, and the banks give the credit. I can- 
not separate in my mind—and I have been in the business—how we are 
going to get the gamblers because the gamblers are on both sides. Be- 

cause the buyer buys from somebody who sells it, he makes the other 
fellow lose it. 

Senator Benton. Stepping the margin requirements up helps, it 
seems to me, to separate the two categories. 

The Cuatrman. That is right. 

Senator Capenarr. You want to do the same thingI do. If trading 
in futures tends to cause the workingman or consumer to pay more 
money for foodstuffs than we ought, then we ought to stop it. 

Mr. Green. That is right. 

Senator CarprHart. The question is whether it does or not. I have 
not heard a witness yet who could prove whether it does or not. 

Mr. Green. It is a very difficult problem, we all know. 

Senator Capen ART. The record from day to day i in the newspapers 
quoting the cash price, that is the delivered price in which you deliver 
the physical thing, is lower than the futures. 
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The Cuarrman. If I may add this, that is all by reason of the deci- 
sion of the Supreme Court. In addition to the Supreme Court deci- 
sion, they see a large crop of 16 billion bales of cotton, the good Lord 
permitting. They look forward to the date when it is planted in the 
ground and if you can buy fall cotton at $40 or $50, goods will be 
that much cheaper. That is why the sales are going on. I appreciate 
that the Supreme Court decision started it. 

Senator Dirksen. Mr. Chairman, I wanted to make one observa- 
tion and then make a suggestion. 

Mr. Chairman, since you were in the cotton business a long time, I 
want to make this observation. The month after we entered the 
Korean War, the Commodity Exchange Authority did make a survey 
of prices, and they discovered where trading was greatest price in- 
creases were smallest percentagewise. The greatest amount of trad- 
ing a month after Korea was in eggs, and the price increase was the 
smallest. Volume in cotton was smallest, but the percentage of in- 
crease was the largest. : 

The CuarrMan. Because the crop was a failure. 

Senator Dirksen. Mr. Mehl, head of the Commodity Exchange Au- 
thority, is a competent and able Administrator. Strangely enough, 
we wrestled with this problem during World War II. I was still 
in the House when there was a proposal to regulate the commodity 
exchanges. That same proposal was in the Senate. In each case 
the committees turned it down as unnecessary. I don’t think you will 
find there is any direct relationship between volume of trading and 


price increases because the record 1s otherwise. But it is very easy, 
Mr. Chairman, to call the Commodity Exchange Authority and have 
them submit the figures. If we had time we could have Mr. Mehl here. 

The Cuarrman. If you will yield, I will say they have offered to do 


that. I talked to Secretary Brannan only yesterday morning, and he 
has the same gentlemen in his department who have made a study 
to see the net results, not who made the money. Both you and I know 
that where anyone makes money in any kind of a gamble, somebody 
is going to lose. They do not print the money some place and pay 
off the fellow who makes it. 

Senator Dirksen. We are inclined to forget, I think, that while 
there is no doubt some extreme speculative interest—and I do not 
think it is too great—but so long as the future is open and not closed 
out, you simply buy and you probably hedge against the use of the 
commodity that you buy. But when the future closes, delivery is 
made and cash is paid, and it does not involve nearly as many broker- 
age loans and as much money as people ordinarily think. It is not 
in the same class as the security transaction at all. 

Senator Benton. Those figures are extremely interesting and I was 
not conscious of them. But in line with Senator Capehart’s comment 


to Mr. Green, would you agree with me that it would be impossible 
to stop trading in futures? 


Senator Dirksen. You cannot. 


Senator Benton. Even if you closed up the exchanges people would 
trade on futures. 


Senator Dirksen. You would stop all the legitimate hedging trans- 
actions. 


Senator Benton. It could not be done. It would be more impossi- 
ble than most of the controls we are discussing. You could not con- 
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ceivably prevent businessmen from trading in futures if every ex- 
change were locked up and the keys thrown away and no prices quoted 
in the newspapers. I think it would be very unwise even to think of 
it, but even if we did try it, I do not think we could do it. 

‘Senaton Dirxsen. A’baker who wanted to contract for 6 months of 
flour could not get a quotation from the flour mill if they could not 
hedge the transaction and buy wheat in the futures market against 
the flour they are going to mill 

Senator Moopy. Senator Dirksen, I agree with what you say about 
that. Is not the problem, as the chairman stated it, that the issue 
is how to separate the legitimate trading in futures, which is a normal! 
business protection, virtually an insurance policy on the part of the 
people processing these products, from the speculation which does 
bring prices up and makes the public pay more for these products at a 
time when we are trying in this committee, I believe, to hold down the 
cost of living in whatever sound way we can do it. Would you not 
agree that is the problem ? 

Senator Dirksen. That type of speculation is the smallest part of 
margin trading for one thing. I think the commodity exchange 
figures will show that the highest volume of trading has often resulted 
in the lowest price increase. 

The CHarrman. You must remember that the brokers have no 
definite limit on the credit. With respect to the credit terms that have 
been spoken about with respect to the Board of Trade and the Coffee 
Exchange, or whatever it might be, one firm will have one line of credit 
according to their ability in business, and one firm will have another. 
To the best of my knowledge, they have always been required, because 
they are speculators on both sides, to put up far more than a legitimate 
concern, and far more than the minimum requirement. 

Senator Moopy. Might it not be a good idea, Mr. Chairman, to do 
as the Senator from Illinois suggested, to have the responsible officials 
of the Government come in and justify the recommendation ¢ 

The Cuarrman. The Secretary showed me yesterday morning that 
he had the books that were required and he was making a complete 
study. 

I might say that the Secretary intimated this, that the figures for 
profits were not the net results. There were losses, too. If you are 
going to figure what a gambler makes you ought to figure what he 
loses, too, and come up ‘with the net. I am not suggesting that | 
believe in gambling at all. If it could be separated, I believe it would 
correct the situation. 

Senator Bricker. I do not think you could suggest that trading on 
the legitimate stock exchange causes excess prices, or whether the 
excess buying is the result of excess prices. 

Mr. Green. That is what you have to determine. 

Senator Bricker. There is no difference between this problem - 
controlling margins by the SEC. But the question in my mind and 
nobody yet has been able to testify accurately on it, is whether or not 
the commodity sales pure hases, and sales control prices to the ultimate 
consumers, or whether the prices are the impetus to the trade. 

The CHarrman. That is right. I believe in the latter, because the 
crop failures always indicate that over a period of years. 
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Senator Benton. Just to clarify one point that I think has been 
somewhat confused, the speculator performs a very valuable economic 
function as distinct from the gambler. 

Senator Bricker. Where do you draw the line bet ween the specula- 
tor and gambler ? 

Senator Benton. That is the difficulty. There must be speculation 
in futures in line with the legitimate needs of countless businesses, 
and the speculator who calculates these risks and makes a business out 
of this kind of speculating helps to stabilize the markets, and helps 
the legitimate businesses along the lines indicated by Senator Dirksen. 

Distinct from that is the gambler. A lot of gambling, I think, has 
been going on in these commodity exchanges. The difficulty of the 
problem is how do you find him. One reason I said higher margin 
requirements help to discourage the gambler is that the more you 
shove up the margin requirements, the more you discourage the fellow 
who is gambling. 

The Cuarmman. Do not you fool yourself the brokers on the ex- 
change are going to do that, because they are not taking any chances 
with their money. 

Senator Benton. I do not want to pose as an expert in this area, 
but I do question very seriously the chairman’s repeated statement 
that every transaction involves losses and making money. 

The Crarrman. Eventually it evens up. There must be a seller for 
a buyer, and a buyer for a seller. Eventually it evens up. 

Senator Benton. Yes. But the textile company or miller or other 
manufacturer or producer who is buying futures at a lower price than 
the present market is not necessarily taking money away from anybody. 

The CHatrman. Certainly not. A cotton miller buys futures in 
October to get cotton for 38 cents, to be delivered in November or De- 
cember. You can go there and buy cotton goods on Wall Street at 
the level of November or December from the commission houses, from 
Macy and the rest of them, because they can buy cotton futures at a 
lower price. But in the end it evens up. 

Senator Scnorrrer. Do not the exchanges have the authority under 
the rules to increase their margins? 

Senator Benton. They have. The interesting fact is that the big- 
gest increase that had been made up to a week or so ago, the last time 
I saw the figures, was 15 percent, which is a very tiny small increase. 
| forget which exchange it was since the outbreak of the Korean War 
that has stepped up the 15 percent, but it was the largest made | IV 
any one of the commodity salina 

Senator Scnorrret. But the point I am making, if this thing has 
a direct impact upon the inflationary trend, cert: inky the responsible 
men who are the head of the exchanges—one of the gentlemen who 
is now head of the Federal Reserve System formerly headed the New 
York Stock Exchange—are men of character and standing. 

Senator Benton. They have the authority through the SEC over 
stocks and the stock exchange. This bill asks similar authority be 
given to step up margin requirements over the commodity exchange. 

Senator Scuorpre.. I have been informed, maybe erroneously, be- 
cause I do not know anything about it, that the rules of the exchange 
on the commodity markets do not preclude them from asking for cer- 
tain margins. 




































































2434 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Senator Benton. They could if they wanted to. Just the way : 
businessman can reduce prices if he wants to. 

The Cuarrman. Many of them do not take anything but cash trans- 
actions unless they know they are legitimate people. 

Senator Benton. The Federal Reserve has the power on the New 
York Stock Exchange, but not on the commodity exchanges. 

Senator Scuorrret. I understand on the commodity exchange there 
has been or is in contemplation immediately an increase in those 
margins. 

The Cramman. You are correct. Asa matter of fact, a brokerage 
firm in Chicago will give a certain line of credit to one firm and a 
certain line to another, and make an entirely different requirement, 
if it desires, if he is a speculator. 

Senator ScHorrren. It is rather interesting to me to note—and I 
hope I am more interested in what is raised in my area—the wheat 
situation. You take the futures on wheat and some of the other grains, 
I think you will find that those are selling on the future exchange con- 
siderably below parity and that is not true of the cash situation to- 
day. 

Then another thing I am wondering about, and I think we ought 
to have some enlightenment on, how can we have dealings on futures 
if we have ceilings onthem? Do we find the futures market below the 
ceiling prices? 

The Cuarrman. You cannot. The market is closed when you put 
the ceiling price on it. That is why the cotton market was closed. 
They can close the markets by putting a ceiling price on, provided 
it conforms with the law. 

Proceed, Mr. Green. We just wanted to make a record for the 
Senate because I am looking forward with a great deal of interest 
to what Secretary Brannan sends down after he makes a complete 
study. I want to known how properly to do this and not disrupt nor- 
mal trade. 

Senator Bricker. Let me ask one question here before we proceed. 
The purchaser is getting great benefit now from the cut price on 
sales going on throughout the country—“price war” they call it. It is 
nothing but depletion of inventories. I do not believe that would 
have occurred despite the Supreme Court decision had it not been for 
the futures market. 

Mr. Green. I think you are right. 

The Cuamman. It works both ways. That is the point I wanted 
to make. 

Will you proceed, Mr. Green ? 

Mr. Green. We emphasized, furthermore, that in view of the hous- 
ing shortage the Government should permit as large a volume of 
homebuilding as possible. Since the need for housing among low- and 
moderate-income groups was most acute, we felt that the imposition 
of credit controls should not work a hardship on these families who 
have relatively little accumulated savings. 

Our advice was not taken. The drastic terms of regulation X were 
made effective without any over-all program for the construction in- 
dustry. As I predicted in a statement issued last October, the require- 
ments for high down payments have cut off low- and moderate-in- 
come families from the opportunity to purchase new homes. 
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Latest available statistics from the Federal Housing Administra- 
tion show that the regulation has forced home builders to concen- 
trate more heavily on higher-price ‘homes, thus appealing to higher- 
income families with greater accumulated savings. Their figures show, 
for example, that the proportion of applications for FHA-insured 
mortgages higher than $9,500 has risen from 21 percent to 34 percent, 

We recommend that the Defense Production Act be changed so 
that regulation X can no longer unduly penalize low- and moderate- 
income families. In particular, we suggest a change in the second 
paragraph of section 602 (a) which lists a number of factors which 
must be considered in the imposition of these regulations. We sug- 
gest that there be added to the existing four factors the following: 

(5) The ability of various income groups in the population to obtain adequate 
housing within their means under such credit regulations; and 

(6) The effect of such credit regulations upon the sales price of residential 
properties. 

It is our opinion that proper consideration of these factors would 
prevent the hardships of regulation X. 

Only if these changes are adopted should Congress give the Federal 
Reserve Board any additional authority in this field. 


PARTICIPATION IN THE ADMINISTRATION OF THE DEFENSE PROGRAM 


The problems involved in this defense program are not merely 
legislative. The most carefully worked out provisions in this law 
will be useless unless they are equitably and siestively administered. 

One of the basic reasons for organized labor’s withdrawal from 
the defense program earlier this year was our feeling that the admin- 
istration of the defense program was dominated by the interests 
of big business. Although some steps have been taken to solve this 
problem, the following changes in the Defense Production Act are 
needed to safeguard the principle of democratic participation. 

1. Section 404: This section includes a general requirement that 
the President must “advise and consult with * * *  representa- 
tives of persons substantially affected by regulations or orders” under 
the stabilization program. We suggest that this be made more ex- 
plicit by listing specifically “representatives of businessmen, farmers, 
workers, and consumers.” The President has suggested this change. 

2. Section 703. Because section 404 applies only to the wage and 
price program under title IV, another change is needed to cover the 
remainder of the defense program. We suggest that a new section 
703 (c) be added to read as follows: 


In the formation of policies under this act and in the administration of such 
policies, the President shall, insofar as practicable, consult, advise with and 
utilize representatives of businessmen, farmers, workers, and consumers. 

The Cuatrman. I might say that every witness who has testified 
here, with few exceptions, thoroughly agrees with you on that, that 
there has not been enough consultation with the businessman, labor, or 
the consumers. Asa matter of fact, most of the testimony has shown 
that they have rather ignored that section of the bill as now written on 
these consultations. 
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CONCLUSION 


Mr. Green. These, then, represent our considered views regarding 
the extension of the Defense Production Act. 

I do not suppose that it comes with any surprise to your committee 
to find that our testimony is completely different from the testimony 
given by representatives of business before this committee. We have 
emphasized strengthening the law; these other witnesses have em 
phasized weakening the law. 

Let me point out that for a labor organization, the easy solution 
to the problem of inflation is to agree with those who want to abolish 
all controls. If price control were scuttled, wage stabilization would 
have to go and there would be no limit to the amount of wage in- 
creases some unions could obtain from employers. In the present tight 
labor market situations, let me assure you that this would mean very 
substantial wage increases, far above those allowed by the Wage 
Stabilization Board. 

This, I say, is the easy solution for union leaders to the problem of 
inflation. For the American Federation of Labor, we have decided 
that the threat of Soviet imperalism to the free world makes it im- 
possible for us to recommend such a course of action. This is no time 
for “business as usual.” 

To us, the issue appears very simple. Are we or are we not going 
to have a comprehensive anti-inflation program? No one, least of 
all the American Federation of Labor, contends that price and wage 
control are the whole answer to the problem of inflation. We have, 
for example, made very specific recommendations regarding taxa- 
tion. We have very specific views regarding a savings program and a 
program to restrict inflationary bank credit. However, even with 
these programs, direct controls will be needed. Our economy is faced 
with the problem of adjusting itself to a defense program which will 
shortly be taking 20 percent of our national effort. The dislocations 
and pressures brought by the defense program cannot be handled with- 
out direct controls. 

If we need controls, let us make them truly effective. We cannot 
stem inflation by halfway measures. It makes no sense for Congress 
to pass a law saying there should be direct controls and then fail to 
include in that law the necessary provisions for making these controls 
effective. That is why we say: “Make these controls truly effective; 
make certain they cover the whole economy; make certain that they 
can be effectively enforced; and make certain that there are no loop- 
holes for special privilege.” If you meet the challenge, you will have 
earned the gratitude of all the American people. 

Now, I am very glad to present that to you as the point of view of 
the American Federation of Labor. 

The Cuarrman. We appreciate it, Mr. Green. 

Are there any questions, gentlemen ? 

Mr. Green. I just wanted to say that I have Mr. Leighty here from 
the railroad group who I would like to have present the view of the 
railroad groups when you reach the point. 

The Cuamman. We certainly intend to do that, and I am sorry we 
could not arrange it any other day, as I told Mr. Leighty. But we 
wanted to ask you some questions first, Mr. Green. 

Mr. Green. Yes, sir. 
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Senator Carenart. Mr. Green, do you feel that regulation W ought 
to be relaxed ? 

Mr. Green. In my opinion, those regulations ought to be made flex- 
ible, of course, but they found through experience, which is a great 
teacher you know, that there should be a little more effective regula- 
tion and control. 

Senator Carenart. In other words, your recommendation is that 
it ought to be made more flexible. For example, if there are great 
inventories and great unemployment in a given industry, that the 
regulation be relaxed for a period of time ? 

‘Mr. Green. Well, common sense would determine that. 

Senator Carenart. But as you know, the Government does not 
always use common sense. 

Senator Benron. Mr. Cary of the CIO made that same recom- 
mendation. It may interest you, Mr. Green. 

Mr. Green. Did he? 

Senator Carenart. Now, Mr. Green, Mr. Hutcheson, head of the 
International Carpenters Union, recommended the complete elimina- 
tion of title IV. That has to do with control of wages and prices. 
Do you agree or disagree with that ? 

Mr. Green. I will ask you to accept my statement as to whether 
it is agreement or disagreement. 

Senator Carenartr. In other words, there is some disagreement 
within your own organization ¢ 

Mr. Green. I would rather not go into a specific discussion. You 
know, this is a democracy and every man has a right to express his 
own opinion. 

Senator Carenart. That is why we all like it so much. 

The Cuarman. That is why we are going to try to keep it that 
way. 

Mr. Green. That is what we ought to do, keep it that way. That 
is our fight now, to keep it that way. 

Senator Brenton. I might say that Mr. Green’s last paragraph 
is an unequivocal affirmative answer to Senator Capehart’s question, 
because in getting effective controls and eliminating halfway 
measures, we will have section 4 which gives the power to control 
prices to our Government officials. Without the power to control 
prices, how can you possibly have effective control ? 

Mr. Green. That is what we want to do, but I say the probabilities 
are that we would have to apply that in some flexible way because 
there may be situations arise that would call for that. We learn, 
as I say, through experience what we ought to do. 

Senator Carenart. I want to say this: Mr. Hutcheson is, of course, 
one of my favorite constituents. He comes from Indiana, lives in 
Indiana, and votes in Indiana, and the international headquarters 
of his great union are in Indiana. 

Mr. Green. He is one of your constituents. 

Senator Carenart. We have seven of the international headquarters 
of various unions in Indiana. 

Mr. Green. Yes, I know you have. 

Senator Benron. My question is this, Mr.Green. We have listened 
to a long list of business representatives, trade association executives, 
and others. Last Sunday I was on the radio with the last year’s 
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president of the United States Chamber of Commerce. He, of course, 
advocates no wage or price controls of any kind. So he is consistent. 

Mr. Green. Yes. 

Senator Brenton. Many of the business representatives seem to 
agree that these controls are needed in many other segments of the 
economy, but will present a strong case for not applying any controls 
to their particular industry. I think that would be a fair interpreta- 
tion of the cattlemen and packers and others. If you thought about 
it, I wonder if you would give us your views and judgment on what 
might happen during the ‘fall as these pressures mount and goods 
get shorter and the demand increases, in the economy, if we had no 
wage or price controls of any kind. I may say I congratulate you 
on this statement. It is a statement of great statesmanship and one 
of the finest statements made to this committee. I congratulate you 
and your association. 

Mr. Green. Thank you. 

Senator Benron. If you would look to the future for a moment, 
where we would be, and what might happen if we do not have any 
price or wage controls, it might be an interesting addition to your 
prepared statement. 

Mr. Green. Senator, I had some experience, as you and others, dur- 
ing World War II, and we can remember what happened then, and 
it 1s reasonable to conclude that this knowledge is similar to that, and 
that much of what happened then in our economy will happen now. 

Senator Benton. I agree experience is a great teacher. That is 
what you have just said. 

Mr. Green. It teaches us valuable lessons. The figures show as 
I have set forth here that since about the time present Korean War 
started, and the emergency was declared, that despite all we have 
tried to do, prices have increased, there has been a steady climb. We 
have a degree of infiation now. 

Senator Benton. Yes. 

Mr. Green. And all of us know what a terrible punishment it would 
be if inflation got beyond control. That means we have got to pre- 
pare for that. We have got to impose controls. 

Senator Benton. At least the power to impose controls. 

Mr. Green. We have to confer upon the administration authority 
to exercise these controls for the purpose of saving us from catas- 
trophe. As I pointed out here, suppose we would have a catastrophe 
here, that would play into the hands of Russia just with as much as 
winning battles on the battlefield. 

Senator Benton. Even if the risk of a greatly enhanced inflation 
would be only 1 in 10 you would say we should still give the Govern- 
ment the power for controls, because even the chance of 1 in 10 is too 
great ; risk? 

Mr. Green. You are right. That is our position. It is for the pur- 
pose of saving us, protecting, preventing inflation and the turning 
loose of these forces that will do us as much harm here on our home 
front as a losing of battles on the battle front. It is not a matter of 
choice. It is a matter of necessity. We have got to do it. We cannot 
escape it. 

Senator Benton. That is my only question, Mr. Chairman. Mr. 
Green is a man of great experience, and I am glad to see him looking 
so well this morning. 
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Senator Dirksen. Mr. Chairman, I want to ask one question. 

Mr. Green, can you summarize very briefly the tax recommenda- 
tions that you made as a part of the anti-inflation program? 

Mr. Green. I do not have them here with me. I do not recall the 
details of it all. We are willing to submit all of that in order to help 

arry out the recommendations we have made. As I say, our recom- 
mendation provides for wage controls as you know, through the Wage 
Stabilization Board. 

Now, if we were selfish and unpatriotic, we would say we do not 

want that on us, like some other people say, we do not want any con- 
trol on prices and so forth. There are some selfish reasons there. We 
are willing to sacrifice what we might term benefits to a lot of our 
workers in order to serve the Government and protect our free demo- 
cratic institutions and prevent Communist aggression. 

Senator Dirksen. As of now, under the W: age Stabilization pro- 
gram, has there been any agreement as to a ceiling on wages, or is 
it flexible ? 

Mr. Green. I think it is flexible to some extent. They have that 
10 percent ceiling, you know. 

Senator Dirksen. That is the 10 percent ceiling Mr. Johnston hoped 
to achieve, but does the Wage Stabilization Board go along with the 
10 percent ceiling? 

Mr. Green. That was adopted in General Order No. 6 and sent. out 
by the Director of Economic Stabilization Eric Johnston. The Wage 
Stabilization Board has, I think, made some exceptions in what I 
think they call inequities and hardship cases and fringe costs. 

The Cuamman. The law gives them that authority. We put that 
in the law, that is, for inequities and hardships. 

Mr. Green. Yes. 

Senater Dirksen. I note that the Wage Stabilization Board ap- 
proved wage increases in the case of those contracts that contained 
escalator clauses. I presume you are familiar with that. What do 
you think will be the effect on comparable labor that operates under 
a contract where there is no escalator clause ? 

Mr. Green. I think he has sustained provisions of wage contracts 
between employers and employees which provide that there will be 
an automatic increase of wages where prices go up. 

Senator Dirksen. That is under the escalator clause. 

Mr. Green. Yes. 

Senator Dirksen. That has been approved, I understand. 

Mr. Green. That is my understanding. 

Senator Dirksen. What will be the effect of that wage increase 
upon people who are doing comparable work but who are not under 
a contract that contains an escalator clause: that increase of 4 per- 
cent applied to 350,000 workers. 

Mr. Green. I do not know how many. 

Senator Dirksen. Now, there will be other hundreds of thousands 
who are not. under contracts with escalator clauses. Will there be 
a tendency for them to come in and ask for that 4 percent? 

Mr. Green. On the other side they are faced with this fact. If 
prices come down, they take reductions in wages. The other workers 
who have no provisions of that kind hold on to the advantage. So 
there are advantages and disadvantages. 
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Mr. Hayes. Are you speaking of escalator clauses or improvement- 
factor clauses? Escalator clauses were approved some time ago. 

Senator Dirksen. General Motors carries an escalator clause. 

Mr. Hayes. Yes. The latest decision of the Board was to approve 
improvement-factor clauses in existing contracts of 4 percent. 

Senator Dirksen. And precisely what do they mean by improve- 
ment-factor clauses ¢ 

Mr. Hayes. An improvement-factor clause is based upon the aver- 
age improvement in production in a plant. As I understood it, the 
Wage Stabilization Board has approved improvement-factor clauses 
in existing contracts provided they do not result in an increase in the 
price of the product manufactured. 

The Cratrman. Any further questions? If there are no further 
questions, I will ask Mr. Leighty to come up. 

Senator Moopy. I would like to commend Mr. Green for making 
what I consider to be a very splendid statement, based on your long 
experience. I thought you might be interested, Mr. Green, in a let 
ter I am about to put in the record from Mr. Bernard M. Baruch, 
of New York, who is, as you know, a very experienced and expert man 
on the national economy in time of emergency. 

Mr. Green. Yes. 

Senator Moopy. Mr. Baruch has eloquently put down what I con- 
sider to be substantial agreement to what you have testified this morn- 
ing. He has said that if we did remove price controls and wage 
controls—I am not going to read the whole letter, but I would like to 
read this to you— 

It would be a tragic, perhaps mortal blow to our efforts to rebuild our defenses 
in time to avert another war. 

He also says that such a move would double or treble the costs in 
taxes to people of building the arms we must have to prevent an atomic 
third world war. 

The CHarrmMan. That will be made a part of the record. 

Senator Moopy. Thank you. I would like to read one sentence out 
of here, Mr. Chairman. He says: 

The test of our ability to stop inflation is the test of our ability to govern our 
selves. It is the test of what we prize most highly—petty profits and trivia! 
comforts, or freedom, It is the test of whether we are a Nation united in 
awareness of common interests or whether we are a mere aggregation of 
pressure groups divided in a scramble for selfish gain. It is the test of our big- 
ness to survive. 


I certainly think this letter should be in the record, along with my 
letter of inquiry to Mr. Baruch. 

The Cuairman. Without objection, it is so ordered. 

(The letters referred to follow :) 


NEw York 22, N. Y., June 6, 1951. 
Hon. BLAIR Moopy, 
United States Senate, Washington, D. C. 

My Dear SENATOR: This is in reply to your letter just received asking my views 
on the renewal of the National Production Act now under consideration by the 
Senate Banking and Currency Committee. 

The issue before your committee—and the Nation—is a simple one. It is a 
question of which is to be put first—the national interest or the selfish interest. 

It is not a question of how little in the way of economic controls we can stagger 
along with, but of how much are we willing to give up in defense of our liberties. 

Through ruthless exactions imposed on their own people, as well as upon the 
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enslaved satellites, the Soviets have built a military power which toduy threatens 
the peace of the world. If the free peoples of the world cannot match these 
exactions and build an effective defense in time, they wfll have forfeited the right 
to remain free. 

To answer the specific questions raised in your letter: 

1. The removal of price, wage, rent, and other mobilization controls would 
be a tragic, perhaps mortal, blow to our efforts to rebuild our defenses in time 
to avert another world war; the stability and soundness of our economic system 
would be sapped, and the long-range effects might even be worse than the imme- 
diate ones ; the cost to the people in higher taxes would be doubled and tripled— 
already price rises have cut every defense dollar by more than one-fifth. 
Although in the precess some would profiteer, the living standards of millions 
would be severely lowered. 

2. No, absolutely no. There should be no exemption or favoritism for any 
group. To stop inflation, all wages, all prices, all rents, all costs—the whole 
economy—tmust be stabilized. Within this general frame of stabilization, some 
increases can be permitted where necessary for defense and to eliminate inequi- 
ties. But the first rule must be—bring all under the law, with special privilege 
to none, With such a new law must go more courageous administration. 

3. Whether the greatest danger of inflation is behind or ahead depends on 
the law the Congress enacts and the courage with which it is administered. 
The constant nibbling of rising prices can be stopped through prompt, effective 
action. This requires not only price, wage, and rent control, but the vigorous 
use of the priority power to insure that first things come first through the entire 
economy; much heavier taxation; an end to all unnecessary spending; screen 
all proposed issues of new securities to put off what can be postponed. Let us 
make sure that all grants and loans to other countries are weighed in terms of 
the material resources involved and not simply release more money which encour- 
ages other nations to drive up prices in competition for limited quantities of 
raw materials. 

4. There is no avoiding the issue. Until the gap between Soviet armament 
and our defenses is bridged there can be no basis for peace. The longer our 
mobilization drags, the greater the ultimate effort and cost which will have to 
be borne. 

We should be able to relax controls once we have balanced Russia’s rearmament. 

Neglect and procrastination have aggravated the problem. When the Korean 
fighting began, prompt action should have been taken to bring the economy 
under control and to avert the profiteering and speculation which were bound 
to come, The experience of the last two wars showed this was what had to be 
done, and, as you know, I urged it upon your committee. Instead, the economy 
was allowed to run wild. Ever since, there has been a frantic scramble to 
recover the equilibrium that should never have been lost. 

Those who seek exemption for their own profits do not serve their own true 
interests. What will it gain the farmer or worker or businessman to get a 
little more for his production, if that is offset by rising prices and by the cheap- 
ening of all savings in every form—life insurance, Government bonds, thrift 
accounts, annuities, pensions. 

Those savings represent past earnings with which millions of people expect 
to finance their retirement as they grow old, to help put their children through 
school, to care for their loved ones after they are gone, to buy a home. Slash 
the purchasing power of those savings through inflation and millions will be 
robbed of their means of independence. They will be forced to turn to the 
State, 

It is because I am so opposed to Government controls in peacetime that I 
feel so strongly the need for the controls now. To fail to stop inflation is to 
invite perpetual regimentation in the future. 

Already no city or State can plan even for the immediate years ahead. How 
much will the taxes collected be worth and by how much more will expenses 
have risen? Already our educational institutions are struggling to survive in 
the face of shrinking endowment funds. Hospitals and charitable institutions 
will have to close or curtail their services; every form of voluntary insurance 
against sickness and accident will have to be refinaneed and higher rates charged. 

Millions of persons on fixed incomes—policemen, firemen, teachers, nurses, 
civil servants, and others—are being ground between rising prices and rising 
taxes. What is to be their future if prices are allowed to run wild? 

I could go on for pages showing how inflation strikes at everything Americans 
hold dear, at all our social and personal values, at all our families and insti- 
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tutions. Nor is it surprising that it should be so. For the test of our ability 
to stop inflation is the test of our ability to govern ourselves. It is the test of 
what we prize most highly—petty profits and trivial comforts, or freedom. 

It is the test of whether we are a Nation united in awareness of common 
interests or whether we are a mere aggregation of pressure groups divided in 
a scramble for selfish gain. 

It is the test of our fitness to survive. 

Sincerely yours, 
BERNARD M. BARUCH. 


P. S.—You know well enough what to do, damn the political torpedoes, go 
ahead. B. 







JUNE 4, 1951. 
Mr. BerNARD M. BARUCH, 
New York, N. Y. 


Deak Mr. BarucH: The Senate Banking and Currency Committee, as you 
know, is currently holding hearings looking to the renewal and amendment 
of the National Production Act before its expiration June 30. 

I believe Congress and the country should have the benefit of your views 
on this issue, as a man of repeatedly proven wisdom and foresight, especially 
in this field. 

In my judgment, the American people want no controls over their lives or 
their country which are not imperatively necessary. 

On the other hand, I fel that at a time when world peace and our survival 
is threatened by aggressive revolutionary communism—and when our freedoms 
may well depend on our making ourselves as militarily strong as possible as 
quickly as possible—our people want and expect their Congress and their Govern- 
ment to take any steps necessary to protect our system from a serious inflation, 
which could play into Stalin’s hands by destroying our economy from within. 

In this emergency, a great proportion of our national production must of 
course be devoted to making military weapons. It is proposed that by next 
autumn we will be turning out the hardware of war at a rate of $50,000,000 a 
year. Until we can increase our productive capacity to a point where our mili- 
tary strength will make it clearly suicide for an aggressor to attack us, and at 
the same time provide civilian markets with a full supply of goods, relative 
searcities will make likely a highly dangerous deterioration in the value of the 
dollar unless adequate measures are taken. 

In two world wars and at the inception of the present emergency, you have 
spelled out the dangers of such inflation, and proposed measures to protect the 
nation against it, with great clarity and firmness, 

I know it would have interested you, therefore, had you heard witness after 
witness, representing great interests in the Nation, with much to lose should a 
destructive price-wage spiral burn out the system within which they operate, 
come before our committee and urge either elimination of price and wage con- 
trols entirely or exemption of their own interest from such regulation. 

In an industrial and agricultural complex such as ours, it is of course im- 
perative that such controls as are imposed be administered well and equitably. 
Since it is Congress’ responsibility to enact a law under which this would be 
possible, I hope that you will give me your judgment on the following: 

(1) If price, wage, rent, and other direct controls should be removed at this 
time, as has been proposed, what would be the effect (a) on our program to in- 
crease our military strength, (b) on the stability and soundness of our economic 
system, (c) on the cost to the taxpayers of our mobilization program, and (d) on 
the living standards of the American family? 

(2) Do you believe it practical to grant favored exemptions such as have been 
requested for certain industries or segments of the economy ? 

(3) Do you believe that the greatest danger of inflation is behind us or ahead 
of us? 

(4) Do you believe that we may safely avoid this issue, or that our freedoms 
and our survival may be involved in meeting it squarely? 

Any guidance you can give me on this important question I will appreciate 
I hope you will not object to my giving the committee and Congress the benefit 
of your conclusions. 

Cordially and respectfully yours, 
Biatr Moopy, 
United States Senator. 
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Senator Carenart. Inasmuch as seven of your fine international 
labor organizations are domiciled, in Indiana, I want to extend a spe- 
cial invitation to you to move your headquarters there, Mr. Green. 

Mr. Green. We used to have them there, the miners did. 

Senator Capenart. It is a special invitation. 

Mr. Green. Thank you. 

The CuHarrman. Will you come forward, Mr. Leighty? As I under- 
stand, it is the desire of the committee to recess until 2:30 when we 
are finished with Mr. Leighty. Unfortunately I am not going to be 
able to be at the meeting, and I am going to ask you to excuse me, be- 

cause the independent appropriations bill—and I am the chairman 
of the subcommittee considering it—is coming up this after omer The 
Senate is going to be in session also. So the meeting will be at 2:30 
in room G-16 of the Capitol. We will meet there so when we vote 
on the different amendments to the Federal Security-Labor appropri- 
ation bill, we can vote and come back again. 

Proceed, please, Mr. Leighty. 


STATEMENT OF GEORGE E. LEIGHTY, PRESIDENT, ORDER OF 
RAILROAD TELEGRAPHERS; CHAIRMAN, RAILWAY LABOR 
EXECUTIVES’ ASSOCIATION 


Mr. Leiaury. I appreciate this opportunity to appear before you, 
gentlemen. 
Mr. Chairman and members of the committee, my name is George E. 


Leighty. Iam president of the Order of Railroad Telegraphers and 
also chairman of the Railway Labor Executives’ Association. I appear 
here in support of certain proposed amendments to the Defense Pro- 
duction Act as the spokesman for the 19 standard railway labor organi- 
zations affiliated with the Railway Labor Executives’ Association, , and 
for the record I would like to name them: 


Switchmen’s Union of North America. 

Order of Railroad Telegraphers. 

American Train Dispatchers’ Association. 

Railway Employees’ Department, A. F. of L. 

International Association of Machinists. 

International Brotherhood of Boilermakers, Iron Ship Builders and Helpers of 
America. 

International Brotherhood of Blacksmiths, Drop Forgers, and Helpers. 

Sheet Metal Workers’ International Association. 

International Brotherhood of Electrical Workers. 

srotherhood Railway Carmen of America. 

International Brotherhood of Firemen and Oilers. 

Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express : 
Station Employes. 

Brotherhood of Maintenance of Way Employees. 

Brotherhood of Railroad Signalmen of America. 

National Organization Masters, Mates, and Pilots of America. 

National Marine Engineers’ Beneficial Association. 

Hotel and Restaurant Employees and Bartenders International Unior 

Railroad Yardmasters of America. 


The CuHarrman. Let me ask you something. It is my understand- 
ing that what you are complaining about is “th at you are now regu- 
lated under the Railway Labor Act. 

Mr. Leignty. That we are now regul: ated. 


The Cuarrman. That you are under the Railway Act. Therefore, 
you do not want additional regulations placed upon you. 
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Mr. Leienry. I would not say that is it exactly. The thing that 
we are saying is that we want the same treatment during this emer- 
gency that we had during World War II. We will continue thx 
procedures of the Railway Labor Act. We expect that the President 
will appoint an emergency panel instead of the emergency boards 
under section 10, and the chairman, panel, and the board to have 
control over the stabilization policy insofar as the employees on the 
railroads are concerned. 

The CuarmmMan. Just as it was from 1942 through 1946. 

Mr. Leicury. That is right. 

Senator Bricker. You represent all of the railroad unions except 
the operating brotherhoods ? 

Mr. Leicury. We do have a number of men represented here that 
are operating men. For example, the Switchmen’s Union of North 
America, and in many instances the Railroad Yardmasters of 
America are considered operating employees as well as nonoperating 
employees. Those two groups, at least, can be considered operating 
employees. We represent more than a million employees out of the 
1,400,000 in the railroad industry. In other words, we represent 
between 70 and 75 percent of the railroad workers. 

Senator Friar. Who represents the transportation wnions ? 


Mr. Letcuty. The engineers, the firemen, conductors, and train- 
men ¢ 


Senator Frear. Yes, sir. 

Mr. Leieury. Each chief executive represents his own group. 
Senator. 

The amendments which we propose are limited in their applica- 
tion to persons subject to the provisions of the Railway Labor Act, 


as amended. Their purpose is merely to recreate, during the present 
emergency, machinery for the megrerss of wage or salary adjustments 


for railroad employees identical to that authorized during World 
War II under the then existing stabilization law. We feel that as 
long as Congress determines that controls are necessary, we should 
recommend the use of those in the railroad industry which were 
successfully employed during a past critical period of our history. 
For this reason, before discussing the specific amendments which we 
proposed, I should like to first point out briefly what procedure was 
utilized for the approval of wage adjustments in the wullnond industry 
during the period of the last war emergency. 
On May 22, 1942, a National Railway Labor panel was created 
under authority of Executive Order 9172 for the purpose of supple- 
menting the procedures under section 10 of the Railway Labor Act, 
as amended, during the period of the war emergency. This order 
provided that panel emergency boards would be provided in dispute 
cases, including wage disputes, after the parties involved had failed 
to resolve their differences under the mediation and arbitration pro- 
visions of the act. These emergency boards, composed of three mem- 
bers selected from the panel, were made available to parties to the 
dispute whenever, in the judgment of the panel chairman, the dispute 
was such that it might interfere with the prosecution of the war. 
This removed the necessity of taking strike votes and setting strike 
date. The emergency boards thus selected from the panel operated 
subject to the provisions of section 10 of the Railway Labor Act. 
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We area that the President will find it desirable to re- 
establish the National Railroad Labor panel during the present emer- 
gency, and we base that expectation on a letter addressed by the 
President on April 6 of this year to the Economic Stabilization Ad- 
ministrator, Mr. Eric Johnston, wherein it was requested that con- 
sideration be given to the establishment of machinery similar to that 
utilized during World War II for the settlement of unadjusted dis- 
putes in the transportation industry. If this is done, the question 
arises as to whether the panel chairman and panel emergency boards 
shall approve the wage adjustments of railroad employees as con- 
sistent with the stabilization program, as was the case during World 
War II. 

During World War II the Chairman of the National Railway 
Labor panel and the panel emergency boards were given authority 
to determine and certify y conformity of wage adjustments of railroad 
employees with the general stabilization standards and with the 
directives on stabilization policy issued by the Economic Stabili- 
zation Director. 

By Executive Order No. 9299 of February 4, 1948, the Chairman 
of the National Railway Labor panel was given authority to author- 
ize any proposed changes in wages of railroad employees submitted 
to him for approval—exe epting all salaries of $5,000 or more, which 
were at that time subject to regulation by the Commissioner of 
Internal Revenue—whether granted as a result of voluntary agree- 
ment, collective bargaining, “concilis ition, arbitration, or otherwise, 
unless he had reason to believe the proposed change might not con- 
form to the existing standards and directives on stabilization policy. 
In such event, he was authorized to designate a panel emergency 
board to investigate and then certify to the President that its recom- 
mendations on the proposed adjustments conformed with existing 
stabilization standards. The panel emergency boards also were di- 

rected, in connection with their recommendations resulting from 
dispute cases heard pursuant to Executive Order No. 9172, to make 
similar findings and certification to the President. The Eonomic 
Stabilization Director was likewise authorized to submit his views 
to the President on the effect of the recommendations of the emer- 
gency boards on the general stabilization program. Under the Ex- 
ecutive order the recommendations of the emergency boards became 
effective upon the expiration of 30 days following their report to 
the President unless within that period the Economic Stabilization 
Director otherwise directed. 

On June 30, 1944, by Public Law No. 383, Seventy-eighth Con- 
gress, the authority of the emergency boards was extended by an 
amendment to the Stabilization Act of 1942, so as to provide for final- 
ity of their determinations in dispute cases without the need for ap- 
proval by authorities created under the Stabilization Act. The amend- 
ment read as follows 

SEG. 202. Section 4 of such Act of October 2, 1942, as amended, is amended by 
adding at the end thereof the following new paragraph: 

“In any dispute between employees and cariers subject to the Railway Labor 
Act, as amended, as to changes affecting wage or salary payments, the pro- 
cedures of such Act shall be followed for the purpose of bringing about a settle- 
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ment of such dispute. Any agency provided for by such Act, as a prerequisite 
to effecting or recommending a settlement of any such dispute, shall make a 
specific finding and certification that the changes proposed by such settlement 
or recommended settlement are consistent with such standards as may be then 
in effect, established by or pursuant to law, for the purpose of controlling in- 
flationary tendencies. Where such finding and certification are made by such 
agency, they shall be conclusive, and it shall be lawful for the employees and 
carriers, by agreement, to put into effect the changes proposed by the settlement 
or recommended settlement with respect to which such findings and certifi- 
cation were made.” 

In addition to the many emergency boards appointed during World 
War II by the Chairman of the National Railway Labor Panel pur- 
suant to Executive Order No. 9172 governing dispute cases, three 
emergency boards were designated in 1945 to investigate the permis- 
sibility, under the Government’s economic stabilization program, of 
wage and salary adjustments proposed jointly by employee organiza- 
tions and certain carriers as a result of agreement. These three cases 
represented the only instances of which we have knowledge where 
emergency boards were designated by the Chairman of the Panel in 
nondispute cases. In two of these cases, the Board’s recommendations 
were approved by the Economic Stabilization Director; in the other 
case he interposed no objection to the Board’s recommendation which 
thereby after 30 days from report to the President became effective. 

Now, that in brief is the history of the way in which wage adjust- 
ments of railroad employees were effected and approved during 
World War II. Wesubmit that the machinery created was a practical] 
recognition of the need for separate treatment of railroad employees 
not only because of the essential differences which exist between 
their wage problems and those of industry generally, but also because 
of the way in which they are handled under the Railway Labor 
Act. 

This method of handling railroad wage adjustments worked well 
during the war emergency, and we can perceive no reason why it 
would not work equally well during the present emergency. For this 
reason we are here proposing amendments to the Defense Production 
Act designed simply to reestablish machinery based on a successful 
experience during the last war period. Accordingly, we feel justified 
in stating that, insofar as we are informed, the amendments proposed 
are noncontroversial. In addition, they are narrow in scope and ac- 
cordingly do not require substantial changes in the present law. This 
results largely from the fact that the Railway Labor Act already pro- 
vides the mechanism for the processing of wage disputes in the rail- 
road industry, and most of the supplementary detail can be accom- 
plished by Executive orders comparable to those issued during the 
last war. Our primary purpose here, therefore, boils down to an 
effort to coordinate action under the Railway Labor Act with require- 
ments of the Defense Production Act, through authorization by 
Congress that the Chairman of the National Railway Labor Panel 
and emergency panel boards may approve railroad wage adjustments 
as compatible with existing stabilization policy and standards. 

I should now like to discuss the specific language of the amendments 
designed to accomplish this. 

We propose that section 403 of the present law, which empowers 
the President to administer wage controls through an independent 
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agency created for that purpose—now the Wage Stabilization Board— 
be amended to provide, and I quote: 


Provided, however, That the President shall administer any controls over the 
wages or salaries of employees subject to the provisions of the Railway Labor 
Act, as amended, through a separate board or panel having jurisdiction only 
over such employees. 

This proviso clause would be inserted immediately preceding the 
last sentence of section 403 of the present law. No amendments to 
this section are proposed in 8. 1397 or H. R. 3871. 

The purpose of this amendment is to make general provision for 
segregation of control over railroad wages consistent with policy of 
Congress during World War II and in recognition of the way in 
which Ww age disputes are processed under the Railway Labor Act. 
The detailed provisions implementing this general policy are pro- 
vided in the proposed amendment to section 502 of the act. 

Title V of the present law deals with the settlement of labor dis- 
putes. No amendments to this title are proposed by S. 1397 or H. R. 
3871. Section 502 of title V provides in part that the President may 
designate such persons or agencies as he may deem appropriate to 

carry out the provisions of the labor-disputes provision. Pursuant 
to this authority, the President has designated the Wage Stabilization 
Board to handle labor disputes in industry generally. By Executive 
Order 10233 of April 24, 1951, the Wage Stabilization Board was 
reconstituted and given certain authority with respect to the submis- 
sion and adjustment of labor disputes. However, the President has 
also recognized the need for a separate board to handle wage adjust- 
ments in the transportation industry by his letter of April 6, 1951, 
to Economic Stabilization Administrator Eric Johnston, to w hich I 
made previous reference. We submit that it is not only practical but 
cohsistent with past congressional policy to reinvest such emergency 
boards, including such panel boards as may be established by the 
President through Executive order, with the certification authority 
with respect to wage adjustments as was provided in section 202 of 
the Stabilization Act as amended on June 30, 1944. We have under- 
taken to reestablish this authority, both with respect to voluntary 
wage adjustments and dispute cases, by our proposed amendment to 
section 502 of the act which reads as follows: 

Provided, however, that in any dispute between employees and carriers sub- 
ject to the Railway Labor Act, as amended, the procedures of such Act shall be 
followed for the purpose of bringing about a settlement of such dispute. Any 
agency provided for by such act, including any panel or panel board established 
by the President, for the adjustment of disputes arising under the Railway Labor 
Act, as a prerequisite to effecting or recommending a settlement of such dispute, 
shall make a specific finding and certification that the changes proposed by such 
settlement or recommended settlement are consistant with such standards as 
may then be in effect, established by or pursuant to law, for the purpose of con- 
trolling inflationary tendencies: Provided further, That in any nondisputed wage 
or Salary adjustments proposed as a result of voluntary agreement through col- 
lective bargaining, mediation, or otherwise, the same finding and certification 
of consistency with existing stabilization policy shall be made by the separate 
panel, chairman thereof, or boards as established and authorized by the Presi- 
dent. Where such finding and certification are made by such agency, panel, 
chairman thereof, or boards, they shall be conclusive and it shall be lawful for 
the employees and carriers, by agreement, to put into effect the changes pro- 
posed by the settlement, recommended settlement, or voluntary proposal with 
respect to which such findings and certification were made. 
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This language would follow what is now the last sentence of section 
502 of the present law. 

The only other amendment we propose is a minor change in me 
language of section 503 of the act to specifically mention the Railway 
Labor Act, as amended, in the enumeration of Federal laws with which 
any action taken under the labor-disputes provisions of the act is re- 
quired to be consistent. As so amended with our proposed change 
italicized, the last sentence of section 503 would read as follows: 

No action inconsistent with the provisions of the Fair Labor Standards Act 
of 1938, as amended, other Federal labor standards statutes, the Labor-Man 
agement Relations Act 1947, the Railway Labor Act, as amended, or with 
other applicable laws shall be taken under this title. 

You will note there that we are merely including the addition of 
the Railway Labor Act, as amended. 

To summarize, the amendments which we propose are designed 
simply to aid in the creation and effective operation of machinery 
utilized during World War II by granting to any agency provided 
by the Railway Labor Act in dispute cases, and to a panel board 
chairman and/or panel emergency boards in nondispute cases where 
wages are voluntarily submitted for approval, the power to certify 
that w age or salary changes thus effected are consistent with existing 
stabilization policy standards and directives. 

In urging the adoption of these amendments, we should like to 
again emphasize that we believe them to be noncontroversial—they 
simply reestablish the practice in effect during the past war and are 
consistent with the requirements of the present emergency. They do 
not conflict with any provisions contained in S. 1397 or H. R. 3871, nor 
do they conflict, to our knowledge, with any proposals made before 
this committee by any other persons or organizations. 

Now, I might say we have copies of Executive Order 9172 prepared, 
as well as Executive Order 9299, and the copy of the letter that the 
President addressed to Mr. Eric Johnston on April 6, 1951, which we 
would like to insert in the record, if that meets with your approval. 

Senator Frear. Without objection, it may be inserted in the record. 

Senator Carrnarr. I think it is a splendid thing to put this in the 
rect rd. 

(The document referred to is as follows:) 


EXEcUTIVE ORDER 9172, ESTABLISHING A PANEL FOR THE CREATION OF EMERGENCY 
BoarDS FOR THE ADJUSTMENT OF Rat~way LaBor DISPUTES 


Whereas section 5 of the Railway Labor Act, as amended (ch. 8, title 45, 
U.S. C.), provides that for a period of thirty days after mediatory efforts of the 
National Mediation Board have failed to settle a dispute “no change shall be 
made in the rates of pay, rules, or working conditions or established practices in 
effect prior to the time the dispute arise ;” and 

Whereas duly designated and authorized representatives of employees may, 
during this thirty-day period, take a strike vote and fix a date for the strike to 
become effective ; and 

Whereas section 10 of the said Railway Labor Act requires the National Media- 
tion Board to notify the President if an unadjusted dispute threatens, in its 
judgment, substantially to interrupt interstate commerce to a degree such as to 
deprive any section of the country of essential transportation service, and pro- 
vides that upon receipt of such notification the President may, in his discretion, 
create a board to investigate and report respecting such dispute; and 

Whereas the national interest demands that for the effective prosecution of 
the war there shall be no strike votes taken, or dates fixed for the beginning of 
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strikes, or strikes, lock-outs, embargoes put into effect, which would affect the 
transportation industry covered by the Railway Labor Act: 

Now, therefore, by virtue of the authority vested in me by the Constitution 
and the Statutes of the United States, and in order to adjust the policies and 
procedures under the said Act to the requirements of the war emergency, it is 
hereby ordered as follows: 

1. There is hereby created, for the duration of the war and six months there- 
after, a National Railway Labor Panel of nine members, hereinafter referred 
to as the Panel, to be appointed by the President, and to be qualified as to mem- 
bership thereon in the same manner as provided in section 10 of the Railway 
Labor Act for membership on emergency boards. The President shall designate 
a chairman from the members of the Panel and shall fill vacancies thereon as 
they may occur. The Chairman of the Panel shall receive such compensation, to- 
gether with necessary traveling expenses, as the President may prescribe. The 
members of the Panel shall receive necessary travel expenses and subsistence 
expenses or per diem allowances in lieu thereof on such days as they are actually 
engaged in performance of duties pursuant to this Order. 

2. Whenever a dispute between a carrier or Carriers and its or their employees 
concerning changes in rates or pay, rules, or working conditions, or whenever any 
other dispute not referable to the National Railroad Adjustment Board, is not 
adjusted or settled under the provisions of sections 5, 6, 7, 8, and 9 of the Railway 
Labor Act, the duly designated and authorized representatives of employees 
involved in such dispute may, prior to notice by the National Mediation Board 
to the President of a threatened interruption to commerce, notify the Chairman 
of the Panel of the failure of the parties to adjust the dispute and of their desire 
to avoid the taking of a strike vote and the setting of a strike date’ If, in the 
judgment of the Chairman of the Panel, the dispute is such that if unadjusted, 
even in the absence of a strike vote, it may interfere with the prosecution of 
the war, he may thereupon select three members of the Panel to serve as an 
emergency board to investigate such dispute and to report thereon to the Presi- 
dent. Subject to the provisions of section 10, such board shall have exclusive 
and final jurisdiction of the dispute and shall make every reasonable effort to 
settle such dispute. 

3. The National Mediation Board shall furnish the Panel stenographic, in- 
vestigative, and such other facilities as may be necessary; and within the limits 
of the funds provided, and upon the certification of the Chairman of the Panel, 
shall make such other disbursements as are necessary to effectuate this order. 

FRANKLIN D. ROOSEVELT, 

THe Wuire House, May 22, 1942. 


EXECUTIVE ORDER 9299, PRESCRIBING REGULATIONS AND PrROocEDURE WITH RESPECT 
TO WAGE AND SALARY ADJUSTMENTS FOR EMPLOYEES SUBJECT TO THE RAILWAY 
LaBpor AcT 


By virtue of the authority vested in me by the Constitution and statutes of the 
United States, and more particularly by the act of October 2, 1942 (Public Law 
729, T7th Cong.), it is hereby ordered: 

1. No increases in the wage rates or salary of any employee subject to the pro- 
visions of the Railway Labor Act, whether granted as a result of voluntary agree- 
ment, collective bargaining, conciliation, arbitration, or otherwise, and no 
decreases in such wage rates or salary, shall be made except in accordance with 
the provisions of this order; provided, however, that nothing contained in this 
order or Executive Order No. 9250 shall be construed as affecting the procedure 
or limiting the jurisdiction of either the National Mediation Board, as defined 
in the Railway Labor Act, or the National Railway Labor Panel, as defined in 
yxecutive Order No. 9172, except as herein specifically set forth. 

2. No carrier shall make any change in wage rates, except such changes as by 
general order of the National War Labor Board, or by regulations of the Com- 
missioner of Internal Revenue, are permitted to be made without the specific 
approval of the Board or the Commissioner, as the case may be, unless notice of 
such proposed change shall have been filed with the Chairman of the National 
Railway Labor Panel, created by Executive Order No. 9172, and shall have been 
permitted to become effective as hereinafter provided. 

Notwithstanding section 4001.2 of the Regulations of the Economic Stabiliza- 
tion Director, for the purpose of determining what wage and salary adjustments 
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may be made without any specific approval, the general orders of the National 
War Labor Board shall be applicable to all employees subject to the Railway 
Labor Act, except those receiving salaries at the rate of $5,000 or more per 
annum in regard to whom the regulations of the Commissioner of Interna! 
Revenue shall apply. But any adjustment of salary under $5,000 heretofore 
approved by the Commissioner shall not be affected by this order. 

3. If the Chairman of the National Railway Labor Panel has reason to believe 
that the proposed change, in wage rates or salary, may not conform to the 
standards prescribed in Executive Order No. 9250, or to the general stabilization 
program made effective thereunder, or to the directives on policy issued by the 
Economic Stabilization Director thereunder and the proposed change is not 
modified to conform to such standards, program, and directives, he shall designate 
three members of the Panel as an Emergency Board to investigate the proposed 
change and to report to the President. Otherwise, the Chairman of the Panel 
may permit the proposed change to become effective. 

4. Emergency Boards, whether designated pursuant to the Railway Labor Act, 
Executive Order No. 9172, or section 3 of this order, in reporting to the President 
shall certify that their recommendations in regard to any proposed change 
affecting wage and salary payments conform with the standards pfescribed in 
Executive Order No. 9250, the general stabilization program made effective there- 
under, and with the directives on policy issued by the Economie Stabilization 
Director thereunder. 

5. Copies of the report with recommendations made to the President by any 
Emergency Board under section 4 of this order shall be filed by the Board 
forthwith with the Economic Stabilization Director, the National War Labor 
Board, and the Commissioner of Internal Revenue. The Economic Stabilization 
Director may on behalf of himself or other departments and agencies concerned, 
report to the President the effect of the recommendations on the general 
stabilization program. Unless and except to the extent that the Economic 
Stabilization Director shall otherwise direct, the recommendations of the Emer- 
gency Board in regard to proposed changes affecting wages and salary payments 
shall, upon the expiration of thirty days after the report is filed with the Presi- 
dent, become effective. 

6. The National War Labor Board and the Commissioner of Internal Revenue 
shall either rule on any application for approval of wage and salary adjustments 
now before the Board and the Commissioner or transfer it to the Chairman of the 
National Railway Labor Panel. The Board and the Commissioner shall not rule 
on any application hereafter made. 

FRANKLIN D. ROOSEVELT. 
THE Waite Hovss, February 4, 1943. 


[Press release, April 6, 1951] 


The President has today sent the following letter to the Honorable Eric 
Johnston, Economie Stabilization Administrator: 


“My Dear Mr. Jonnston: On March 1, 1951, a collective-bargaining agree- 
ment was signed between the carriers represented by the Eastern, Western, and 
Southeastern Carriers’ Conference Committees and the nonoperating employees 
represented by the 15 cooperating railway labor organizations. 

“At present, there is no functioning administrative machinery by which this 
agreement can be reviewed and either approved or rejected in whole or in part 
in the light of wage-stabilization rules and regulations. 

“As you know, the settlement of labor disputes in the transportation industry 
is covered by the Railway Labor Act of 1926. Traditionally, the Government has 
provided separate machinery to deal with the distinctive problems of the trans- 
portation industry. During World War II, the established machinery for set- 
tlement of labor disputes’in transportation was altered somewhat by the creation 
of a National Railway Labor Panel which under certain circumstances investi- 
gated disputes and reported thereon to the President (Executive Order 9172, May 
22, 1942). Subsequent to the National War Labor Board’s assumption of wage- 
stabilization responsibilities, the National Railway Labor Panel was assigned 
certain responsibilities relating to the application of wage-stabilization policies 
to the transportation industry subject to the Railway Labor Act of 1926 (Execu- 
tive Order 9299, February 4, 1943). Such recommendations became final unless 
and except to the extent the Economie Stabilization Director otherwise directed. 
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“As experience demonstrates, there are many advantages in combining the 
wage-stabilization functions and the labor-dispute settlement function within 
the same agency. I wish that you would examine ways and means by which 
the officials now responsible for the settlement of labor disputes in the trans- 
portation industry might help administer the wage-stabilization program in that 
industry, subject to your direction and control in conformity with the Defense 
Production Act of 1950. In exploring this matter you will want to work with 
officials of the National Mediation Board. 

“IT ask that you submit to me your views and recommendations on the general 
matter. Considerable care will have to be taken in devising sound and workable 
procedures and organizational relationships. The task is to facilitate admin- 
istration of the wage-stabilization program and use to the best advantage the 
existing resources of the National Mediation Board. 

“In the meantime, it is essential that some interim machinery be established 
whereby the agreement in the ‘nonoperating’ case can be reviewed and recom- 
mendations for action be submitted to you. Accordingly, I am asking that you 
immediately establish an emergency panel to consider the ‘nonoperating’ case 
on its merits and to submit recommendations to you promptly regarding its 
disposition. Such recommendations could be made effective upon the approval 
of the Administrator. This emergency panel might also be directed by you 
to consider other wage cases in the transportation industry pending the estab- 
lishment of more permanent machinery. 

“Sincerely yours, 


“Harry S. TRUMAN.” 
Senator Capenart. I have no questions to ask, except to say that 
what *you recommend makes sense, and we will make an effort to 
write it in the bill. 
Mr. Leieuty. Thank you, sir. 
Senator Carenart. It seems to me that since we had a system that 
worked in World War II, we might as well use it again. 


Mr. Leteury. That is the way it appears to us, Senator. 

Senator Carrnartr. Do you know any reasons why some folks might 
be opposed to this proposal # 

Mr. Leiguty. We have no reason to believe that there should be 
any opposition to it whatever. The railroads have indicated that 
they are agreeable to it, and we do not know any reason why it should 
not be handled that way. 

Senator Carenart. This will apply to the brotherhoods which you 
do not represent ¢ 

Mr. Leigury. Yes; but our discussions with them have indicated 
that they do not have any objection. However, I have no authority 
to speak for them. 

Senator CareHart. Yes; I understand that. But it will affect them 
equally with you. 

Mr. Leicury. The Chairman of the Panel handled more than 
2,000 disputes during the last war, and it certainly relieved the 
Stabilization Board of a lot of work. It provided a proper means 
for handling those disputes and we are satisfied that it is the proper 
method to be used. 

Senator Caprnart. I do not know why in writing the original 
1950 law we did not include the Railway Labor Act in sec tion 503. 

Mr. Leicuty. It may be that we did not notice it in time to call 
it to your attention. 

Senator Carenarr. I think it was purely an oversight. 

Senator Frear. You said that the four brotherhoods that you do 
not represent here had been in conference with you ? 

Mr. Letcurty. I have not had any official conferences, but I have 
discussed it very briefly, and they have indicated that they believe 
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something should be done similar to what was done during the last 
war. 

Senator Frear. To your knowledge they offered no objection to 
your suggested amendments ¢ 

Mr. Leicury. To the best of my knowledge, they do not object: 
that is correct. 

Senator Frear. Anything further, Senator? 

Senator Carenarr. I do not believe so. Of course, you are making 
no recommendations in respect to legislation other than these two 
points ¢ 

Mr. Leieuty. We feel that the statements made here already by 
the other organizations, particularly Mr. Green’s statement, rep- 
resents our views on those issues, and we do not want to take up your 
time and duplicate what he has said. What he has said has our 
endorsement. I want to express my appreciation to the chairman 
and the members of the committee ‘for affording me this opportunit) 
to appear before you and to give me this consideration. 

Senator Frear. Thank you very much, Mr. Leighty, for the fine 
testimony you have given. 

The chairman asked me to have these letters and attachments in- 
serted in the record. Without objection that will be done. 

(The matter referred to is as follows :) 

Drx1E-HOME SToREs, 
Greenville, S. C., February 21, 1951. 
Hon. BURNET R. MAYBANK, 
Senate Office Building, Washington 25, D. C. 

DEAR BURNET: I am not posing as an economist, but it is obvious to any 
businessman that the administration is not following sound fiscal policies. It 
is difficult for me to understand just how the administration can ignore the law 
and get away with it. You and I as. private citizens cannot do that. We at 
Dixie-Home Stores, as a business organization, cannot ignore the law and get by. 

It is also obvious to any straight-thinking person that it is time the Senate 
took over from the small group that is running the show. In fact, it seems to 
me that the only hope of this country is through a few of you Senators who have 
the power to save us from within as well as without. 

You certainly have my permision to do whatever you like with the letter I sent 
you on the 16th. 

With kindest personal regards and best wishes, I am 

Sincerely, 
J. P. WILLIAMSON. 


DIxIE-HOME STOREs, 
Greenville, S. C., February 16, 1951. 
Hon. BurNet R. MAYBANK, 
Senate Office Building, Washington 25, D. C. 

Drar Burnet: This is going to be a rather long letter, but I have some things 
I want to tell you for-what they may be worth. 

Is this a real emergency, or is it a phony? If it is real then let’s get on with 
the show, and if it is only part real and part phony then let’s get down to the facts 
and face them squarely and do whatever is necessary. 

Well, here we go again—half control of this and half control of that, and 
apparently the controls being run largely by the same old crowd other than a 
few good men at the top, and when you get right down to it the controllers are 
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doing a poor job. We agree, and believe that most organized business agrees, 
that controls are necessary under existing conditions. As a matter of fact, we 
think they were late in putting them into effect. Late last year we were all 
asked to hold the line on all prices. This we attempted to do, and so under 
present controls we now take a nice kick in the pants. 

We, along with other retail-food operators, have protected through our Wash- 
ington association office, the OPS regulations controlling meat prices. 

A terrible squeeze has developed which has resulted in our meat departments 
operating at a loss. Rather than burden you with numerous details, I would 
like to cite three examples on major products. 

During the base period the highest price at which we purchased, in carlot 
quantities, Choice beef was 50.75 cents per pound. As reported in the Packers 
Daily Record, the highest price at which this beef sold in carlot quantities on 
January 25, the last day of the base period, was 51.5 cents. The price as quoted 
in the Packers Daily Record of Tuesday, February 13, is 55 cents per pound. 
This is the level at which our present supplies were purchased. 

The highest price which we paid for 8/12 pork loins during the base period 
was 40.75 cents. As reported in the Packers Daily Record the highest price at 
which 8/12 pork loins sold on January 25 was 40 cents per pound. The price 
quoted on this item in the February 13 Packers Daily Record is 48 cents per 
pound. We are enclosing for your information copies of the Packers Daily 
Record sheets dated January 25 and February 13 from which we quoted the above- 
mentioned prices. We have underlined the pork-loin and beef prices on these 
two sheets and for your information you may wish to check the relative prices 
of other items on the two sheets. 

During the base period the highest price we paid for veals was 52 cents per 
pound, f. o. b. Greenville, 8S. C. Last week we paid 56 cents per pound, f. o. b. 
Greenville, for the same quality veals. 

We, along with other large-volume distributors, complied with Washington's 
request to hold the line. As you know, the retail chain food industry has always 
operated on the lowest net profits of any industry. The range of net profits for 
the industry will range generally from 1% percent to 244 percent of each dollar 
sales. You can readily see that it is going to be impossible for us to hold indefi- 
nitely to our present prices at which we are ceiled if costs of our meat supplies 
and other operating costs continue at the high levels now in effect. 

Since you perhaps are not familiar with all phases of the meat industry, I 
would like to point out that live cattle yield only about 58 percent dressed beef. 
A good portion of the dressed beef is, of course, fat and bone, which cause the 
price of edible cuts to advance considerably more than the price of live cattle or 
dressed beef. 

We find that some packers, anticipating price controls, established rather high 
ceiling prices, while others purchasing on the same livestock markets held the 
line. These who held the line are at a serious disadvantage in bidding for live 
cattle against the packers who have established the high ceiling. Some of our 
old reliable suppliers have advised us that they will not be able to supply us with 
beef at their ceiling prices as it will definitely force them to sell at a loss. We 
cannot expect them to do so as they would soon be out of business. 

As stated earlier, we are sympathetic to price controls under conditions such 
as exist today, but are of the opinion that regulations controlling livestock, whole- 
sale and retail prices are imperative if we are to avoid the chaotic condition 
which existed under the black market during the last war. 

The squeeze is developing on other items as our supply of lower cost merchan- 
dise is being rapidly depleted. However, meat is by far the most critical at this 
time. 

With kindest personal regards, and hoping that you will be able to take care 
of yourself, I am 

Sincerely, 


J. P. WILLIAMSON. 
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CS OIL FLTURES 
Mar closed 25. 81 


May 
July ™ 
Sept. " 


*" 25.68 


25.53 
25.15 


FATS & 


OILS 


TALLOW 


Fancy 
Choice 
Prime 


Special “ 
" 16 00 
” 3:33 
"15.25 


No. 1 
No. 3 
No, 2 
EDIBLE 
Tallow 


Oleo Oil 


" 17 00 
* 16.874 
" 16.75 


16.56 


FATS 
17.750 


22. S0n 


SHORTENING 


Standard 


Hydrogenat 
C/S OW 


31.00 


32.75 


C/S Texas 23.75n 


C/S Val 


OILS-MILLS 


Soybean 


Corn 


24. 00a 


20. $0 
25.00 


Coco-Coast 19.75 


= CATTLE == 
AT CHICAGO 


Today 


3,000 


12 MARKETS 


Today 


Wk.Ago 25,996 
23,129 


Yr.Ago 


19.200 


Utility 
Utility 
Com’l 
Com'l 
000 

North 


Cows - Northern 
Can &C 


ut. 350¢ up 
Bon. 4/7004 
7008 
Low 5/800 
Top 6/9004 
~- Bulls - 


Reg. 5 


Bolo 6004 up 


South. Bote.600¢ ap 


” 


C.&C.Cows 350¢ up 


The FIRST Delly Provision Market Service Estabiished in Amerie 


PACKERS’ DAILY RECORD 
eo . 


CARCASS BEEF-CARLOTS 


a 
41-41] 
41.75 
41-41} 
41.50 
42-42} 
000 
45.00 
44.75 
41.25 


== STEERS - CARLOTS= 


Prime 


oice 
Choice 
Good 
Good 
Hide On 


Choice 
Good 
Com'l 


Utility 


Frozen 


Brains 


Cheeks 


Head Mt. 


Hearts 


Kidneys 
Lips Ox 
Lips Ox 


Livers, 


Livers, 
Tripe, 
Tripe, 


US 6/8008 


US. 7/8009 
U.s. 8/9008 
us. 7/8008 
US 8/9008 
Calves 
100/1509 
100/150¢ 
150/200¢ 
70/1808 


MISC. BEEF 


Boxed 
Trmd 
Boxed 
Boxed 
Boxed 
Scalded 
Unscid 

Regular 

Selected 

Scalded 

Cooked _ 


5 


Fresh~ BNLS. BEEF ~ Frozen 
Trucklots - Canner-Culler - Carlota 
554 Cowmeat Fc, 534 
56} Bnls.Chux. 55 
16 Reg. Trmgs. 45 
50 Ex.Lean* 483 
564 Shankmeat 574 
coo Bologna 000 
564 Bull Meat 56} 
60 Beef Clods 60 
$1.00 BullTenders 98 
Fresh = BEFF HAMS = Fez 
62434 Insides,12/up 61 
60} Outsides8/up 59 
61} Knuckle8/ep 60 
62}34 Bnis." 6/up 61 
Tenders 3/44 75 
Cow " 4/3$ 86 
$1.00 Cow " 5S/6f 8 
a Frz. Tongues 42 
29} Beef S.C. 2/39 263 
35} Beef s.c.3/4¢ 30} 
37} BeefS.C.4/up 31} 
Fresh== VEAL = Fr 
$1452 Veal Trmgs. 514 
62 Bails. Veal 620 
39 Bon Calves 50/up 
Mutton Pre 
Bnls. 90-Lean 46 
3 Bnls. 75-Lean 31 
Fresh Mise. Beef Fre. 
74-84 Beef Lungs 10-§ 
74-8} Beef Melts 10-4 
7¢-8 Cow Udders 8} 
14 Cheek Trmgs. 14> 


75 


86 


Preah 


46 


CHICAGO CATTLE PRICES 
=== Cows - All Weights == 
Canners " 1800-2025 
Cutters “ 2025-2250 
Utility "2200-2450 
Com'l 2450-2550 
000 Bulls 000 
Gd-Ch All Wgts 2700-2800 
Com1 “ 2725-2850 
Utility " 2550-2725 
Cutter 2350-2550 
== BEEF STEERS = 
Prime 13/1500 3600-4100 
Prime 11/1300 3650-4100 
Prime 7/isoog 3700-4100 
Choice 13/1500f 3150-3650 
Choice 11/1300 3200-3700 
Choice 7/1100% 3250-3700 
Good 11/1300 2950-3225 
Good 9/1100 3000-3300 
Good’ 7/ 900% 30S0-3300 
Com’! All Wgts 2800-3050 
Utility “ 2600-2825 
= HEIFERS 
Prime #/:0f 3690-3850 
Prime  6/ swf 3600-3750 
Choice 6/iwof 3150-3600 
Good “ 5/ sf 2900-3200 
Com'l All Wgts 2650-2900 
Utility “ 2400-2650 
Other Livestock 

Vealers Gd-Ch 3700-4000 
Calves * 3300-3800 
Lambs ‘* 34S0-3550 
Sheep _Good _ 1650-1950 


HIDE FUTURES 
Mar. closed 34.05 
June " 33.01 
Sot. “ 
De: 9 * 
o_o 
HIDES & SKINS 
Cows 
Lat. Nat. 44.00 
Hvy. Nat. 40441 
Branded 40.00 
STEERS 
Hvy. Nat. 39440 
Lgt.Nat. 43.50 
Ex. Let. 46.000 
Hvy Tex. 37.50 
Ex, Lgt. 43.50 
Butts 37.80 
Colorado 36.50 
BULLS 
Native 30 50 
Branded 29 SO 
CALF SKINS 
Pkr. Light 87.50 
Pkr.Heavy 82.50 
KIP SKINS 
Per. Nat 65.00 
Overwgts 60.00 
SML. PKR. HIDES 
Nat.Cows & Steers 
48/509 “ 39.50 
50/329 “ 39.00 
52/349 “ 38.00 
Nat. Bulls 27. 50 


The FIRST Dally Provision Service Esteb!ished in Americe 


PA CKERS’ DAIL Y RECORD 


REC HAMS 
8/10 
10/12 
12/14 
14/16 
Boiling Hame 
16/18 


TOP HOG PRICE-AVG. 
21.75 Today 20.70 
21.60 Yesty 20.50 
21.50 Wk Ago 20 10 45} 
17.50 Yr. Ago 16.15 453 
es Ss Se — 
USDA HOG PRICES} 45} 
BARROWS & GILTS 43] 18/20 
120/140% 1600-1900 43} 20/22 
140/1608 1875-2000 Fra. SKND. HAMS 
160/180¢ 1975-2165 493 10/12 
180/200¢ 2150-2175 48} 12/14 

/220# 2150-2175 48 14/16 

240% 2110-2160 472 16/18 

270% 2060-2125 46} 18/20 

300f 2015-2075 § 45} 20/22 

330¢ 1985-2035 453 22/24 

(360% 1940-2000 454 24/26 

SOWS GD-CH . 443 25/30 

(300g 1850-18758 44 25/up inc. $2s 

330% 1850-1875 F.PF.a.REG PICNICS sp 

360% 1825-1850 34 4/6 34 

400% 1800-1825 32 4/8 32 153 

sows GooD 30331 6/8 303] 17} 

4504 1750-1825 31 8/10 31 - 

SSO% 1675-1775 31 10/12 31 14 Cir. Plates 14 
=== RECEIPTS == 31 8/up inc. $2s 18 Reg. Plates 18 
lowa Minn. -7 Mkts r.F.a.SDLS. BELLIES oc FATBACK B8NLS.MTS 
Today 70,000 63,700 334n 6/8 30/40 $41.00 Can. Bks 69 
Wh.Age 75,000 80,000 33n 8/10 40/30 40.00 Loins 589 
¥e.ago 69,500 59,000 323323 10/12 50/60 39.00 Tenders 80 
Chgo. Receipts Wgt.f 31 12/14 60/70 38.00 Bk. Ribs 55 
Today 12,000 025799 28} 14/16 70/80 36.50 Bk.Bones Sn 
We.Ago 14,212 2579 7s 80/100 35.50 Bacon Rinds 
Yr. Ago 10,922 266 100/125 33.50 Edible 10.00 Chittertin 17 Ton Bals.33.50 

tot_premvum; to abom cuvel Preven pros fw CCl quantita 
THURSDAY ~ JANUARY 25th. 1951 


P.F.A 
47} 
473 


oP 
47} 


LARD "FUTURES" 
6/8 
8/10 
10/12 
12/14 
14/16 
16/18 
16 18/20 
16 20/25 
Geren AM. BFLLIES 
214 16/18 
214 18/20 
21} 20/25 
214 25/30 
213 30/35 
19} 35/40 
19 40/50 
Fancy 
16/20 
20/25 


Mey * 18.35 
Loins 16/20 37-37 
Loins 20/up 354 
Butrs 4/8 
Butts 8/12 
Shidrs 16/dn 
Shidrs 16/up 
BNLS BUTTS 
Bnls. 13/3 
Bnls, 2/4 
Bnls. 3/44 
Bnls. 4/6 
Ribs, 34 dn 
Ribs, 3/5¢r 
Ribs, 5% up 
Neck Bones 
Pork Tails 
Pigs Feet 6}-7 
Pres SAUSAGE MEAT Prosen 
23-34 Reg. Trmgs. 23 
23424 50% Lean“ 24 
45-46 85% Lean* 45 
49-50 950% Lean* 48n 
384 Neckbone © 374 
544 Blademeat 52} 
39 CHEEK MEAT 39 
Head Meat 384 
Hearts Pork 35-36 
Livers Hog 233234 
Snouts, Lean tn 12} 
Stomachs 114] Melts Reg. 9.00 
Tripe, Cooked 12 Tongues C.T.28.00 


July " 18.52 
Sept * 18 75a 
=e 
SPOT MARKET 
P.S. LARD 
Cash, 18.22 
Loose, tanks 16 37 
Ref. 50f tine 17 87 
Rend. Pk. Fat 16. 37q 
GREASE 
Ch. White 
A- White 
B. White 
Yellow 
Brown 
TANKAGE 
Dry Rend. 1.90 
Wet 8/10% 9.75 
Wet 11/13% 9 25 
Blood 9 00 
PIG SKINS 
Gelatin 


39 


35] ua 


53 
52 
51 

49 
374 
33 

28 

10} 
234] 18 
234) «7 


16. $0) 
16.25 


NNNN Ph i 
2 


— 
12s 
we 


224 
224 
Gren MISC MEATS os 


13}-3 Jowl Butts 13}- 
Squares D.C. 17} 
Sknd. Jowls - 
S.P.Jowls 13 9.25 

12 00 

Frozen — Carlote 

Brains Hog 16.00 

Ears Pork 15.00 

Kidneys 13.25 


Lips Pork 13.00 


Tanning 
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CS Ol. FUTURES 
Mar closed 26 40 
May “. 26.40 
July 26.40 
Sept 26.10 
—— 
FATS & OILS 
TALLOW 
Fancy “ 18.50 
Choice “ 
Prime “ 
Special “ 
No.1 ™ 
No. 3 
No.2 " 
EDIBLE FATS 
Tallow 19.00n 
Oleo Oi] 22 500 
SHORTENING 
Standard 31.00 
Hydrogenat 32.75 
c/s OIL 
C/S Texas 23. 25b 
C/S Val. 23. S0b 
OILS-MILLS 
Soybean 20. 50b 
Corn 24.50 
Coco-Coast 21. 50a 
= CATTLE = 
AT CHICAGO 
Today 4,500 
12 MARKETS 
Today 34.600 
Wk.Ago 40,374 
Yr.Ago 44,347 


Leas F.0.8. Chicage or Chicage Basis 
Promst Shipment 


Carlet Gametities - 
TUP HOG PRICE-AVG 
24.00 Today "22.85 
24.00 Yesty 22.75 
23.00 Wk.Ago 21.95 
18.35 Yr. Ago 17.00 


USDA HOG PRICES 


BARROWS & GILTS 
120/140f 1650-2025 
140/160 2000-2175 
160/180 2150-2375 
180/200% 2360-2400 
200/220 
220/240 
240/270¢ 
270/300¢ 
300/330¢ 
330/360¢ 

sows 
270/300$ 
300/330¢ 
30/3608 


2338-2375 


217S-2240 
2150-2190 
GD-CH 

2050-2075 
2050-2075 
2025-2050 
2000-2050 
GooD 

1950-2025 
1875-1978 


lowa Minn.~7 Mkts 
Today 


Today 
Wrage 8,501 
Ye. Ago 6,911 


2365-2400 


2275-2360 
2225-2300 


40,000 55,200 
Wh.Ago 25,000 47,000 
Yr.Ago 60,000 48,500 
Chgo. Receipts Wgt. 
8,000 «260% 
2534 
2644 


The FIRST Doily Provision Merket Service Established in Americo 


PACKERS’ DAILY RECORD 
“The Rec: i - 


CARCASS BEEF-CARLOTS 
Cows - Northern 
Can. & Cut. 350¢ up 
Utility non. 4/7009 
Utility Reg. 5/7004 
Com'l Low $/800§ 
Com'l Top 6/900 
000 ~ Bulls - 
North Bolo 6004 up +9 
South. pole 609% up 48 50 
"CaC Cows350fup 43.50 
== STEERS - CARLOTS= 
Prime s 6/8008 56 


13344} 
44-444 
44-444 
$4445 
45946 
00 
00 


Choice us 8/900 
Good us. 7/8009 
Good US 8/900$ 
HideOn Calves 
Choice 100/150¢ 
Good 100/150¢ 
Com'l 1580/2004 
Utility 70/1504 
Frosen MISC. BEEF 
Brains Boxed 
Cheeks Trmd 
Head Mt 

Hearts 

Kidneys 

Lips Ox 

Lips Ox 

Livers, 

Livers, 

Tripe, 

Tripe, 


51.00n 
Carlots 
56.00 
49.00 
45.00 
42.00 
Carlots 
64-7 
41.50 
40341} 
36.50 
12-13 
18.00 
17.50 
$1-51} 
60-62 
12.$0 


The FIEST Dolly Provision Morket Service Established le Americe 


PACKERS’ DAILY 


r.r.a. REG HAMS 
50 8/10 
50 10/12 
483 12/14 484 
48 14/16 48 
- Boiling Hams ” 
46 16/18 46 
454 18/20 45} 
454 20/22 453 
era. SKND. HAMS sp 
52 10/12 ~ 

12/14 

14/16 

16/18 

18/20 

20/22 

22/24 

24/26 

25/30 
44-444 25/upinc. #2s 
F.F.A. REG PICNICS sp. 
352 4/6 353 
3} 4/8 34} 
333353 6/8 343 
33 8/10 33 
33 10/12 33 
33 8/up inc. $2s 
P.F.A.SDLS. BELLIES pc 
33434 6/8 35} 
33-334 8/10 34} 
32333 10/12 34} 
31-314 12/14 323 
28329 14/16 30} 

16/18 26} 

18/20 244 


sr 
$0 
50 


Add wean! market premiums to above cariet Provision priest fer L-©-L. § 


Fresh ~ BNLS. BEEF ~ Frosen 
Trucklots - Canner-Cutter - Cariots 
$547} Cowmeat F.c, $8} 
58-9} Bnls.Chux. 57 
46-47 Reg. Trmgs. 47 
50-14 Ex.Lean* 49 
56457 Shankmeat 58 
coo Bologna 000 
60 Bull Meat 60} 
60 Reef Clods 60 
$1.00 Bull Tenders 98 
Fresh = BEEF HAMS= Fr: 
64-65 Insides,12/up 63 
61-63 Outsides8/up 60 
62-64 Knuckle8/up 61 
63465 Bnis." 6/ap 62 
75-80 Tenders 3/47 75 
86 Cow ™ 4/84 86 
$1.90 Cow” s/og 98 
a Frz. Tongues 
30} Beef S.c. 2/38 
364 Beef S.C. 3/44 
38} Beef S.C. 4/ap 
Fresh == VEAL = 
$2 Veal Trmgs 
62 Bnis. Veal 
40 Bon. Calves 
Vreab Mutton Pre 
46 Bnls. 90-Lean 46 
RD | Bnls. 75-Lean 31 
Fresh Mise. Beef Fr:. 
74-84 Beef Lungs 4 
74-84 Beef Melts 9 
74-8 Cow Udders 8 
14 Cheek Trmgs. 14 


513 
622 
50/up 


Gren FATBACKS 
133 6/8 
14 8/10 
14} 10/12 
15} 12/14 
15} 14/16 
16 16/18 
16 18/20 16} 
16 20/25 164 
Green AM BELLIES os 
22 16/18 
22 18/20 
22 20/25 
20321 25/30 
19320 30/35 
19-19} 35/40 
18 40/50 


ps 
134 
145 

14}15 
154 

16 
16} 


22423 
22423 
22-224 
21-214 
20} 
19} 


- Fancy - 


224 
224 
Green 


14} 


16/20 234 
20/25 23} 
MISC MEATS os 
Jow!l Butts 13} 
16} Squares D.C. 174 
17} Sknd. Jowls - 
- S.P. Jowls 13 
14 Clr. Plates 14 
18 Reg. Plates 18 
FATBACK EPNLS.MTS 
30/40 $41.00 Can.Bks 684 
40/30 40.00 Loins so 
50/60 39.00 -Tenders 80 
60/70 38.00 Bk.Ribs 55 
70/80 36.50 Bk.Bones Sn 
80/100 35.50 Bacon Rinds 
100/125 33.50 Edible 10.00 


RECORD 


CHICAGO CATTLE PRICES 
== Cows - All Weights 
Canners “ 1950-2200 
Cutters " 2200-2425 
Utility " 2400-2625 
Com'l “ 2600-2800 
000 Bulls 000 
Gd-Ch All Wgts 2900-3000 
Com1 ” 2900-3050 
Utility ." 2750-2900 
Cutter * 2550-2750 
=e BEEF STEERS = 
Prime 13/1500 3850-4200 
Prime 11/1300f 3875-4200 
Prime 7/1100f 3825-4200 
Choice 13/1500 3350-3875 
Choice 11/1200 9400-3875 
Choice 7/1100 3400-3875 
Good /is0f 3150-3400 
Good 9/1100 3200-3450 
Good 7/ 9% 3250-3450 
Com’! All Wgts 2900-3250 
Utility “ 2700-2950 
= HEIFERS 
Prime  s/iof 3675-3900 
Prime  6/ sof 3675-3800 
Choice 6/iof 3350-3675 
Good s/f 3100-3375 
Com'l All Wgts 2800-3100 
Utility “ 2600-2850 
Other Livestock 

Vealers Gd-Ch 3800-4000 
Calves * 3300-3900 
Lambs ‘* 3800-3900 
Sheep Good 2000-2400 


= 
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Founded and Published since 1920 by 

James P. Lennon & Co. 
Beart of Trade 
Phone WAbash 2-2445 


Bidg., Chicage 4 


RIDE FUTURES 
Mar.cheet  - 


HIDES & SKINS 
Cows 
Lgt. Nat. 37.00 
Hvy. Nat. 34435 
34.00 
STEERS 
Hvy. Nat. 33434 
Lgt.Nat. 37.50 
Ex. Let.” 40.00 
Hivy Tex. 31.50 
Ex. Lgt. 38.50 
Butts 31.00 
Colorado 30.50 
BULLS 
24.00 
23.00 
CALF SKINS 
Pkr. Light $2.50 
Per.Heavy 77.50 
KIP SKINS 
Pir. Nat. 60.00 
Overwgts $5.00 
SML. PKR. HIDES 
Nat.Cows & Stearn 
48/509 “ 35.30 
$0/S2¢ “ 35.00 
$2/S4¢ “ 34.00 
Nat. Balls 23.50 


Branded 


Native 
Branded 


Founded and Publ hed seme ny y 
Jomes P. Lennon & Co. 
Beard of Trade Bidg., Chicage 4 


Phone WA bash 2.2445 


oins 12; 
Loins 16/20 
Loins 20/up 
Butts 4/8 42444 

Butts 8/12 424 
Shidrs 16/dn 35} 
Shidrs 16/up 35} 
BNLS. BUTTS Freer 
Bnls. 13/3 523 
Bnis. 2/4 524 
Bnls. 3/44 S12 
Bnls. 4/6 504 
Ribs, 34 dn 38-38} 
Ribs, 3/S#r 33} 
Ribs, 54 up 27 
Neck Bones 10-11 
18 Pork Tails 17 

7] ~—~Pigs Feet 7} 

Freeh SAUSAGE MEAT Prosen 
26 Reg. Trmgs 25 
30 50% Lean* 26} 

85% Lean * 

95% Lean * 
Neckbone 
Blademeat 
CHEEK MEAT 39} 
Head Meat 394 
Hearts Pork 35-36 
Livers Hog 

Snouts, Leas In 
Stomachs 

Tripe, Cooked 
Chitterlings 


, 
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LARD “Futures” 
Mar. closed 19.65 


SPOT MARKET 
P.S. LARD 
Cash, 19.65 
Loose, tanks 18.12 
Ref. Sof tins 19.62 
Rend. Pk. Fat 17.62 


tres 


GREASE 
Ch.White 
A- White 
B. White 


Yellow 


18.25 
17.75 
17.25 
16.75 
16.00 
TANKAGE 
Dry Rend. 1.95 
Wet 8/10% 9.75 
Wet 11/13% 9 So 
Blood 9.25 
PIG SKINS 
Gelatin 9.25 
Tanning 12.00 


== PORK. 


Brown 


zen — Carlots 
Brains Hog 16.00 
Ears Pork 15.00 
Kidneys 13.25 
Lips Pork 13.50 
Melts Reg. 9.00 
Tongues €.T.27.50 
Tongues Bais.33.S0 
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{From the Journal of Commerce, New York] 


Cuicaco LivestocK VALUES ADVANCE—LIMITEep Recerprs SEND Hoes, CArtie 
HIGHER; SHEEP MOSTLY STEADY 


CuHicaco, February 13 (AP).—With a large proportion of expected livestock 
supplies held back by icy-road conditions today, prices generally responded on a 
steady to higher tone. 

Hogs were steady to 25 cents higher on a salable run estimated at 8,000. Most 
butchers were worth $22.25 to $23.75 and a top sparingly paid at $24. Sows 
brought $18.25 to $20.50 mainly, a few going on to $20.75. 

Cattle ruled steady to 50 cents higher. Commercial to Prime steers ranged 
from $30 to $41 and Good and Choice heifers from $31 to S36. 
topped at $28, comparable bulls at $30.50, and choice vealers at $40. 

Although wooled lambs and most ewes were steady, shorn lambs were con- 
sidered weak. Good and Choice woolskins made $38.50 to $39 and the bulk of 
the ewe offerings from $24 downward. Good to Choice lightweight ewes found 
a sparing outlet at $25. 

Among other receipts on sale were an estimated 4,500 cattle, 300 calves, and 
1,000 sheep. 


JUNE 4, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Banking and Currency Committee, 
United States Senate, Washington, D. C.: 


On behalf of the commissioners of agriculture of the following States which 
met:in Washington, D. C., May 20-24, 1951, in person or by personal representa- 
tive: 

Alabama Louisiana South Carolina 

Arkansas Minnesota West Virginia 

Florida Nebraska 

Georgia North Dakota 

and after prolonged discussion, I was delegated and instructed to make the 
following report to the Congress through you: 

In making this report, I deem it wise to set out the background that motivated 
the decision of these commissioners of agriculture. 

The aforesaid commisioners of agriculture favor increased production as the 
greatest and only real safeguard of our Nation during this time of emergency. 

We favor a free and unbridled economy as being the only way to attain our 
greatest defensive strength, and at the same time the only method under which 
our American way of life can be preserved through recurring emergencies. 

We oppose subsidies, whether they be to producers, processors, manufacturers 
or consumers. Subsidies are additional burdens on taxpayers and are highly 
inflationary. 

We oppose price ceilings and roll-backs because they are inconsistent with a 
free economy. They discourage production at the time when increased produc- 
tion is of paramount importance. They inevitably work undue hardships on 
segments of the people. They necessitate tremendous increases in Government 
employees. The orders and directives consequent to their operation are con- 
fusing and are hindrances to production, distribution, and business generally, and 
always result in regimentation, to a degree repugnant to the spirit of freedom in 
the American people. We oppose the existing law and we oppose all proposed 
amendments as being even worse than the provisions of the existing law. 


PRICE CONTROLS 


In order that you make get the background for this position, I would like to 
quote in part a statement presented to a congressional committee by a group of 
commissioners of agriculture in October 1945, as follows: 

“It is impossible for Congress to increase the sum-total wages of industrial 
labor unless at the same time a corresponding increase is made in farm prices. 
The reason for this is that the total of the Nation’s factory payroll does not and 
cannot very far exceed the sum total of the cash income of the farmers. This 
statement is fully proven by the official records of the United States Government 
year by year. 
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“If the hourly pay of factory workers is increased, without at the same time 
increasing the farm income, it simply means there will be fewer jobs for factory 
workers. A smaller number of factory workers will receive increased wages. 
The balance of the factory workers will be without any job at all. 

“The records of history show that neither a republic nor a democracy can 
long endure where private ownership of property does not exist. This is true 
because in a republic or a democracy the voters themselves are the ultimate 
government. Where private property does not vest in the voters, it is only 
natural and it is inevitable that the voters will exercise their ultimate preroga- 
tive and take charge of all property in the name of the government. This is not 
only proven on the pages of history but it is being proven in current affairs today 
(October 1945). We have but to look at England, France, Russia, and many 
other nations even today to see the vital truth of this statement. 

“The farmers of this Nation constitute the great bulwark of protection to 
private property of every kind and description in this Nation. Without a strong 
and prosperous agriculture and without a large aggregation of land-owning 
farmers, no man could feel that his investment and capital were safe, whether 
they consisted of cask and intangibles, whether they consisted of factories and 
railroads, whether they consisted of land and houses, or whether they consisted 
of any other form of capitalism. 

“The sum total of all wages, salaries, and profits is limited by the national 
income. The national income is limited by the farm income. The national 
income is seven times the farm income—it cannot be very much more and is 
never much less. ’ 

“The truth of this natural economic law is strongly recognized by the United 
States Steel Corp. and the Tennessee Coal, Iron & Railroad Co. in the current 
October (1945) issue of the Manufacturers’ Record. We invite your atten- 
tion to this direct and unequivocal statement by one of the largest business organ- 
izations in this country to the fact that the farm income controls the national 
income. 

“Every American is supposed to subscribe to the Oath of Allegiance to the Flag 
of the United States: 

“‘T pledge allegiance to the flag of the United States of America and to the 
Republic for which it stands, one nation indivisible, with liberty and justice 
for all.’ 

“This does not say justice for any particular group. It does not say justice 
for those who are organized strongly enough to enforce their rights. It does 
not limit justice to those who labor in any particular field of industry. It does 
not limit justice to those who contribute to the Nation’s economic welfare in 
any particular manner. But it provides justice for all. 

“We also want to make it perfectly clear that we are not opposed to labor, 
organized or unorganized. On the other hand, we are their friends. We stand 
ready at all times to go to bat to see that they are not denied full justice in 
every Way under our national economic set-up. 

“We also wish to make it clear that we are not appearing in any sense in 
opposition to labor and its demands at this time. 

“We believe, without going into any discussion of the merits or demerits of 
what has already been done, that our Nation is faced today with an economic 
condition that makes it vitally necessary for all labor to receive high wages 
in terms of money. 

“We. believe it equally necessary, from the standpoint of the Nation’s welfare, 
for all white-collar workers, professional people, school teachers, etc., to receive 
high salaries in terms of money. 

“This necessity is brought about by reason of tremendous national debts and 
other public debts which will prove a crushing load on the taxpayers unless very 
high incomes are to be had, together with a very large national income which 
will make it possible to refinance and carry this tremendous load of debt until 
it can be reduced and a suflicient part of it retired to leave only a manageable 
balance, 

“We have, we hope, made it perfectly clear that we are not antagonistic to 
any other group. We would like to proceed to demonstrate to the members of 
this committee just where the American farmer now stands in the over-all 
picture of our American economy. 

“If farm prices today bore the same relation to factory workers’ wages that 
they did during the years of 1911 to 1915, then the farmer today (1945) would 
be getting the following prices for basic farm products and crops: 
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“For cotton he would receive 52.20 cents per pound. For corn, he would be 
receiving $3.30 per bushel. His wheat would be bringing $4.45 per bushel. 
Hogs in Chicago would be 38 cents per pound. The average price of beef cattle 
in Chicago would be 39% cents per pound.” 


7 
GOVERNMENT FIGURES PROVE CONTENTION 


It is now 6 years since the above statement was made to a congressional com- 
mittee by members of this group. It is interesting to note that the most recent 
Government figures demonstrate the unvarying force of the rule set out in 1945— 
that the national income is limited to approximately seven times the farm cash 
income. 

The annual report of the United States Department of Commerce for the year 
1948 gives the annual national income and the farm income through the year 
1948. 

The farm income for 1946 was $25,636,000,000; for 1947 $30,328,000,000; for 
1948 $30,802,000,000, making a total for the 3 years of $86,766,000,000. 

If we take the total for the 3 years of $86,766,000,000 and multiply it by seven, 
we find that the national income for the same 8 years should have been 
$607,362,000,000. 

According to the same report, the national income for 1946 was $179,562,000,000 : 
for 1947, $201,709,000,000 ; and for 1948 it was $226,204,000,000. The national 
income for the 3 years amounted to $607,475,000,000. The farm income for the 
3 years lacked only $113,000,000 of being exactly °one-seventh of the national 
income, which is a discrepancy of only 0.02 of 1 percent. 

The years 1946, 1947, and 1948 were a time of tremendous economic upheavals. 
The OPA controls were discontinued. Labor troubles were rampant throughout 
the country. The wartime demand came to an end. Certainly there was every 
reason to believe that the 1 to 7 ratio between farm income and national income 
would have been upset during that period if it were not an iron-bound, natural 
economic law. 

From the above, the conclusion is inescapable that if you add $1 to the farm 
income, you add $7 to the national income. 








PARITY IS A FLOOR—NOT A CEILING 





Legal parity as provided by law on basic farm crops is not and cannot be 
actual parity. It was provided by the Congress as a minimum or floor for fair 
prices to prevent disaster to American agriculture. The rapidly changing mode 
and standard of living makes the determination of actual parity by law impossible. 

True parity must always be somewhere above legal parity. 

The placing of ceilings on farm crops tends to force prices back to the Govern- 
ment loan value, which is necessarily less than true parity, 10 percent less than 
legal parity, and under existing conditions, considerably less than the cost of 
production. 

For these reasons, the farmer will be severely penalized and perhaps suffer 
irreparable losses by undertaking to comply with their Government’s request for 
large increased production. As an illustration, should the farmers produce 16 
million bales of cotton this year, they will suffer irreparable losses if they are 
forced to take the Government loan price for the crop. 


NATIONAL EMERGENCIES AND WARS ARE PAID FOR BY THE PEOPLE 


Any candid statement by any reliable source must carry the fact that all costs 
incident to wars and national emergencies must be paid by the people, either at 
the time or afterward. The fact that, under modern conditions, indebtedness 
and taxes are designated in terms of money, tends to confuse the public thinking 
about these problems. 

In ancient times the king’s taxes were levied in kind. A portion of the farmer's 
products were taken by the government, a portion of the shoemaker’s shoes were 
taken by the government, and so on through the items needed for carrying on 
the war. It was easy then for every citizen to understand that he had to pay 
the cost of the war by sacrificing a portion of his goods or labor. 

Under modern conditions, it is not easy for the average citizen to understand 
this, although it is still true. Under present-day conditions, the citizen may pay 
the cost of the war or national emergency in two ways, namely, he may receive 
less money for his labor and goods or he may receive as much or more money, if 


the money is inflated and of less value. The inflation of the money itself is 
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simply a way of taking a portion of the citizens’ labor or goods for war purposes. 

If we are going to prevent inflation, where will we begin? We cannot inflate 
Government spending and prevent inflation in the balance of our economy. 

If we carry on a war by increasing the public debt, we are simply doing what 
every debtor does—we are simply postponing payday until a later time. 

Unless we are going to reduce Government spending, we cannot reduce prices 
and wages—that is obvious. 

Unless we are going to vastly increase the public debt, we must pay as we go. 

If we are going to pay as we go, we must put up with whatever amount of 
inflation is necessary to maintain our general economy in line with public 
spending. 


The thing that is most urgently needed at this time is a frank, full, and clear- 
cut statement from the administration to the people as to just what is required 
for national defense, just what burdens this will place upon the citizens, and 
just how the administration proposes to accomplish it. 


CONCLUSION 


In conclusion, I beg leave to repeat that we favor increased production as the 
greatest and only real safeguard of our Nation during this time of emergency. 

We favor a free unbridled economy as being the only way to attain our greatest 
defensive strength, and at the same time the only method under which our 
American way of life can be preserved through recurring emergencies. 

We oppose subsidies, whether they be to producers, processors, manufacturers, 
or consumers. Subsidies are additional burdens on taxpayers and are highly 
inflationary. 


We oppose price ceilings and roll-backs because they are inconsistent with a 
free economy. 
Respectfully submitted. 


J. Roy Jones, 
Commissioner of Agriculture, State of South Carolina 
(For himself and the other commissioners attending said meeting). 
Senator Frear. The committee will stand in recess now until 2 :3¢ 
in room G-16 of the Capitol. 
(At 12:45 p. m., a recess was taken until 2:30 p. m., the same day, 
in room G-16 of the Capitol.) 


AFTERNOON SESSION 


Senator Frear (presiding). Mr. A. J. Hayes, president of the Inter- 
national Association of Machinists, I believe, was by agreement to be 
first this afternoon. Is that right, Mr. Hayes? 

Mr. Hayes. That is my understanding, sir. 

Senator Frear. Before you proceed, Senator Douglas has sent in 
something that I would like to have put in the record. 

This is a letter from Mr. Meek, executive secretary of the Illinois 
Federation of Retail Associations, and the Senator would like to have 
it inserted following the testimony of Mr. Rowland Jones on May 31. 
This letter is in further explanation of the telegram from Mr. Meek 
which Senator Douglas had inserted in the record a few days ago. 

Without objection, the letter will be inserted in the record. 

(The letter referred to will be found on p. 2031.) 

We also have another request from Senator Douglas, as to the state- 
ment of Mr. Paul Anderson, that it be inserted in the record. That 
may be done. 

(The statement follows:) 


STATEMENT OF PAUL A. C. ANDERSON, CHAIRMAN, Boarp or Drrecrors, 
GREATER CHICAGO HoTen ASSOCIATION 

My name is Paul A. C. Anderson of Chicago, Ill., and I operate the Fairfax 
Hotel located at Hyde Park Boulevard and Dorchester Avenue in Chicago. 
This statement is filed on behalf of the Greater Chicago Hotel Association, of 
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which I am privileged to be chairman of its board of directors, having served 
as its president during the years 1949 and 1950. 

All hotels in the country were decontrolled by action of Congress as of June 
30, 1947, and you will recall that residential hotels in Chicago and New York 
were recontrolled as of April 1, 1949. Inasmuch as New York hotels have been 
placed under local rent control, the result is that Chicago residential hotels are 
the only hotels in the United States under the Housing and Rent Act of 1947, 
as amended. Certainly this is discriminatory. 

Chicago hotels are the same as other hotels through the country. Our 
hotels render the same services and operate in substantially the same manner 
as hotels elsewhere. There is no need for rent control in Chicago residentia| 
hotels. In March of 1951 a survey of occupancy of Chicago residential hotels 
by Harris, Kerr, Forster & Co., and Horwath & Horwath, the two outstanding 
accounting firms of the hotel industry, disclosed the following figures: 


Occupancy : Percent 
Harris, Kerr, Forster & Co. (for 26 residential hotels with 10,199 

I a th a eS a ee, accesses aden ines ey Se Re CR Ms ae 7. 09 

Horwath & Horwath (27 residential hotels with 11,740 rooms) —_---~_- 86. 37 


This shows a vacancy of approximately 13 percent, which certainly proves that 
no shortage of hotel accommodations exists in Chicago. The Housing Expediter 
has formally testified before congressional committees in past years that there 
was no reason to keep hotel room rates under control when vacancies reached 
10 to 15 percent. 

Last year when rent control was extended, the Senate adopted an amend- 
ment to the Rent Control Act which would have exempted Chicago residential 
hotels from rent control. No such amendment was included in the House bill, 
and the proposal was stricken by the Senate-House conferees. 

We respectfully request your committee to correct this discriminatory situa- 
tion at this time, and urge the adopton of an amendment to decontrol hotels 
in Chicago. 


Senator Frear. Sorry, Mr. Hayes, you may now proceed, sir. 


- 


STATEMENT OF A. J. HAYES, PRESIDENT, INTERNATIONAL 
ASSOCIATION OF MACHINISTS, WASHINGTON, D. C. 


Mr. Hayes. Mr. Chairman and gentlemen of the committee, my 
name is A, J. Hayes. I am the president of the International Asso- 
ciation of Machinists; my address is Machinists Building, Washing- 
ton, D. C. 

I want to first thank the committee for the opportunity which you 
have offered me to present the views of the International Association 
of Machinists with reference to the Defense Production Act of 1950. 

Since President William Green, of the AFL has already presented 
the views of the AFL, I shall make no attempt to cover all aspects of 
the act. 

The Defense Production Act is not a partisan issue. It transcends 
all groups, factions, parties. We must face it as Americans, upon 
whom the fate of the whole world depends. 

Our attitude to the Defense Production Act is determined by the 
urgent needs of these troubled times. In our opinion, there is no time 
to be lost. Today we are successfully resisting, in Korea, the Commu- 
nist aapreomon of yesterday. But we must be prepared to oppose 
and defeat acts of aggression planned for tomorrow, the day after 
tomorrow, and for the years ahead. The time to prepare for tomor- 
row’s aggression is today. 

We certainly cannot meet the challenge of the most cunning and 
brutal dictatorship in history by sticking to business as usual. Ex- 
traordinary times require extraordinary means. As freedom-loving 





peopl 


detest 
The 
Kore 
Ag 
asked 
are e) 
and | 
To 
hit, 1 
great 
a mL 
alrea 
dest 
W 
Act 
ame! 
= 
stabi 
In 
fact. 
tion 
The 
ruin 


The 
the 
tim 
pric 
vi01 
infl 
fast 
A 


hav 
lio 
exc 
my 
leg 
exc 
as 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 9461 


people we abhor Government controls. As peace-loving people we 
detest war. But does this mean that we refuse to fight when attacked ¢ 
The answer is being given every day, every hour, every minute in 
Korea by our brave fighting men. 

Against the sacrifices of these Americans in Korea, the sacrifices 
asked of the rest of us are hardly worth mentioning. And yet views 
are expressed in Congress and out that we ought to abandon controls 
and let nature take its course. 

To meet the menace of communism wherever and whenever it might 
hit, we must mobilize all the human and material resources of this 
great Nation. Our defense effort requires maximum production with 
a minimum of inflation. I say a minimum of inflation because we 
already are in the midst of an inflation which, if it is not stopped, will 
destroy the unity of the Nation and sap the strength of our country. 

‘We must, therefore, extend and strengthen the Defense Production 
Act of 1950. During the course of my testimony, I shall suggest 
amendments to the act which are designed to accomplish these ends. 
Experience has shown that to fight inflation we need a well-rounded 
stabilization program that involves both direct and indirect controls. 

Inflation does not affect all elements of society in the same way. In 
fact, speculators, black marketeers, and even some legitimate opera- 
tions may profit from inflation. But the great mass of people suffer. 
The defense effort is hurt, the Nation is weakened, and our allies 
ruined economically. 

Right after Korea, speculation on the commodity exchanges began. 
The prices of commodities like tin, wool, and rubber, which come from 
the East through the Pacific Ocean, advanced sharply. From the 
time just before Korea to the end of January—an 8-month period— 
prices on the commodity exchanges jumped nearly 50 percent. Ob- 
viously, speculators on these exchanges had everything to gain from 
inflation, since the prices of the commodities they sold went up much 
faster than the goods they had to buy. 

And you can speculate with other peoples’ money, too. If you 
have a million dollars to spare, you can speculate with $10 to $15 mil- 
lion worth of goods and clean up a handsome profit. Moreover, the 
exchanges have attracted the little speculator, too. I do not want 
my remarks on speculation to be misinterpreted as opposition to the 
legitimate and useful hedging operations carried on in the commodity 
exchanges. All I advocate is that they be regulated in the same way 
as the stock markets are today. 

But speculations were not limited to the commodity exchanges. 
Corporations speculated in inventories, hoarded scarce material and 
manufactured products. The value of inventories climbed by $15 
billion in the last year. And the financing of this huge inventory was 
made possible by free and easy bank credit. 

Senator Scnorepret. I would like to ask Mr. Hayes, at this point, 
Mr. Chairman, about the hoarding of material which you speak of, 
by large corporations and operators. You, of course, are aware that 
written into the law that was passed last September was specific pro- 
vision to take care of that? 

Mr. Hayes. Yes. 

Senator Scnorpret, I am wondering if it is your judgment that 
that has been permitted to exist, if it has existed, and I have no doubt 
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but what it has in a great many instances, because of a lack of admin- 
istration or application of the enforcement features of that act! 

Mr. Hayes. Well, of course, Senator, I don’t know the reasons 
that it was permitted, but I think that everyone is familiar with the 
fact that it has been permitted. I think that the building up of 
inventories, which certainly has not been good for our economy in 
these times, was another source of hoarding which has been a threat 
to a well-balanced economy. 

Senator Scnorrren. Of course, building up of inventories in 
anticipation of what might be required under a forced draft to the 
requirements of the defense program obviously could not be too se- 
verely criticized, though, we had every right to believe, from a lot 
of these scare headline announcements coming out in the press and 
a lot of places, based on someone making a statement here and there, 
that they were going to chop off this and chop off that. That might 
have contributed to a great extent to the grabbing of these materials, 
where they knew they had defense contracts in the making and where 
they were required to put it on the performance line. 

Mr. Hayes. Of course, Senator, there are certain unknown factors 
here, and I am sure that I am not qualified to decide whether there 
was justification for building up the huge inventories that have been 
built up in some industries or not; but it appears to many people, 
particularly to laymen, that many of the inventories have been built 
up for the purpose of gouging the public when materials became 
scarce. Thus you had warehouses in manufacturing plants and in 
retail establishments filled with television sets, radio sets, and what 
not, until the inventories became a terrific burden to those who had 
built up such tremendous stocks. It does not, hardly, seem reason- 
able that good business practices would dictate the building up of that 
kind of inventory merely to save a business. It seems to many lay 
people, at least, that there were other reasons for the building up of 
such tremendous inventories. 

Senator Scnoerre.. In some instances today, they are paying for it 
and getting burned by it. 

Mr. Hayes. Yes, because of the fact that the things that they antici- 
pated would happen did not happen. And I think we have an example 
in New York at the present time. But unfortunately, if those things 
had not happened, and if defense contracts had been let at a much 
greater rate than they have, and materials would have become scarce, 
and money would have been freer, the demand for products would have 
been greater, then of course the American public would have been 
gouged. 

Senator Ropertson. On yesterday a large Virginia distributor of 
radios, television sets, and maybe refrigerators, though I do not know, 
materials sold by some of the large retail furniture stores, said that 
his distributors in Virginia were so overloaded with equipment of that 
kind that it was just absolutely necessary to relax regulation W to per- 
mit them to move it, or else they could not meet the loans to the banks 
that they had incurred in order to put in all these tremendous 
inventories. 

Mr. Hayes. Unfortunately, all of the opinions with reference to 
regulation W and the relaxation or liberalization of regulation W 
do not coincide with mine. I don’t believe that regulation W should 
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be liberalized for the express purpose of helping business unload the 
huge inventories that they have built up. I think that insofar as 
absolute necessities are concerned, things that people need in order to 
follow their jobs in a defense plant or something like that, the regu- 
lations ought to be liberalized somewhat; but I don’t believe they 
ought to be very liberal insofar as products and commodities which 
are not real necessities are concerned. I think we must have some 
type of credit control. d vi 

* Senator Rosertson (presiding). You may proceed. 

Mr. Hayes. While the psychology of “near war” provided the nec- 
essary impetus to expand and speculate, the banking system provided 
the money to accomplish this feat. The chief money policy of the 
Federal Reserve Board has accentuated and perpetuated the present 
inflation. This fact must be recognized if we are to successfully 
combat extremely disastrous forces of inflation. 

Senator Bricker. That has been going on for 12 or 15 years. 

Mr. Hayes. I am afraid it has. I don’t think that is justification for 
it to continue and get worse. 

Senator Bricker. I do not say that it is, but it has been going on for 
12 or 15 years. 

Senator Roserrson. Is it not a fact that they have tried, in the last 
months, to bring about adequate control ? 

Mr. Hayes. Yes, a very effective control has been put on in recent 
months. In fact, it is the most effective thing that has been done. 

Loans of all commercial banks are now at the stupendous sum of 
$54,300,000,000—24 percent above last. year’s total. Even in that 
speculative year of 1929, it was at $36 billion and 5 years ago it was 
down to $27 billion, or half of what it is now. Since Government 
defense spending during this period was relatively small, most of this 
increase was used to build up inventories—gambling for a rise in 
prices, and also speculation on the commodity markets. There has 
been little attempt to curb the lending activities of banks. The volun- 
tary credit restraint committee that has been set up under the Defense 
Production Act of 1950 is limited by its very nature. There is a real 
need to restrict the credit of lending institutions by Federal action 
because of the tremendous holdings of marketable Government securi- 
ties, and because bankers are not actually restrained in extending 
credit. 

Senator Bricker. Of course, that has been done now. 

Senator Rosertson. That has been done. They are not unloading 
Government securities any more. The Federal Reserve Board lets 
securities go below par, and our Victories went considerably below 
par. The open market committee of Federal Reserve is buying prac- 
tically nothing now. 

Mr. Hayes. I think that must continue to be done. 

Senator Roserrson. Well, I agree with you that it has gotten out 
of hand ; but I think we might as well recognize what has been clamped 
on in the way of these curbs. I think this voluntary program is 
going to show more results than you apparently anticipate. 

Senator Bricker. It is already showing them back in the 
comnyunities, 

Mr. Hayes. Senator, I am not so sure that we can be governed by 
the signs that appear today; because, as conditions in our economy 
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change, those things change also, and I think that our experience in 
the past, particularly just prior to 1929, is certainly ample evidence 
that we cannot depend upon voluntary methods in order to do some- 
thing which we know must be done. 

Senator Roperrson. That may be true, but the Federal Reserve 
Board has exercised its powers to the full limit except in New York 
and Chicago. I was discussing the matter not long ago with the 
Chairman of the Federal Reserve Board in connection with the new 
Wilson report, asking for an increase in the authority to set up reserves 
and extend the controls to nonmember banks, and the Chairman of 
the Federal Reserve Board admitted to me that a very sharp curb had 
been put on loans, and he thought that the voluntary program was 
working very well. 

Mr. Hayes. I think there has been substantial improvement. We 
are concerned that that continue in the right direction. 

The results of this very liberal policy have contributed to a very 
one-sided effect upon the people of this Nation. While on one hand 
the speculators, the industrialists, and the bankers have profited exces- 
sively, the wage earner has lost. He has lost because once again this 
liberal credit policy has contributed to a depreciated dollar; once 
again he is faced with a reduced standard of living; once again it is 
the wage earner who, because of an unfair money policy, is forced to 
carry a burden severely disproportionate to his ability. 

The controlling of credit must be placed in its proper perspective. 
We are in the midst of preparing national legislation designed to 
guard us in meeting the aggressive forces of totalitarianism. <A real- 
istic credit program, designed both to attain maximum production, 
and yet curb inflationary trends, is necessary to round out our prep- 
arations for national defense. 

Senator Scnorrret. Mr. Chairman, I would like to ask Mr. Hayes 
a question right at that point. 

I just left my office a few moments ago, where I was listening to a 
man who, I know, knows the furniture-manufacturing business. It 
is scattered over quite a large segment of this country. He tells me 
that it is in a desperate state because they are laying off men, onl) 
working part time. We have thousands, tens of thousands, of wage 
earners who are in that industry. And he points out that with this 
regulation W, the curtailment of credit and the shortness of time, 
though the custom in the furniture industry was that a lot of folks 
like to come in and buy sets of furniture, and things like that, it is 
not moving. And the people are laboring with the excessive costs 
they have to put up with, and they can’t make those payments in 
such a short period of time. In your statement there must, of neces- 
sity, be some approach to loosening up that credit restriction. I think 
it is going to be a mistake. I think it is going to work a terrific hard- 
ship on the wage earners of this country if it is not remedied in 
some way. 

I wonder if you have any observations to make on that. You rep- 
resent a group of people that are highly skilled, that draw high 
wages. They are going to be the ones who will be employed in this 
defense industry. As a matter of fact, I suspect that they are going 
to go out seeking the men that you represent, laborers skilled in 
your operations.. But you have a lot of other people in other crafts 
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that are not so fortunately situated in this defense period. Should 
we not give some consideration to those folks? 

Mr. Hayes. Senator, I might correct a false impression that you 
have about the type of people we represent. My organization repre- 
sents more than 600,000, all of whom are not highly skilled people. 
We represent production workers in metalworking industries, and 
we represent common laborers, and so on. We represent all classifica- 
tions. And our interest is in the over-all program, and we are inter- 
ested in maintaining full employment. However, there is a question in 
my mind, a very ser ious one, as to whether we can maintain full 
employ ment in a period like this by merely relaxing credit controls. 
It just seems to me that the problem i is much greater than that. It 
seems that there is not a proper balance between our defense program, 
the letting of our defense contracts, and so on, and conversion from 
the manufacture of civilian goods to defense goods. That, I think, 
is the major problem. But while workers at Ford and at General 
Motors and in these furniture factories are threatened with a lay-off, 
a temporary lay-off, we have a reverse situation in many industries. 
The aircraft industries, for example, are crying for men. The rail- 
road .industry is crying for men. They are attempting to get men. 
The Boeing Co. in Seattle, for example, has asked for permission to 
solicit men in the principal industrial cities in the United States. 

Senator Roserrson. May I interrupt you there to ask you if you saw 
the May census figures on employment and unemployment? That 
was just a week ago, the end of May. Employment was at the highest 
figure in history; unemployment at the lowest, with 60 million em- 
ployed and : about a million and a half unemployed. 

Senator Bricker. Do you know of any industries having to appeal 
to the Government to get the necessary production of war goods? 

Mr. Hayes. I know of rumors and reports that I have heard. I 
don’t know of any instances of my own knowledge. I understand that 
there isa shortage of steel in some industries, as far as the manufacture 
of civilian goods is concerned. 

Senator Bricker. I know. I mean war goods. 

Mr. Hayes. Not that I know of. But I believe that the over-all 
manpower problems in our country are going to be terrific in the 
event of a full-scale war, and I think that all of our planning must be 
in that direction. It just seems to me that we cannot make a decision 
that is going to have a general impact on our economy, merely so that 
one particular group is not going to be discommoded. 

Senator Rosertson. As I recall the testimony of Walter Reuther, 
he claimed one thing that was slowing up his workers in shifting over 
to war contracts is that you machine-tool men will not give him the 
new dies and things that they need. 

Mr. Hayes. Well, actually, I believe that the contracts the defense 
contracts, are not flowing fast enough from the Military Establish- 
ment, from the procurement agencies, not flowing as fast as many 
manufacturers anticipated they “would, and it seems to me our great- 
est problem lies there. Because certainly I think that there are e snough 
jobs, and there are enough defense contracts now in the mill, so that 
any unemployment will be temporary 

But to make my point clear again, and this is repetition, I do favor 
relaxation of regulation W insofar as items of necessity are concerned. 
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But. I certainly don’t favor going back to the very loose credit. 1.- 
strictions that will permit the gouging of the plain people by loan 
sharks and others. 

Senator Scuorrren. As I understand, there have been no witnesses 
before this committee who have asked to go back under the old regime. 
For instance, they are cut to 15 months under regulation W. Hereto- 
fore it was 21, and before that it stretched out to 24, and some of them, 
I suppose, to 30 months. But from 21 to 15 is quite a jump, and there 
has been some talk of achieving flexibility by having it 18 months with 
not as large a down payment, say, 25 percent, because a lot of people 
just cannot pay it. And those materials are already made up. They 
are resting in warehouses. <A lot of people could use them, so long as 
we are not in war. And we have not heard anybody say that we are in 
a war officially, though it is a real war in my opinion, when they are 
killing kids in Korea. But until this war goes all-out or is required 
to go ‘all- out, I think it is a drastic mistake for us to permit, for the 
Congress to permit, a clamping down on credit and restrictions to 
such an extent that we are going to reverse this entire trend, when they 
want the tax moneys to carry this program in the expected way. An 
if we are going to have a partial economy on the civilian side, and a 
meeting of the full requirement of a partial mobilization, then I think 
there is required a balance of some kind. And I am inclined to go 
along with some of the witnesses, and some from the labor groups 
themselves, in saying that this regulation W ought to be worked out 
ona flexible ratio. If it begins to get too top-sided on the credit side, 
tighten it up; and relax it if it is beginning to get too tight. 

Mr. Hayes. Senator, I am in favor of that also. I am not in favor, 
however, of liberalizing regulation W to the extent that the plain 
people of this country, the great majority, will go into debt to such 
an extent that they will never come out. So I am in favor of reason 
able credit regulations. 

There is no way of isolating inflationary profits from other earnings. 
But it is worth comparing the profit position for the first quarter of 
1951 of leading cor porations in a number of industry groups. The 
figures are taken from the Monthly Letter of the National City Bank 
for May 1951, which summarizes the net income of 550 leading corpo- 

rations in 19 manufac turing and 3 nonmanufacturing groups. While 
all the reporting corporations did very well in the first quarter of 1951 
as compared with the same quarter in 1950, some did much better. The 
net income of the 550 corporations rose 30 percent in the year from 
the first. quarter of 1950 to the first quarter of 1951. But let us look at 
the industry groups that rolled in profits. For the same period men- 
tioned above, the following industry groups increased their profits by 
the percentages indicated : 


Increase in net income after tares, first quarter 1950 to first quarter 1951 
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All that I am trying to show is that many industry groups and 
numerous corporations increased their profits hansomely during the 
Jast inflationary spurt. 

Senator Benton. Could I interrupt, Mr. Hayes? 

We had a witness before us the other day, George Terborgh, repre- 
senting the machine-tool people. He is a very literate fellow. He has 
his doctorate, I think, in economics. That does not make him neces- 
sarily literate, but he is a remarkable trade-association executive. He 
pointed this out to me after the hearings, and I think this will interest 
the rest of the committee. He seemed to have figures on it. Over 
9 billion of these first-three-quarter profits were inventory profits 
arrived at just through the price rise and through the mark-up of in- 
ventories in line with the price rise. 

Did you break them down on any such basis? Because that is a 
special kind of a freak type of profit that I did not realize was in 
these figures. And it would mean you would have to take that $50 
billion figure and knock it down to about $40 billion, really, to get 
what I would regard as a more legitimate comparison. 

Mr. Hayes. We don’t have the breakdown, Senator. We may make 
an effort to get it. 

Senator Benton. It would be interesting, if you had a chance, and 
if the chairman agrees. I would like to have that point cleared up 
because we have had so much talk about this. 

Senator Bricker. Some of those inventory profits are being dissi- 
pated right now pretty well, too. 

Senator Burton. Sure they are, and they are a different kind. 

Senator Ropertrson. I can understand how, because I came out of 
the Army in 1919, and we organized a little flour mill in my home 
town and bought a lot of wheat in 1919, and in 1920 wheat went sky 
high. We took an inventory and found we had made 20 percent. Over 
my protests, they declared a 20-percent stock dividend. Well, I sold 
my dividend as soon as I could get out on the street with it. The 
company went broke, but I managed to get out. 

Senator Bricker. You got your stock dividend, anyway. 

Senator Capeuart. Or your inventory dividend. 

Senator Bricker. So your net profits over the first quarter of 1950 
do not mean anything except that you relate them to the amount of 
business done. That is true in car manufacturing and railroad equip- 
ment, I think. That 95-percent increase may be largely due to the 
increased amount of business that they have had. 

Mr. Hayes. Of course, Senator, I suppose that that was a con- 
tributing factor, but that certainly, in my opinion, was not the princi- 
pal factor since Korea at least. I think that the trend was toward 
increased profits. 

Senator Bricker. But you are comparing the first quarter of 1950 
with 1951. 

Mr. Hayes. Yes. What I mean is that if we go back we can cer- 
tainly find the trend between 1939 and 1950. General profits of in- 
dustry in the United States after taxes increased 340 percent in that 
period. 

Senator Bricker. That would be a far better index than to take 
the first quarter of 1950 and the first quarter of 1951 because of in- 
creased production. 











2468 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 







Mr. Hayes. Excepting that I think the jump is very significant 
since Korea, and I think that what we should all be concerned about 
is how that affects us. Because between Korea, which was June 1950, 
and December, I think that the cost of our defense items rose by more 
than $3 billion, alone, due to practically no economic reasons at all, 
arbitrary increases. 

Now let us turn our attention to the wage earners. The average 
hourly earnings of production workers in all manufacturing was 
$1.421 per hour during the first 3 months of 1950. The average hourly 
earnings for the same months in 1951 rose to $1.560, a little under 
10 percent, just about enough to cover the increase in the cost of living. 
The real wages, the purchasing power, of workers engaged in public 
utilities, trade and service industries, actually dropped from 2.3 per- 
cent to 6.5 percent. Clearly the wage earners did not benefit from 
inflation. In fact, the lower paid workers have lagged far behind 
the increase in the cost of living. The plight of persons on fixed 
incomes is even more serious. These groups suffer both from the 
fact that their incomes fail to keep up with the rise of prices and that 
the price of goods they buy goes up faster than those of the higher 

income groups. 

The low-income families are far more numerous than generally 
realized. 

And I would like to emphasize, particularly emphasize, that state- 
ment, that the low-income families are far more numerous than gen- 
erally realized. A Senate document on low-income families reported 
that “nearly 16 million families—including 6 million 1-person fam- 
ilies—or one-third of all the families in the United States, received 
money incomes under $2,000 and 8 million of these received incomes 
under $1,000. 

The 16 million families in this low-income group must be protected 
against the ravages of inflation. 

Senator Carenarr. I wonder who those 8 million are? I just can- 
not imagine 8 million families getting less than a thousand a year. I 
saw that booklet you are quoting. 

Mr. Hayes. Some of these 8 million, Senator, are included in the 
6 million one-person families. 

Senator Benton. Most of the people.are trying to be actors in New 
York City, in that group, perhaps. 

Senator Carenarr. I saw that quoted directly from the booklet, 
but I still do not know where these 8 million families are. 

Mr. Hayes. Of course, it includes farm families, families in rural 
areas, families in small industrial areas of the United States where 
rates are still substantially low. 

Senator CareHartr. Even the laborers on the farm are getting more 
than that now. 

Mr. Hayes. And it probably includes those receiving pensions or 
annuities of some kind. 

Senator Carenarr. Well, I am going to check into that further. 

Senator Bricker. That includes a lot who are living upon the 
income from rented pr operty, too. 

Mr. Hayes. Inflation is also harmful to the Government, especially 
in its defense effort. Defense Secretary George C. Marshall has testi- 











tri 
th 
th 


ie 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 2469 


fied before your committee that it is estimated that prices since the 
Korean War started have taken 

$7 billion out of the $35 billion authorized for procurement of hard and soft 
goods and military construction during fiscal year 1951. 

Senator Carzuart. There were some of us, you will remember, who 
tried to freeze all prices at all levels on midnight of last June 30 when 
this war started. We got no support at that time from Marshall, from 
the administration, and very little from anybody else. 

Senator Bricker. It is only within the last month that they have 
complied with any price restrictions at all on military purchases. 

Senator Carrnart. I do not know whether we should always believe 
them, because they wanted no price controls at all in the 1950 Defense 
Production Act. If it had not been for this committee there would 
not have been any. We wrote title IV in. It was never in the bill. 
They were opposed to freezing all prices at all levels on midnight 
of June 30 of last year. Had they done that, we would have avoided 
the very thing you are talking about, the very thing Marshall is talk- 
ing about. 

Mr. Hayes. That was not our position at that time. 

Senator Capenarr. I am not saying it was. I am sure it was not. 
But it gets awfully discouraging to sit up here and have these fel- 
lows come up as experts, like Marshall, and yet when you look back 
and see how many mistakes they have made in the past and how many 
times they were in error, you would think that their judgment would 
tell them that the history of this country has been that every time we 
go into a war we have inflation. 

Senator Bricker. Most of the contracts under which the Army has 
purchased these goods, too, especially heavy armament, has been ne- 
gotiated contracts. We do not know how much of the increase came 
from that, rather than taking competitive bids on it. 

Senator Careuarr. All of this could have been done just as well 6 
months sooner. 

Senator Bricker. That would not have affected Army purchases, 
the way they have been purchasing. 

Senator Carenart. It would have kept down the cost of living, of 
course. 

Mr. Haves. I would like to make just this comment on your re- 
marks, Senator, with your permission. That is that I believe that our 
experience in World War II was probably the result of the experiences 
that we had in the past. And I think that inflation hurt our economy 
less during World War II than at any other previous time in our 
history. And I just simply hope that we are governed by the lessons 
that we learned during World War IT. 

Senator Carenarr. Well, in World War II we started out at one 
of the lowest ebbs in our economy. All prices were low. All wages 
were low. And we had millions of men unemployed. We started from 
alow point. Now, this time, of course, we started from a high point. 
Prices were high when the war broke out. There was very little un- 
employment. Profits were big. And we should have had the common 
horse sense the minute that war started to have known that if we 
were going to do it at all we ought to have done it then. We did not 
do it, and now we are trying to do it when prices have gone up. Now 
we are forced to do what, if we had done it then, would have saved 
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billions and billions of dollars. And my discouragement comes 
through the fact that these fellows like Marshall are forced down our 

throats as great experts as to what we should or should not do, bu 
my observation in the past is that history has proven that they are 
not very good experts, from the action they take. 

Mr. Hayes. Let me cite an example, the cost of heavy antiaircraf' 
guns. Ten months ago the Army was paying $160,000 per unit. This 
spring the price of the same guns had risen to $250,000, or by 56 
percent. 

Senator Carenarr. I want to say this. There is no question that 
that is entirely too much, and it is high, but we went into that in a 
hearing a week ago, and many of those items are not the same itens 
that they estimated a year ago. They have been completely change: 
in their design and their engineering, and they are almost entirely new 
products, you see. We had a hearing on, for example, radio anid 
radar. Maybe you were present here. We discovered that they 
really were not even talking about the same thing. They had been 
reengineered and redesigned and just did not even resemble what 
they “estimated the cost would be on another sort of a product a year 
ago. Much of that has happened, too. In all fairness to both the 
manufacturers and the Defense Department, I think we ought to sa\ 
that. 

Mr. Hayes. That may be true, but going through the list of the 
items purchased by the Defense Department, I do not think that it 
was true in the majority of cases. 

Senator CaprHarr. Oh, in many instances it was not true at all. 
Everything is just higher that it was last June 30 when the war 
started. There is no question about it. 

Senator Bricker. They ought to come down when they get into 
mass production of these items. 

Senator Capenarr. They will, some. 

Mr. Hayes. Last but not least, we must weigh the deleterious ef- 
fects of inflation upon our allies. We must not play into the hands of 
our enemies by weakening the fighting capacity of our friends. 

I have discussed the impact of inflation wpon various sections of our 
population because it might help to explain their respective positions 
in regard to the need for a sound, balanced anti-inflation program. 

When we see that inflation can be a boon to some sections of the 
eee we can perhaps understand better the position of the 
National Association of Manufacturers in calling for an end to price 
and wage stabilization. Mr. William H. Ruffin, president of the Na- 
tional Association of Manufacturers stated before your committee : 

It is the considered judgment of American industry that the authority con- 
tained in title IV should be allowed to expire June 30 of this year. 

If the International Association of Machinists took a purely selfish 
view, it might go along with such a proposal. 

Senator Caprnart. You also know that the Farm Bureau, repre- 
senting 1,300,000 farm families, recommended that title IV be 
eliminated ? 

Mr. Hayes. Yes. 

Senator Carrnart. And so has the National Grange. In other 
words, they too are opposed to title IV. 
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Mr. Hayes. Yes. There are many other groups, however, who 
definitely disagree with them. 

Senator Capenart. That is right. 

Senator Roperrson. You are safe in assuming, though, that this 
committee is not going to abolish all controls. 

Mr. Hayes. Iam glad of that. 

Senator Caprnarr. You see, it was this committee that put them 
in originally. We put title IV in there a year ago, or last September, 
against the wishes of the administration. 

Mr. Hayes. There is an agitation that scares us, however, for the 
abolition of controls, and we are very much concerned about it. I 
don’t think that anything could be more disastrous to our economy and 
our ideological struggle against communism than something like that 
at this time. 

Senator CapeHartr. Well, what we want is to avoid inflation. Now, 
of course, the big question is: Can you avoid it better by controls, or 
having no controls with increased production ¢ 

We all want the same thing. I think that those arguing that you 
might well take them off feel that by getting bigger production you 
would get lower prices. Well, now, there is some argument for that 
in respect to foodstuffs. There can be no argument, of course, in re- 
spect to automobiles and radios, and those things in which the Govern- 
ment is going to reduce the production. You can not possibly produce 
more automobiles. Radio and television use copper and steel and 
zinc and that sort of thing. You cannot possibly do it, because you 
are going to reduce the production rather than increase it. 

As to foodstuffs, there is a great argument for not controlling the 
farmer, if the farmer would produce more food. Because he could 
produce more food. They cannot produce more automobiles, be- 
cause they have got to give up a part of the steel that they are now 
using, for tanks and other things. But as to foodstuffs on the farm, 
they could produce more, even under existing conditions. And some- 
times I think this bill ought to be two bills. It ought to be a bill on 
durable goods and another separate bill on foodstuffs, because the 
problems are entirely different. 

It is possible to increase food production, even during an all-out 
world war. It is possible now to increase the production of food 
animals and grains by tilting more acres and doing a better job of 
it. But it is not possible to produce more automobiles or radios or 
televisions or washing machines or dozens and dozens of other things, 
because the defense requirements are going to take a big percentage 
of the steel and the copper and the zinc. So you know you are going 
to have less production of durable goods. I just do not know where 
you can get a bigger production at this time until you increase the 
production of copper and steel and zinc and the basic materials that 
go into them. But you could get an increase in the production of 
foodstuffs. You might even have enough of an increase to have a 
surplus and bring prices down. Then the farmers, instead of being 
in here wanting the price controls to be taken off, might be in here 
wanting a support to be put under them. 

Senator Ropertson. On the other hand, the Department of Agri- 
culture now says that only God and good weather stand between us 
and food shortages next year. 
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Senator ScHorpren, Still they say they only want to let them 
slaughter 80 percent of the cattle. ‘The lockers are getting empty. 

Senator Ropertrson. I am getting down to the point of the old 
judge who said, “Let the record show so and so.” 

Counsel got up and protested. Then the judge said, “Well, let 
the record show such and such.” Again counsel got up and protested. 
Then the old judge said, “Well, let the record show nothing, then.” 

Senator Capenart. The thing that we have the biggest shortage 
in, which might well be a disastrous shortage, is corn. Yet corn is 
below parity at the moment. That is the one thing we are the shortest 
of, ii if we had a drought this year it could well be serious. We 
are carrying over about : 300 million bushels of corn, of course, and 
we normally carry over about 900 million bushels. 

Mr. Hayes. I don’t go along with the theory advanced by some 
that we cannot have high production if we have controls. I believe 
we can have reasonable controls that will keep our economy in bal- 
ance and have high production, too. I think the evidence of that 
lies in the period of the last war, when we had both. And I certainly 
think we can have it again. 

Senator Carenart. You cannot have big production in automobiles 
and durable goods for the next 2 or 3 years, if we are going to spend 
the money we are going to spend for the war effort. Tt just cannot 
be done. Now, at the end of 2 or 3 years, you might step the pro- 
duction of steel and copper and aluminum and zinc up to the point 
where you could do it. But we could increase foodstuffs immediately. 
I mean, that could go up right now, because there is no relationship 
between that and the war effort. 

Mr. Hayes. At the present time, Senator, less than 10 percent of our 
production is going into our defense effort, and it is estimated by the 
end of 1952 or at least the latter part of 1952 that no more than 20 
percent of our total production effort will go into our defense pro- 
gram. Of course, in the event of an all-out war, it would be sub- 
stantially more. 

Senator Rosertson. Wait a minute. How do you figure that? We 
are going to have $50 billion in the war effort by 1952. How much 
do you think the total production is going to be in 1952? 

Mr. Hayes. The total gross national ‘product is $300 billion. 

Senator Capruarr. Your expenditure for durable goods last year 
was about $30 billion, and the Government is going to spend in the 
next fiscal year, according to General Marshall’s testimony, $38 billion 
for hard goods, which corresponds to the Army, the same as durable 
goods do in the civilian economy. That is $8 billion more. 

Mr. Hayes. In the first quarter of 1951, the total gross national 
product was $316 billion. 

Senator Ropertson. How much of that was goods, and how much 
services ? 

Mr. Hayes. The breakdown is not here. 

Senator Ronertson. If we are going to have $50 billion of defense 
goods, it is going to be more than 20) percent. 

Mr. Hayes. Of course, I am using figures quoted in the press as 
coming from the Defense Department. 

Senator Capenart. Well, it is a lot, anyway. 

Mr. Hayes. Continuing, let me say that our highly skilled mem- 
bership, speaking now of the member of the International Association 
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of Machinists, could under such circumstances command more in 
wages than it ‘would under a stabilization program. But we are in 
the midst of a life-and-death struggle with a dictatorship that is 
attempting to dominate the world. If we follow a philosophy of 
“each man for himself and the devil take the hindmost,’ then we 
shall surely lose the battle for a free world. 

Mr. Ruffin assures us that by “its very nature the free market will 
correct maladustments and overcome shortages.” But in the very 
next sentence, he indicates that the free market may need a little 
bolstering from the Government during an emergency, for Mr. Ruffin 
states: 

If for defense reasons it is felt that plant expansion programs in certain 

industries should be speeded, incentives for investment of private capital are 
available through the use of certificates of necessity. 
The Defense Production Act provides for the issuance of 5-year tax 
amortization certificates for new plants to holders of certificates of 
necessity. These certificates will mean the savings in taxes of hun- 
dreds of millions of dollars by these corporations. Is that what Mr. 
Ruffin means by the operation ‘of the “free market” ? 

Although the NAM is opposed to price and wage controls, it claims 
to have an anti-inflation program which may be summed up in one 
of their four points: 

Taxes imposed to cover expenditures must curtail spending—not savings and 
investments. This means that the program must be financed largely through 
broadly based consumption taxes. It must not be financed in such a manner 
as to siphon off funds which are essential to the expansion of production facilities. 


In other words, the NAM wants to tax the poor in order to sub- 


sidize the rich. All of this is advocated in the name of free enter- 
prise and the free market. Free enterprise and the free market within 
the framework of democracy and the rule of law have helped to make 
this country great. But the workingman had to protect himself 
against the evils of the free market by organizing trade-unions. Fur- 
thermore, free enterprise would have cracked without our long history 
of social reform, Government regulations, and essential controls. 

Senator Rosertson. Including antitrust laws? 

Mr. Hayes. Right. 

During an emergency, it is even more necessary to have controls 
to assure Maximum production without undue hardships being im- 
posed upon any section of the population particularly the weakest 
and most helpless. 

Taxation, especially of the poor, is, apparently, one form of “these 
vast and powerful controls” that the NAM does not oppose. We of 
organized labor favor a tax program, based on the ability to pay. 

The present tax program, supposedly designed to meet the needs 
of both our military and domestic activities, cannot be described as a 
program based upon the ability to pay. The disproportionate share 
of the burden is on the low income group. Since fair and adequate 
taxation is needed for the success of our defense effort, I want to touch 
briefly on this subject. 

The personal income tax program, as it has developed since World 
War II, has gradually become lopsided ; the individual earning less 
than $5,000 a year is carrying more than his share of the burden. 
In 1944, Congress provided a personal exemption of $500 for each 
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individual. By 1948, the cost of living had increased so drastically 
that Congress allowed a $600 personal exemption. This amounted to 
a relief of 20 percent. Since 1948, the cost of living has continued 
to increase but there has been no attempt to increase the — eX- 
emption. It is our belief that the personal exemption should be raised. 

Another very discriminatory feature of our present tax program 
is a device whereby a husband and wife can combine their incomes 
when filing for taxation. This device only benefits those with salaries 
over $5,000 a year. Salaries ranging from $7,500 to $100,000 per year 
save from $53 to $13,000 per year in income taxes as the result of this 
device. 

Senator Carenart. At the present rate, do you know what a |ius- 
band and wife pay on a hundred thousand dollars in taxes? 

Mr. Hayes. No; I don’t have the figures. 

Senator Carenart. I think under the new tax law it is about $63,000, 

Mr. Hayes. It is a substantial sum, but the saving, I believe, js 
$13,000 or in excess of $13,000 a year. 

Senator Capenart. I think that is correct. But I think the tax is 
around $63,000, even with the saving. 

Mr. Hayes. The tax of $63,000 would leave a balance of $37,000, 
It is quite substantial. 

Senator Caprrnart. On the second hundred thousand dollars, | 
think the tax goes up to about 85 percent. 

Mr. Hayes. The saving for the higher income groups certainly can- 
not be interpreted as an attempt to base a tax program on the phi- 
losophy of “ability to pay.” 

Isn’t it fair also to remind Mr. Ruffin and the NAM that a short 
5 years ago they were selling the country the same nostrum! The 
NAM promised us that with the end of price control stability would 
be achieved. But here’s what actually happened. From June 15 to 
November 15, 1946, the cost of living rose over 14 percent ; food prices 
climbed 29 percent; and meat prices jumped almost 52 percent. We 
can hardly be reassured by the promises of more economic miracles 
at a time when the heaviest inflationary pressures are yet to make 
themselves felt. 

Needless to say, I reject the impudent suggestion of the NAM that 
only manufacturers and financiers should have the opportunity to 
save. Qn the contrary, I believe that it is the duty of Congress to 
encourage savings on the part of all the people. To accomplish this 
purpose, they must be assured that their savings will not be dissipated 
by runaway inflation. If American consumers are to defer their pur- 
chase of durable goods, they must be given assurance of reasonable 
stability of prices until our economy can supply these needs. Such 
postponement of purchases and resulting savings will also bring eco- 
nomic stability when the emergency is over. 

We must guard against the false optimism that may result from 
the fact that the rise in prices has been temporarily checked on a 
high plateau. The inflation we have experienced until now has been 
caused primarily by psychological factors. But the inflationary pres- 
sures that will result from the full impact of the defense spending 
program will not be felt until the middle of 1952, when it is estimated 
that about 20 percent of our production will go for the defense effort. 
At present, less than 10 percent of total production goes for defense. 
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Before I proceed to make my specific recommendations on amend- 
ing the Defense Production Act, I want to comment upon a subject 
about which there is considerable misunderstanding; the question of 
labor participation in the defense effort. 

To cope with the overwhelming problem arising during this emer- 
gency, it is necessary to broaden and deepen the democr atic processes 
whereby the most important economic groups of our Nation can help 
build the defense against aggression. This extension of the demo- 
cratic processes can be achieved through the direct participation of 
labor, industry, farm, and public groups in the mobilization program. 

The full participation of all economic groups will facilitate the 
accomplishment of our prodigious defense tasks with a minimum of 
controls. Labor participation grows out from the very nature of the 
democratic process which achieves unity through diversity, not uni- 
formity. It is this kind of unity which enabled the U nited States 
to become the arsenal of democracy during World War II without 
recourse to compulsory labor. 

The form that labor participation takes and the functions that it 
will perform are determined by the many-sided roles which labor 
lays in our society and the problems confronting the defense effort. 
le stands at the very center of the industrial machine and has a 
detailed knowledge of its operation. Equally important is labor’s 
unrivalled expertness in human relations. Also, as the largest organ- 
ized group of consumers, labor has a vital stake and wide ‘knowle edge 
of prices. Finally, as an important civic group, labor has an interest, 
of course, in the over-all mobilization program. 

The trade-unions, with 150 national and international unions, over 
a thousand State and city central bodies and more than 50,000 local 
unions, provide an efficient channel of communication directly to the 
15 million organized workers and indirectly to the whole working 
population. 

Thousands of public-spirited citizens with excutive ability and 
technical skill can be drawn from its ranks for defense mobilization. 
They will bring with them specialized knowledge, influence, and 
familiarity with the needs of the ordinar Vv people. 

Labor participation must take place in policy determination, in 
administration and in an advisory capacity on a national, regional, 
and local basis. 

The manner in which service is rendered in the mobilization 
agencies will be determined by the needs in each case. Such service 
may be rendered on a full-time staff basis, on a part-time consultant 
basis, or through periodic meetings of an advisory committee. With 
such a flexible approach, labor participation can contribute its maxi- 
mum effectiveness. 

A hopeful beginning in the direction of labor participation has 
already been made by the appointment of outstanding labor leaders 
to high posts in a number of defense agencies. We expect this favor- 
able trend to continue. 

In making my proposals, I am mindful of the fact that representa- 
tives of the A. F. of L. and CIO who, along with the Railway Labor 
Executives’ Association, and my organization make up the United 
Labor Policy Committee, have already made suggestions with which 
I am in accord. 
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In addition, Mr. Green, who appeared before you today on behalf 
of the American Federation of Labor, recommended certain specific 
amendments which are designed to remedy existing inequities in the 
Defense Production Act and generally to strengthen it in certain 
fundamental respects which we feel are required. In particular, Mr. 
Green offered specific recommendations designed to provide (1) con- 
trol of food prices and the use of farm subsidies where needed; (2) 
adequate and equitable rent control; (3) more effective enforcement 
against willful violators of price regulations; (4) requirements for 
grade labeling and quality control in order to eliminate loopholes for 
escaping price control; (5. realistic dollars-and-cents price control; 
(6) commodities speculation and margin requirements; (7) elimina- 
tion of unjustified exemptions; (8) revision of methods used in regu- 
lating housing credit. 

It is not my purpose to repeat discussion of these particular amend- 
ments except tosay that we join with Mr. Green in urging their adop- 
tion by this committee. 

I would, however, like to propose certain additional amendatory 
language not expressly covered by Mr. Green which appears to us as 
essential to harmonize controls and to strike a proper balance between 
prices, profits, and wages. 

First, S. 1397 contains no standards to guide in the formulation of 

wage stabilization policies, such as changes in the cost of living, sub- 
standard rates of pay, profit levels, outstanding collective bargaining 
agreements, and the like. We believe that such standards should be 
included in the act. Specifically we propose that the provision now 
contained in section 402 (c) of the act be amended to include the lan- 
guage italicized so that it will read: 
In stabilizing and adjusting wages, salaries, or other compensation, the President 
shall give due consideration to such relevant factors as he may determine to be of 
general applicability in respect of such wages, salaries, or other compensation, 
including but not limited to such factors as increases in cost of living, techno- 
logical progress, substandard rates of pay, profit levels, manpower requirements, 
correction of hardships and inequities, and maintenance of collective bargaining 
agreements. 

Senator Carrnarr. How can you have an increase in the cost of 
living if they freeze the prices, which the law gives them the right 
to do now, other, of course, than farm prices? Outside of that, how 
can they possibly go up? 

Mr. Hayes. Of course, if there is no increase in the cost of living, 
that provision in the law would be meaningless. I mean there would 
be no danger in the provision of the law if you did succeed or if we did 
succeed in controlling the cost of living. 

Senator Bricker. There is no question that the President can take 
all of the things that you enumerate under the general provision. 

Mr. Hayes. Yes; 1 think there isa question. There are many argu- 
ments presented that neither the President or the Wage Stabilization 
Director or the Wage Stabilization Board can do many of the things 
that we think the law should specifically provide. 

Senator Carenarr. They can do every one of them which you have 
listed here. The only reason they do not do them is that once they 
issue a regulation to do some of these things, it breaks their own 
regulation. 
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Mr. Hayes. Do you not see, Senator, in our controversy with the 
Wage Stabilization Board, the National Manufacturers Association 
would take one position and we would take another position. We 
would say that aaa ‘an do this under the law and the NMA would 
say they cannot do this under the law. We think it would be far 
easier for those who must make the decisions if it was written into 
the law. It would at least eliminate the long drawn out arguments 
between labor and the NMA. 

Senator Carenarr. There is no question in my mind that they can 
do every one of those things now. 

Senator Benron. Mr. Hayes, I am sorry I had to be excused for 
a few minutes with a Small Business Committee meeting downstairs. 
Will you continue, please. 

Mr. Hayes. Second, we urge that the definition of “wages, salaries, 
and other compensation” now contained in section 702 (e) of the act 
be narrowed so as to exclude employer contributions to payments of 
insurance or welfare benefits and employer contributions to a pension 
fund or annuity. As Mr. Eric Johnston, Economic Stabilization 
Administrator, has already recognized, wage stabilization should not 
cover these fringe benefits. Such payments are not currently received 
by the workers and hence do not add to general inflationary pressures. 
Insofar as such benefits may tend to increase costs, they stand in no 
different category than numerous other cost items which are not con- 

trolled. Moreover, it is impossible to fit benefits of this type into 
any formula for the reason that their cost to employers is difficult to 
calculate. Accordingly, we urge that section 702 (e) be amended so 
as to permit the approval of vacations, night shift differentials, holi- 
day payments and other recognized fringe benefits which do not ex- 
ceed the pattern established in the area or industry without such bene- 
fits affecting the allowable increase. 

Senator Benron. Do you think you need this actually written into 
the law even though Mr. Johnston has taken this position and the 
President has this power / 

Mr. Hayes. You see, under the present set-up of the Wage Stabili- 
zation Board, Mr. Johnston does not make the decisions. The Wage 
Stabilization Board makes the decisions. It is already the opinion 
of some members of the Wage Stabilization Board that so-called fringe 
benefits must come out of the allowable increase. 

Senator Carruarr. What section of the law gives the Board the 
right to do that ¢ 

Mr. Havers. 702 (e). 

Senator Benton. That answers the question very explicitly and 
clearly. 

Mr. Hayes. If you are interested, I could give you an answer citing 
labor’s position on it very briefly. Many labor unions and some un- 
organized employees have succeeded in establishing night shift differ- 
entials, vacations with pay and holidays with pay, six, seven or eight 
paid holidays during the year, and other groups, some organized and 
some unorganized have not reached that point in their negotiations 
with the employ er as yet. It is our contention that when in the fu- 
ture they reach that point, that they should be permitted to have 

vacations with pay, night shift differentials, holidays with pay as are 
generally recognized in the area or industry in which they work, 
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without those concessions coming out of the allowable 10 percent in- 
crease. 

Senator Benton. Speaking personally, I agree with you, but of 
course that is my personal opinion. F 

Senator Moopy. I also agree with you. 

Mr. Hayes. With respect to the problem of equitable taxation which 
I discussed at some length, I appreciate, of course, that remedial legis- 
lation must originate with other committees in the Congress. To a 
limited degree, however, tax inequities can be met and corrected 
in the Defense Production Act. For example, 5. 1897 proposes a 
number of amendments for strengthening the enforcement of price 
controls in part through disallowance for tax purposes of payments 
above price ceilings, and disallowance for tax purposes of fines, penal- 
ties, or compromise sums paid as the result of price violations. We 
join in urging that these amendments be adopted by the committee 
and, in this connection, point to the fact that the existing law already 
contains a provision for disallowance for tax purposes of payments 
in violation of wage controls. 

In conclusion, I want to make it clear that the International As- 
sociation of Machinists, representing over 600,000 members of the 
consuming public, is not opposed to wage controls during the pres- 
ent emergency. We recognize that in a critical period such as this, 
prices and wages must be subject to some controls. What we ask 
is realistic wage stabilization. It isan indisputable fact that through- 
out our history checks on wages have been more rigid than restraints 
on prices. The employer himself is a check, and this fact should 
not be disregarded in our appeal that wage control must be kept 
flexible. We are not frightened by the contention advanced by the 
National Association of Manufacturers and other management groups 
before this committee that if controls are to remain, rigid wage con- 
trols must be imposed. That argument will not scare labor nor wil! 
the argument that our economy functions in such a manner that it 
cannot be controlled except by cutting consumer purchasing power. 
This is a false doctrine. There is no reason why prices cannot be con 
trolled in an effective way without jeopardizing a decent standard of 
living. 

My fundamental purpose here today is to assure you, through the 
changes we have proposed in the Defense Production Act, of our 
willingness to make an equal sacrifice in this critical period of our 
history. But we do insist that the success of the total effort depends 
upon an equal sharing of the burdens and a recognition of labor as 
an equal partner and a first-class citizen. 

Senator Benton. Mr. Hayes, I read your statement because it was 
available this morning, so even though I missed part of the read- 
ing of it, I am in a position to congratulate you on what I regard 
as statesmanlike qualities. 

Mr. Hayes. Thank you. May I express my appreciation to the 
committee. 

Senator Benton. On behalf of the committee, we thank you and 
are grateful to you for the careful, thorough, and excellent state- 
ment. 
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Mr. Hayes. Thank you. 
Senator Benton. Our next witness will be Mr. Ketchum. 


STATEMENT OF OMAR B. KETCHAM, LEGISLATIVE DIRECTOR, 
VETERANS OF FOREIGN WARS OF THE UNITED STATES, PRE- 
SENTED BY ADIN M. DOWNER, ASSISTANT LEGISLATIVE DIREC- 

TOR, ACCOMPANIED BY JOHN C. WILLIAMSON, ATTORNEY, 

HOUSING CONSULTANT TO THE VFW 


Mr. Downer. Mr. Ketchum was unable to appear and with the per- 
mission of the committee, I should like to substitute in the batting 
order in his place. 

Senator Benton. Will you give your name? 

Mr. Downer. My name is Adin M. Downer. I am assistant legis- 
lative director of the Veterans of Foreign Wars of the United States. 

Senator Benton. Is that a full-time staff position / 

Mr. Downer. Yes, sir. The Veterans of Foreign Wars is an or- 
ganization composed of 1,200,000 veterans who have served their 
country in the Armed Forces during itme of war, in hostile waters or 
on foreign soil. 

In the beginning, I wish to say that I do not pretend to be an expert 
on the many broad aspects of the Defense Production Act of 1950 or 
of S. 1397, which proposes amendments thereto. We are primarily 
concerned with the provisions for rent stabilization and residential 
credit controls, and in general my remarks shall be confined to these 
subjects. At our last national encampment we adopted resolutions 
which reflect the thinking of our 1,200,000 members on these two sub- 
jects. Lam grateful to the committee for giving us this opportunity to 
express our views and hope that my remarks may be of some benefit 
in resolving these perplexing problems. 

The resolution of our national encampment and the subsequent 
action of our national legislative committee recommend the continua- 
tion of Federal rent control until December 31, 1951, and also urge 
the continuation of provisions for local determination. 

Some years ago in testimony on the continuation of rent control 
I urged the appointment of properly balanced local committees 
which would act as a board of review and of appeal in disputes be- 
tween landlords and tenants. 

The Congress saw fit to accept my recommendations. Today there 
are almost 400 active rent advisory boards functioning in the com 
munities which are under Federal rent control and there are over 
3,000 public-spirited citizens unselfishly giving their time to serve 
their country and their community in adapting the Federal rent- 
control law to the special problems of their community. I believe 
Housing Expediter Tighe E. Woods is to be commended for the 
efforts he has put forth to carry out this legislative mandate. I know 
that a great many people in administrative agencies feel that local ad- 
visory committees are a nuisance and do not contribute to the efficient 
administration of a Federal law. The record shows very clearly that 
the local rent advisory board idea which the Congress adopted and in- 
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corporated into the rent-control law has made a tremendous contribu- 
tion to efficient and economical administration and to the protection 
of tenants and landlords. 

The establishment of local advisory boards is merely a recognition 
of the fact that this vast country is composed of many dissimilar 
localities and that a general rule which is suitable to one locality may 
require alteration to meet the particular conditions prevailing in an- 
other. Obviously, the residents of a particular locality are the per- 
sons best informed about the conditions in that locality and conse- 
quently the best qualified to recommend corrective action. 

The majority of the American people resent controls, and it is 
fundamental that to be effective any system of controls must have the 
public support and confidence. I believe that nothing will contribute 
to the public confidence so much as participation by the public at the 
local level. Consequently, it seems that the committee should give 
consideration to the use of local advisory boards in connection with 
other phases of price and wage stabilization. A system that has 
worked so well in the field of housing might well make a substantial 
contribution to the success of stabilization in other segments of the 
economy. 

Senator Benron. I think that is a very constructive recommenda- 
tion and I congratulate you. Does it follow from your recommenda- 
tion that you and your organization are willing to dispense with rent 
controls at the end of this year? 

Mr. Downer. No, it would not be proper to draw that inference, I 
think, Senator, because you see our national conventions are held an- 
nually in the summertime and the last resolution that was adopted 
extended it on beyond the time of our next convention . 

Senator Benton. Are many of your members back in the service? 

Mr. Downer. Yes, sir; quite a large number in the Reserve which 
has been called upon quite heavily. 

Senator Benton. A problem that has been discussed a good deal 
before the committee in dealing with rent control is the problem 
around the critical centers and the camps, when the men are called 
back into service, and then there is severe shortage of housing and 
rents go up rapidly. Senator Capehart has analyzed it very ably on 
more than one occasion. I wonder if you have pressures on your own 
organization from men who are going back in service that helped 
you reach this recommendation ? 

Mr. Downer. We have received a number of complaints and let- 
ters, Senator, from the men in the communities that are abnormally 
crowded by military camps. 

In connection with credit controls, I wish to remind you that the 
Defense Production Act of 1950 made it mandatory for the President 
to preserve the relative credit preferences accorded veterans for the 
acquisition of housing under the GI bill of rights. 

The committee may recall the discussion in the Senate during the 
debate on the Defense Production Act in August 1950, during which 
debate the veterans’ preference provision was made mandatory instead 
of permissive. 

In October 1950 the Administrator of the Housing and Home 
Finance Agency, pursuant to authority delegated to him by the Presi- 
dent, directed the Administrator of Veterans’ Affairs to promulgate 
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certain regulations on down-payment requirements for homes guar- 
anteed under the GI bill of rights. The Administrator of Veterans’ 
Affairs thereby lost effective control of the VA home loan program 
and it soon became very apparent that veteran home purchasers were 
to shoulder a disproportionate burden of the residential credit control 
system. 

The proviso in section 605 of the Defense Production Act of 1950 
made it mandatory that the comparative down payment of FHA and 
VA be preserved. We seriously doubt that anyone will take issue with 
this meaning of the statutory language. 

We soon found, however, that this desired relativi ity required in the 
October 12 regulations on FHA and VA housing did not stand up 
under critical analysis, and that relative veterans credit preference 
was not in fact preserved. 

For example, under VA the mandatory minimum down payment 
on a $9,000 house increased by $1,000; whereas the minimum down 
payment of an FHA section 203 house increased by only $500. For 
an $8,000 house, the VA down payment increased $750 and the FHA 
$500. 

The FHA borrower on a $9,000 house was required to make monthly 
payments 5.8 percent higher than he was previously required, while 
the veteran’s monthly payment was increased by 12.8 percent. 

Prior to the imposition of the October 12 credit controls the aver age 
down payment of VA-guaranteed homes in the $13,000-$14,000 price 
range was 24 percent, while the credit controls made 21.4 percent the 
minimum. For a $14,000-$15,000 home the average down payment 
was 25.1 percent, while the credit controls made 23.6 percent the 
minimum. Consequently the veterans in the higher income group 
who bought homes costing more than $13,000 did not feel the impact 
of these controls to any appreciable extent. However, the veteran 
buying the $8,000-$9,000 price range experiences an increase from a 
pre-October 12 average of 3.1 percent to 11.1 percent under the con- 
trols. For the $9,000-$10,000 price range, the average was only 5.3 
percent, but the credit controls made 13 percent mandatory. 

Therefore, not only is the veterans’ home loan program bearing a 
disproportionate burden, but almost the full impact of the control 
program falls on the veteran who can buy only in the $8,000-$12,000 
price range. Significantly, 9 out of every 10 homes guaranteed by the 
VA are in the less than $12.000 price bracket, according to recent 
Veterans’ Administration statistics. 

The Veterans of Foreign Wars of the United States is not alone in 
the contention that residential credit controls discriminate against the 
veterans’ home loan program. 

I wish to submit for the record a release by the United States Sav- 
ings and Loan League, on the occasion of its last convention, charging 
such discrimination against World War II veterans. Also, for the 
record I wish to submit an article from the May 1951 issue of the 
Mortgage Banker, entitled “Credit Curbs Hit Veterans Hardest.” 
The fact that neither of these organizations is on record in opposition 
to residential credit controls generally should attest to their sense of 
objectivity in this regard. 
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(The documents referred to follow :) 


[Press release of United States Savings and Loan League, Chicago, Il]., November 30, 1950] 





WaASHINGTON.—The World War II veteran is being discriminated against 
under home restrictions recently promulgated over GI home loans guaranteed 
by the Veterans’ Administration. 

This was contended today by E. J. Rupert, president of the Broadview Savings 
& Loan Co., Cleveland, Ohio, during a panel discussion at the Fifty-eighth 
Annual Convention of the United States Savings and Loan League on prospects 
for home financing in 1951. 

Rupert produced statistics covering a comparison of new down payment and 
monthly payment requirements for VA-guaranteed and insured loans of the 
Federal Housing Administration, both before and after the issuanee of the 
recent regulations. The statistics showed: 

1. Down payment requirements for a $10,000 house have been increased 86 
percent, from $700 to $1,300, for the GI home buyer. Meanwhile, for the person 
buying the same home under an FHA plan, the down payment rose only 17 
percent, from $2,300 to $2,700. 

2. Monthly payments on GI loans for the $10,000 house were pushed upward 
19 percent, from $44.36 to $52.73. At the same time, however, the FHA monthly 
repayment plan calls for only a 5 percent increase, from $45.91 to $48.16. 

Rupert carried his comparison one step further, and noted that ex-servicemen 
now applying for a loan on this house are recommended to have a monthly 
salary of $323, up 44 percent from the $225 which was suggested before new 
rules were put on the book. 

However, the recommended monthly pay of the buyer under the FHA program 
has been raised only 4 percent, from $232 to $240 each month. 


[From the Mortgage 





tanker, May 1951] 
Crepit Curses Hit VETERANS HARDEST 


(Here’s a look-back on some loans we made in the last half of 1949 and 
some conclusions as to what would have happened had the curbs been 
in effect during that time.) 


New mortgage-financed one-family homes sold during the latter half of 1949 
in large metropolitan areas were bought mostly by veterans. These homes 
were mostly in the price range of $7,000 to $10,000, and usually financed with 
Government assistance with little if any down payment. 

These are partial results of a Bureau of Labor Statistics survey of the 
financing, sales price, and rentals of new housing in nine leading metropolitan 
areas. The areas, in which about a fifth of all nonfarm one-family houses 
were started last year, are Atlanta, Boston, Detroit, Los Angeles, Miami, Phila- 
delphia, Pittsburgh, Seattle, and Washington, D. C. Custom-built houses were 
excluded. 

The survey suggests the great extent to which the new housing market in 
metropolitan areas was dominated during the latter half of 1949 by veterans, 
many of whom obtained the most liberal terms possible under GI financing. 
Three-fourths of the purchasers in the nine metropolitan areas were veterans, 
almost half of whom made no down payments. 

Nearly a fifth of the veterans, surprisingly enough, did not buy their houses 
with VA assistance. Of those who did, no down payment was made on almost 
70 percent of houses with a VA first mortgage and on 45 percent of those with 
an FHA-VA combination loan. Taking all VA-assisted transactions together, 
down payments were 5 percent or less in 80 percent of the cases. 

Veterans who paid nothing down and received GlI-guaranteed loans had VA 
first mortgages financing more often than the more expensive FHA-VA combi- 
nation loan. This was possible because of the moderate sales price of the vet- 
erans’ houses, 7 in 10 of them being within the $7,000 to $10,000 range. 

Even though, in general, the proportion of all buyers making substantial down 
payments on houses in the survey rose with the purchase price, the easier financ- 
ing arrangements available to veterans caused this progression to be much slower 
for them. On houses priced at $10,000 or more (houses of over $30,000 excluded), 
46 percent of the veterans made down payments of over 15 percent, compared 
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with 95 percent of the nonveterans. Practically no nonveterans, but a third 
of the veterans, paid 5 percent or less down on these higher-priced homes. 

If these financing arrangements in the survey areas during the latter half of 
1949 are an indication, the conclusion is that the new credit regulations imposed 
on one- and two-family homes on October 12, 1950, will tend to fall most heavily 
upon veterans, even with the veterans’ differential. 

Under the present credit curbs, if they had applied to the homes bought in 
the latter half of 1949 in the areas surveyed, it would have been necessary for 
the vast majority (around 90 percent) of the buyers with VA first and second 
mortgages to increase the down payment they made or buy a less expensive 
house. 

The impact of the new restrictions would have been much less severe on home 
buyers with FHA financing exclusively, but nevertheless 60 percent of them 
would have had to increase their down payments, had the regulations applied 
to the houses they bought. This is true even though down payments of over 
15 percent were made on 7 in 10, and of 25 percent or more on a fourth, of the 
FHA houses completed in the survey areas. In general, the new restrictions, 
had they applied, would have affected the purchasers of lower-priced houses to a 
greater extent than those buying higher-priced houses. 

The Bureau’s study, of course, does not show whether or not larger down pay- 
ments could have been made, had they been required. And generally, of course, 
home financing is usually more readily obtainable under more favorable terms in 
metropolitan areas than in smaller places. 

On the whole, veterans bought less expensively than nonveterans, although 
the modest home was predominant in both groups. About 70 percent of the homes 
were priced at less than $10,000 ; 60 percent were in the price brackets from $7,000 
to $10,000. Only a fourth of the veterans, but half of the nonveterans, bought 
houses selling at $10,000 or more. Among nonveterans a relatively small num- 
ber—something over 10 percent—had new houses that cost them $15,000 or more. 

Government-aided home financing in particular is concentrated in metropolitan 
and urban centers. The 85 percent of one-family houses bought with VA and 
FHA loans in the nine survey areas is, roughly, twice the proportion for the 
country as a Whole during the July to December 1949 period. In addition to the 
15 percent bought without Government-aided financing, a third of the houses in 
the study had both an FHA-insured mortgage and a VA-guaranteed second mort- 
gage. The remainder were about equally divided between those receiving VA- 
guaranteed financing (30 percent) and those with FHA-insured mortgages (24 
er Few houses had a second mortgage that was not VA-guaranteed. 

Mortgage companies were by far the leading source of new-home financing in 
the sha survey areas during the latter half of 1949. They accounted for 45 
percent of the first mortgages as compared with about 20 percent each by banks 
and insurance companies. Mortgage companies provided half the 100-percent 
financing through a first mortgage and savings and loan associations about a 
fourth. Banks were the source of a large part of the remainder. 


Mr. Downer. Now, as to the remedy we propose, we are aware 
of the recent. veto message of the President on H. R. 3096, in which he 
expressed concern for what appeared to be “a gradual trend on the 
part of the legislative branch to participate to an even greater extent 
in the actual execution and administration of the laws.” Although 
we must appreciate the President’s concern in this matter, we are 
nevertheless mindful that sometimes it is the old question of whose 
ox is being gored. Here, in our opinion, is a case of the administrative 
agency concerned failing to preserve a veteran’s relative preference 
which the Congress made mandatory. 

I wish to further state that our efforts to correct these shorte omings 
by appealing to the Administrator of the Housing and Home Finance 
Agency have been of no avail. 

We recommend, therefore, that the committee amend section 605 of 


title VI of the Defense Production Act of 1950 by adding another 
proviso as follows: 


And provided further, That this section shall not be applicable to any loan on 
real estate which hereafter may be made, insured, or guaranteed by the Veterans” 
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Administration pursuant to the Servicemen’s Readjustment Act of 1944 
amended, and the cost of which real estate does not exceed $12,000. 

Senator Benron. Why do you think that these agencies will pay any 
attention to that language when they have paid 1 no attention to the 
language in the act last year stating, 


» as 


Provided, in the exercise of these powers the President shall preserve the 
relative credit preference accorded to veterans under existing laws. 

Your testimony surprises me because this act seems very clear. You 
are saying these fellows operating these agencies do not pay any atten- 
tion to the act passed a year ago. What makes you think they will pay 
attention to it next your? 

Mr. Witu1amson. I do not think this suggested language would give 
them as much room to exercise discretion. 

Senator Benton. It is more specific, but it seems to me this lan- 
guage last year, when I was not on the committee and had nothing to 
do with it, is clear enough. 

Mr. Downer. We hope it would at least have that effect. And if the 
committee were inclined to agree with our principle, we would be 
pleased to submit some even stronger language for your approval. 

Senator Benton. It does not seem that the language does much 
good. 

Senator Bricker. What was the reply of the Administrator of the 
Housing and Home Finance Agency when you appealed to him? 

Mr. Wixtamson. I do not recall ‘right now. I think the reply of 
the Administrator was to the effect that the whole program was 
under continual study and that if the regulations proved to be a 
burden on the veterans’ program 

Senator Bricker. Did he admit the variance with the terms of 
the law? 

Mr. Wiix1amson. No; he did not. 

Senator Bricker. Would you submit those letters for the record? 

Mr. Wirttamson. Yes, we shall. 

(The letters referred to follow :) 

VETERANS OF FoREIGN WARS OF THE UNITED STATES, 


NATIONAL LEGISLATIVE SERVICE, 
Washington, D. C., October 18, 1950. 





Mr. Raymonp M. Forery, 
idministrator, Housing and Home Finance Agency, 
Washington, D. C. 

Dear Mr. Forty: The regulations recently issued by the Administrator of Vet- 
erans’ Affairs at your direction pursuant to part V of Executive Order 10161 and 
section 605 of the Defense Production Act of 1950, concerning minimum down- 
payment requirements for veterans, have been the subject of considerable study 
and concern in this office. 

I find it difficult to concede that the Congress, in the consideration of the 
pertinent section of the Defense Production Act of 1950, contemplated such a 
drastic curtailment of housing construction activity as its envisaged by the 
recently announced regulations relating to down-payment requirements. Par- 
ticularly, do we feel that the restrictions relating to veterans, which may well 
sound the death knell of the veterans home-loan program, are repugnant both to 
the intent as well as the letter of the law which makes it mandatory that the 
relative credit preferences accorded veterans under existing law be preserved 
In this respect it is interesting to recall some of the legislative history behind the 
proviso relating to veterans in section 605 of the act. The Bureau of the Budget 
in the original draft of the measure asked only that consideration be given to 
preserving this preference. The Congress, throwing a protective cloak around 
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the veterans program, because it is essentially a veterans’ benefit, amended the 
bill so as to make this relative veterans preference mandatory. 

Now, has this relative credit preference for veterans been preserved? We 
think not. Even after the July 18 letter of the President, no down payment was 
required of veterans whose homes were financed under the “automatic guar- 
anty” section. Prior to the above date almost 45 percent of the loans insured 
by the VA involved no down payment from the veteran. Under the regulations 
as promulgated by the Administrator of Veterans’ Affairs as directed by you 
in your October 9 letter to the Administrator, a veteran seeking a home in the 
$9,000 to $12,000 price range must pay a down payment of from 11.1 to 158 
percent. 

The regulations, as they affect FHA loans, would require a down payment of 
from 21.1 to 25.8 percent, a 10-percent differential from the VA requirements. 
This differential does not in our opinion preserve the relative preference credit 
which must be accorded veterans under existing law. 

As further evidence, we note that the FHA loan, like the VA loan, is geared 
to the transaction price. Formerly the FHA mortgage insurance system was 
geared to the appraised value. The records of FHA will reveal, I am sure, that 
there has generally always existed a considerable variance between the appraised 
value and the final sales price; and that this difference was reflected in the 
down payment required of an individual purchasing a- home under the FHA 
system. For example, FHA records reveal that for homes selling in the $9,000 
to $12,000 price range, the average difference between the sales price and the 

value of the home has been slightly in excess of $500, which difference became 
part of the down payment. Consequently, the increase in down payment require- 
ment for FHA purchases under the recently issued regulations does not repre- 
sent a true picture of the effect of the new credit controls on the FHA system 
and distorts the relationship of the FHA controls with the veterans program. 

In conclusion, I would like to emphasize the fact that the veterans’ home-loan 
program is essentially a veterans’ benefit program and therefore should and 
ought to be considered in a far different light than one characterized by a mere 
percentage relationship to other Government-aided housing programs. 

The Fifty-first National Encampment, Veterans of Foreign Wars of the United 
States, unanimously adopted a resolution urging that the real-estate credit-con- 
trol program be so administered that the majority of residential construction 
be channeled into the veterans’ home-loan program. Under the new regulations 
this mandate of our encampment presents little more than an academic question. 
It must be seriously doubted that there will be much opportunity for veterans, the 
majority of whom are in the $3,000 to $5,000 income bracket, to purchase a home 
ot their own unless these restrictions are materially relaxed. 

We are hopeful that your consideration of these factors will move you to 
reevaluate the formulas which resulted in the present down-payment requirement 
for, veterans. In our opinion, in order to preserve the relative preference for 
veterans, the maximum down payment for veterans’ home loans should not be 
in excess of 5 percent for loans up to the $12,000 price range. We strongly urge, 
therefore, that you bring about such a change in the present regulations at the 
earliest practicable moment in order to restore the GI home-loan program to its 
rightful niche as a veterans’ benefit. 

Respectfully yours, 
OMAR B. Ketcuvum, Director. 


Housing AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., October 31, 1950. 
Mr. Omar B. KetcuvumM, 
Director, Veterans of Foreign Wars of the United States, 
Washington 5, D. C. 

Dear Mr. Ketcuum: I have your letter of October 18 expressing your concern 
about the impact of the recently established aoe estate credit restrictions on 
the veteran home buyer, particularly in the $3,000- to $5,000-income bracket, 
and also questioning whether the regulations as promulgated did, in fact, 
maintain for the veteran the relative credit preference required by the Defense 
Production Act. In addition, the president has asked me to reply to your letter 
to him of October 18 on the same subject. 
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In connection with your first point, may I say that I fully appreciate you 
concern about the effect of the curtailment of housing production on veterans 
and I know you must understand that cutting back housing production after ou 
years of effort to stimulate it to the present high levels is a most unpleasant 
duty. Iam convinced, however, that the recent inflationary trend in the housing 
market, brought about by a virtually unlimited demand seeking a limited and 
decreasing supply, represented a situation which, if unchecked, would have shortly 
had disastrous effects on both veteran and nonveteran home purchasers. 

In addition, we are faced with the even more fundamental problem of meeting 
defense production requirements. I know you will agree that it is absolutely 
essential that this Nation achieve a state of military preparedness, and that this 
cannot be done without great expeditures of materials and manpower. Sharply 
increased defense demands have been superimposed on a high level of civilian 
production, giving rise to a threat of runaway inflation which could seriously 
damage our entire economy and our defense effort. There is no doubt in my mind 
that a reduction in housing construction from the unprecedented levels we have 
achieved this year is essential, both in the interest of the defense effort and in 
the interest of the home buyer himself. 

In a program designed to reduce housing construction to a level consistent with 
the needs of the defense effort and to curtail demand to a volume which wil! 
support such a level of construction without inflating prices, it is inevitable 
that someone must suffer. We have tried to draft credit regulations which 
would distribute the necessary sacrifice as equitably as possible by channeling 
the bulk of limited home production to veterans and other families of moderate 
means. We have tried to accomplish the necessary cut-back in housing produc- 
tion while requiring the least possible sacrifice of those with the greatest need. 

As your letter states, section 605 of the Defense Production Act specificall) 
states that, in the exercise of the powers granted under it, the President shall 
preserve the relative credit preferences accorded to veterans under existing 
law. Before commencing our work on regulations under section 605, we 
consulted with members of the committee of conference which considered this 
bill in order to verify the intention of the Congress with respect to this pref- 
erence provision. These consultations confirmed our understanding that the 
committee of conference intended that veterans should continue to have rela- 
tive preferences through the maintenance of reasonably less restrictive provisions 
on loans to veterans than to others, but that these preferences should, of course, 
be consistent with practicable regulations and the accomplishment of the pur- 
poses of the Defense Production Act. In applying restrictions with respect to 
real-estate construction credit involving residential property, the committee 
of conference further intended that relative credit preference should be applied 
through categories of cases, graduated by size of transaction price. For ex- 
ample, it was intended that the regulations should require progressively heavier 
equity payments as the transaction price brackets increased, and that within 
each category a somewhat lesser equity payment should be required for the 
eligible veteran than would be the case in the same transaction for a nonveteran 
borrower. Thus, in each bracket there would be a less stringent application of 
the restrictions to veterans than to nonveterans. In connection with houses 
selling at $12,000 or less, where presumably the greatest veteran need exists, 
we attempted to make a liberal interpretation of this relationship by providing 
veteran buyers with a 10-percent preference over nonveterans. Calculated in 
dollar terms this, as you know, means that veterans are required to make sulb- 
stantially smaller down payments than nonveterans for a house of the same 
price. 1am convinced that any more liberal interpretation of the veteran pref- 
erence than this would have defeated the purposes of the Defense Production 
Act. 

As it is not intended that housing production should be curtailed more than 
is necessary, we are closely watching the effect of these restrictions and should 
they prove to be too drastic they will be relaxed appropriately. Furthermore, 
if it develops that the regulations are requiring disproportionate sacrifices of 
veterans, or any other groups, they will be modified accordingly. 

I appreciate receiving your views in connection with this problem and, as the 
effects of the regulations become more clearly apparent, I hope you will continue 
to let me have the benefit of your judgments and observations. 

Sincerely yours, 
B. T. Firzpatrick, 
Acting Administrator. 
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Mr. Witziamson. I think in all fairness to the Administrator that 
there was a difference of opinion as to just how to go about preserving 
this relative veterans’ preference. The minimum down payment on 
a $9,000 home prior to October 12 was nothing. The down payment 
after October 12 was $1,000. So we concluded that was a $1,000 in- 
crease and, if the FHA $9,000 house was to have a $500 increase from 
its previous minimum down payment, therefore the VA program 
should have sustained an increase of $500. Whether it was the Hous- 
ing and Home Finance Agency or the Federal Reserve Board, I do 
not know, they did not w ant to start with zero, but rather an arbitrary 
minimum down payment. It was in that respect that we were in dis- 
agreement. 

Senator Bricker. Mr. Chairman, I think that the staff ought to be 
asked to secure Mr. Foley’s reply to this situation. 

Senator Benron. I agree. 

Senator Bricker. There certainly must have been some reason or 
excuse for it. 

Mr. Witi1amson. I was Mr. Downer’s predecessor in the National 
Legislative Service. I am in private practice now, but am the hous- 
ing consultant tothe VF W. I attended the conference with Mr. Foley 
last September and the HHFA started out with that premise, that 
they would not start with the actual VA minimum down payment, 
which was zero. Consequently, any regulations would not have pre- 
served that relative veterans’ preference. 

Senator Bricker. It did upset the relative preference they had 
theretofore. 

Mr. Witu1amMson. That is right. 

Senator Bricker. By increasing the one by $500 and the other by 
$1,000, even if they did start from zero in one program. 

Mr. Wituiamson. That is right. 

Senator Benton. What is the preference now for a veteran? If 
he has to put down $500, what does somebody else have to put down ? 

Mr. Wintiamson. No, the veteran puts down $1,000 on the $9,000 
house. I think we have it here in the statement. 

Senator Bricker. Yes, you just gave it back here. 

Senator Benton. Yes. But I wondered what someone else has to 
put down on the $9,000 house. 

Mr. Witxii1amson. The veteran did not have to put anything down 
before. It increased by $1,000. The FHA down payment was $1,400. 

Senator Benton. For a nonveteran ? 

Mr. Wituramson. That is right. 

Senator Benton. It was nothing against $1,400. 

Mr. Wituiamson. That is right. ‘And then it became $1,000 and 
31,900. 

Senator Benton. I would not call that preserving the relative pref- 
erence; would you? 

Senator BrIckER . No; either percentage-wise or dollar-wise. That 
is the reason I was interested, to see on what basis he calculated for 
the record, along with the letters which you had with him. 

Mr. Downer. I think we can furnish those ; yes, sir. 

Senator Benton. If they increased them both $500 or $1,000, you 
could say it was relative or not. 

Senator Bricker. Yes; on a percentage basis, it would not be. 
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Senator Benton. I know. But if they kept the same dollar differ- 

ential, it might be contended it still maintained the relative prefer- 
ence. But if there was not a dollar preference, then I would agree 
you lose your relative preference to the extent you had it. 

Mr. Witxt1Amson. I would like to emphasize that there has been 
much discussion that the veterans’ home-loan program was infla- 
tionary because it permitted so many veterans to obtain homes with- 
out a down payment. But in actual practice the “no down payment” 
privilege was never abused, because in the case of homes costing more 
than $12,000 the average down payments were more than the minimum 
required by the law. 

Senator Bricker. What was the minimum down payment before on 
a $9,000 house ? 

Mr. Wuiu1amson. In the $9,000 to $10,000, the average down pay- 
ment for the first 6 months of 1950 was 5.3 percent, and the controls 
made 13 percent mandatory. 

Senator Bricker. That was the average voluntary down payment? 

Mr. Wiriu1amson. That is right. 

Mr. Downer. We concede the fact that this proviso goes a step 
further than the mere preservation of relative veterans’ preference. 
The national legislative committee of the VFW in November 1950 
also considered this in enunciating the aforesaid policy of our organ- 
ization. 

The GI home-loan program is a veterans’ benefit enacted by the 
Congress in 1944 and strengthened in 1945. This committee and the 
Congress just 1 year ago in the Housing Act of 1950 again strength- 
ened the veterans’ program in order to bring it more in harmony with 
its objective as a veterans’ benefit. The program was intended to 
benefit the returning veteran, particularly the low- and middle-income 
veteran, by providing him with the opportunity of home ownership 
for a period of 9 years after discharge without the necessity of making 
a down payment. 

Senator Bricker. How many of these veterans have given up their 
homes ? 

Mr. Downer. A very small number. 

Mr. Wiiu1amson. I think it is less than 2 percent. 

Senator Bricker. They are holding on rather than dropping them? 

Mr. Wiiu1aMson. Yes, sir. 

Senator Bricker. How long does FNMA carry GI loans before 
they become salable ? 

Mr. Wixu1amson. About 2 years is the best seasoning period for 
them. 

Mr. Downer. This was a veterans’ benefit which we believe should 
be preserved within the framework of any target that might be set 
for residential construction. Surely it can be preserved within the 
850,000-housing-unit target set by the Housing and Home Finance 
Agency during the year 1951. 

We recommend further that the Defense Production Act of 1950 be 
amended so as to return full authority and control of the veterans’ 
home-loan program to the Administrator of Veterans’ Affairs. The 
delegation by the President of authority to the Housing and Home 
Finance Administrator to impose credit curbs on the veterans’ pro- 
gram results, in our opinion, in a whittling away at the role of the 
VA as administrator of the Servicemen’s Readjustment Act. 
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Senator Bricxex. In the rules you suggested a moment ago that 
the Housing and Home Finance Agency asked of the Administrator 
of Veterans’ Affairs, did he agree with this program that was put 
into effect ? 

Mr. Wiii1amson. In my opinion he just had to agree. As I un- 
derstand it, the regulations were drawn up in conjunction with the 

Federal Reserve Board. The Housing and Home Finance Agency 
and the Federal Reserve Board agreed on the dow np vyment figures. 

Senator Bricker. In other words, it was a directive / 

Mr. Witx1amson. That is right, to the Administrator of Veterans’ 
Affairs, that he promulgate regulations to conform to what had been 
previously determined. 

Mr. Downer. While on the subject of housing, I trust the com- 
mittee will forgive my reference to a subject which, although not part 
of the pending bill, is certainly pertinent to the subject of veterans’ 
housing. ‘The recent unpegging of the Government-bond market and 
the increase in yield on long-term Government bonds have started a 
torrent of comment about the status of the 4 percent VA home loan. 

Senator Bricker. That is the best proof, 1 think, that the whole 
program has been effective. It has reached right down to the roots. 

Mr. Downer. That is right. 

Pressure appears to emanate from certain industr y elements to the 
effect that the VA interest rate should be increased to 414 percent in 
order to counter the increased yield on. Government bonds. The 
VFW, I am confident, will oppose any attempt to increase the interest 
rate. However, we are realistic enough to recognize that the veterans’ 
home-loan program, even without credit controls, may be reduced to a 
slow walk by the unavailability of 4 percent mortgage money. 

Senator Bricker. It might be, too, that they will save more in the 
cost if you do hold down inflation. If we do not have some kind of 
controls to keep down this amount of money that is flowing into the 
credit channels, you are going to have increased cost of housing. 

Mr. Witxiamson. That is right. Fortunately there has always 
been a price-contro] program in e effect in the Veterans’ Administration 
with respect to housing. When the FHA appraises a house for 
$13,000, they determine the mortgage insurance by that appraisal, but 
they do not care whether the hous sells for fourteen or fifteen thou- 
sand. But when the VA determines that a house is worth $12,000, the 
VA will not lend its guaranty system if that house sells above $12,000. 
So there is always a price-control program that protects the veteran, 
and they are strict to the point where some veterans are denied homes 
because of overpricing. 

Senator Bricker. That goes to curb the supply. 

Mr. WituramMson. That is right. : 

Senator Benton. Would you explain to me why banks do not buy 
these guaranteed mortgages, guaranteed by the Government, which 
have the full Government credit behind them, at 4 percent, instead of 
Government bonds at 3 percent ? 

Mr. Downer. I do not know, Senator, unless it is a sit-down strike. 

Senator Bricker. No; it ties their money up. 

Senator Benton. It is the long-term feature ? 

Senator Bricker. Yes. If they do not have a secondary market, 
they would rather have the Government bonds so they have available 
cas 
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Senator Benton. They cannot pick up the phone any more and sell 
it in 2 minutes. 

Senator Bricker. That is right. 

Senator Moopy. There is no rediscount feature on that, Senator 
Bricker. 

Senator Bricker. That is right. 

Mr. Witiramson. And because of the servicing they consider a dif- 
ferential of half a pereent is sufficient. 

Senator Benton. It does not follow that a half percent would make 
more this time. There is more than just the interest rate. 

Senator Bricker. It might have to go higher than that. There is 
a half percent carrying charge. 

Mr. Wiittamson. I checked with Fanny May yesterday and their 
sales of 4 percent loans have fallen off to a trickle, and their purchases 
have increased, which is another indication that the 4 percent loan is 
less desirable now than it was 3 or 4 years ago. 

Senator Benton. Of course, the higher interest on Government 
bonds will do that. 

Senator Bricker. That is the direct result of it. 

Senator Benron. Proceed, please, Mr. Downer. 

Mr. Downer. We were impressed but not happy to read in a Wash- 
ington newspaper real-estate section on May 27 a series of “do’s and 
don’ts” by one mortgage lender to others of his fraternity, one of which 
was “Don’t touch GI 4 percent loans.” If many lenders heed this 
admonition, we hope that the reaction of the Congress will manifest 
itself in two ways: 

1. An extension of the present VA direct home-loan authority with 
further authority for the use by VA of this fund on a revolving basis. 
The need for such action is urgent since the present VA authority for 
direct loans expires on June 30, 1951. 

An assurance that the Federal National Mortgage Association 
will maintain its secondary market exclusively for GI 4 percent loans. 

Thank you for this opportunity to present the views of the Veterans: 
of Foreign Wars of the United States. 

Senator Bricker. The question is that many savings and loan asso- 
ciations are keeping up the ratio, even out of nothing, I suppose, in 
many cases, more than a patriotic motive, of GI loans, even though 
the interest is 4 percent. I know a lot of them are doing that. 

Mr. Wituiamson. The past chairman of the VF W national housing 
committee, Mr. H. F. Dunton, is president of the First Federal Sav- 
ings and Loan Association, of Altadena, Calif., which handles 4 per- 
cent GI loans almost exclusively and has guaranteed about 3,000 since 
the close of the war. 

Senator Bricker. Of course, your advance commitments have held 
up a lot of the construction. 

Senator Scnorprer. Has either one of you gentlemen been advised 
what difference this 414 percent would really make as an inflationar vy 
impact? Have you ever been informed about that? I know you 
gentlemen have taken it up with the proper agencies as an organiza- 
tion. 

Mr. Downgr. Do you have any:word on that ? 

Mr. Wititamson. No, I really do not. My own personal feeling is 
that an increase would not solve anything. Something else will 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 2491 


happen in a year or two, and there will be additional pressure to in- 
crease the interest rate, because when the Government fixes an interest 
rate, in many respects, it is not realistic. It is not realistic for the 
Government to fix any interest rate, but the Government saw fit to 
fix it with respect to the GI program. When the GI bill was being 
considered, I think the Senate version of the GI bill of rights was 
for a direct loan at 3 percent. The House version of the GI bill was 
for a guaranteed loan at 6 percent, because of the feeling that no one 
would lend the veteran money for less than 6 percent. They com- 
promised. I think the veterans organizations rejected the direct- 
loan theory and they compromised on the 4 percent. But it is not 
realistic to arbitrarily fix the rate at 4 percent unless the Government 
is ready to support it through a Government secondary market. like 
FNMA. We feel that it is a veterans benefit, and if it needs support 
that the Congress would furnish such, and the Congress has in the 
past through “Fanny May. Fanny May has really built the GI pro- 
gram and we hope the Congress wil keep her in business for the 
veterans. 

Senator Bricker. The fact is that until there was a ceasing of the 

yen-market purchases, the veterans housing program was going 
cae very effectively. 

Mr. Wititamson. Yes, sir. 

Senator Moopy. Mr. Downer, on your first point here, the exten- 
sion of the direct VA home loan authority, I believe you will find 
that the Senate aproved that specifically in the defense housing bill 
that has now gone through and is in the House committee. It voted 
an amendment put on the floor by Senator Sparkman of Alabama. 
I suggest to you that you might take this point up with the House 
committee, because your proposed amendment has already been 
cleared by the Senate. If you put it through the House, you will 
have it. 

Mr. Downer. Thank you, Senator. 

Senator Benton. Mr. Downer, as a comparative boy who thought 
his life was ruined because he did not get overseas in the war and thus 
be eligible for membership in your organization, I want to thank you 
for a very fine statement. 

Mr. Downer. Thank you, sir. 

Senator Benton. The next witness will be Mr. Oare. 


STATEMENT OF ROBERT L. OARE, ASSOCIATES INVESTMENT CO., 
SOUTH BEND, IND. 


Mr. Oarr. Thank you, Senator. 

Senator Benton. Mr. Oare, you are the last of a long line of wit- 
nesses. With you we conclude ‘these hearings and next week go into 
executive session. Your statement will be inserted in full in the record. 
Do you want to read the whole statement or do you think you could 
summarize it for the committee at this late hour, carrying this along 
with you and telling us where you are reading / 

Mr. Oare. As it 1s most convenient for you. 

Senator Ben'ron. You know and we do not know. 

Mr. Oare. I will attempt that, and if we want to go back, we will. 

I might say I have asked Mr. William Gaunitz, who is the presi- 
dent of our company, to accompany me here. 
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Senator Bricker. I see you come from a good State. 

Mr. Oare. We think so. This business of ours is one that some- 
times is very little understood and often misunderstood, and if there 
are any questions you have about our business or any of the ideas we 
have, we would be very happy to answer them to the best of our 
ability. 

Senator Carrnart. I might say that this company, the third largest 
in the United States of the industry, third to CIT and C ommercial 
Credit. It shows the influence of the good weather we have in In- 
diana. 

Mr. Oare. If I may just call your attention here to the last para- 
graph on the first page, under the amendment of the regulation, as 
it applies to automobiles, it now requires a third down and a maxi- 
mum term of 15 months for the payment of the balance. 

Now, prior to the regulation, motor vehicles could be purchased 
with one-third down payment and the balance in 30 months on new 
cars, and a third down and 24 months on the better used cars. 

Senator Bricker. Is that under your self-imposed restriction? 

Mr. Oare. That was a result of just competition in the industry 
generally. We do not like to see terms get out too far and 30 months 
was about as far as we like to go. Asa ‘matter of fact, to pull it back 
a little shorter would have been perfectly all right in those days. 

I want that to be understood in order to make the next point, which 
I think is important. The American citizen and the public know that 
a good serviceable automobile is necessary to its livelihood and that it 
generally buys as dependable a car as it can afford. Thus we can 
safely assume that in September of last year before the regulation 
became effective, each time a buyer of a motor vehicle was_pur- 
chasing for the most part a car as high a price class as his ability to 
pay permitted. Therefore, we can take the monthly payment, which 
a time buyer was paying before the regulation became effective last 
September as indicative of his maximum purchasing power in the 
motor vehicle market. 

In other words, if a buyer was paying out a new Ford on monthly 
installments of $46.64 per month, we can conclude that the limit of 
his ability to make monthly payments today does not much exceed 
$46.64 a month. 

Now, reducing the term on a new Ford from 30 months to 15 
months increases the amount of each payment to $87.19 so our $46.64 
monthly payment buyer cannot buy a new Ford under the regula- 
tion. As a matter of fact, he is priced out of the new Ford market 
entirely. 

The drastic effect of the present regulation can best be realized by 
considering just what kind of a Ford this time buyer can buy under 
the regulation with monthly payments of $46.64. 

Taking the established ceiling prices on used Fords as his purchase 
price, this buyer will have to step down from a new Ford to a 1946 
used Ford in order to limit his payments to $46.64 per month. 

Now, a lot has been said in the course of the testimony before this 
committee that I have gone over and read, about the effects of the 
regulation on the low income buyer of automobiles. That is true. 
But it misses the broader implication in the regulation which has 
created a step-down in the model and age of cars possible of purchase 
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by time buyers as a result of the regulation. This includes new car 
buyers and late model used car buyers, and old model used car buyers 
as well as the bottom group. 

To illustrate this step-down, I have prepared these charts, the chart 
on the latter part of page 3, and on the top of page 4, which indicates 
what a monthly payment would buy before the regul: itions and what 
the monthly payment would buy now subsequent. 

Senator Moopy. I think that is a very interesting way of presenting 
it, if I may say so. 

Mr. Oare. Thank you. 

Senator Capenart. If you will yield a moment, in other words, a 
monthly payment on a new Ford, Chevrolet, or Plymouth is just about 
twice what it was before. 

Mr. Oare. That is right. 

Senator Carenart. If that buyer could only pay $46.64, he is forced 
now to buy a used 1946 Ford, Chevrolet, or Plymouth ? 

Mr. Oare. That is right. 

Senator Capruart. In other words, if he is limited to $46.64, and 
he no doubt is, he cannot get a new Ford, Chevrolet, or Plymouth, but 
he must get the old car that is 5 years old. 

Senator Moopy. And it is the working man who does not have too 
much money that is thereby precluded from buying a new car. 

Mr. Oare. That is right. 

Senator Benton. Would you explain the chart? 

Mr. Oare. The first column on page 3 is the monthly payments that 
in general could be obtained by a person with good credit standing 
before the institution of regulation W. 

Senator Benton. This is what could be obtained. 

Mr. Oarr. Yes. 

Senator Benton. How many months? 

Mr. Oare. On the basis of new cars, 30 months, and better used cars 
of 24 months. 

Senator Benton. What was the actual general average as against 
the 30 months? 

Mr. Oars. Some place on new cars between 24 and 30. 

Senator Benton. Was it as high as 30? 

Mr. Oarr. Oh, yes. 1 would not say the average got up to 30, but 
there were many 30-month transactions. 

Senator Bricker. The statistics of the Reserve Bank show it was 
21 months before the regulation. 

Mr. Oare. That was new. 

Senator Bricker. No, average new was 16. 

Mr. Oarr. There were plenty of new cars sold on the 30-month 
basis. 

Senator Bricker. These are averages. Of course, it is from the 
data gathered by investigators of regulation W from the Federal 
Reserve Bank. 

Senator Benton. Lam glad you brought that out, Senator, because 
it seems to me that the fair comparison should not be against the 
most lenient possible terms, but it ought to be against what the aver- 
age terms were before Korea, if you are going to draw a comparison. 

Senator Carrnarr. I imagine the poor people used the 30 months. 
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Senator Benton. That is right. But you do not expect your lowest 
income groups to be buying new Buicks. Maybe they do, but it is 
not what you actually expect. 

Mr. Oare. No, the chart tries to take a regular group of cross sec- 
tion of automobiles. 

Senator Carpenart. The chart shows what the monthly payments 
were before the regulation on new cars, and then it shows in the last 
column the kind of a used car the man would have to buy under regu- 
lation W in order to maintain the same monthly payments he had 
before. 

Senator Benton. I see. 

Senator Moopy. I presume, Mr. Oare, from the standpoint of the 
over-all picture on controlling inflation, and I assume you agree we 

‘cannot allow prices to run away, that your point about this regu- 
lation is that it does not create new credit but merely spreads out 
buying power that will exist in any event? 

Mr. Oarer. That is correct. I come to that in the statement, plus 
the other fact that when regulation W was first instituted, there was 
no ceiling prices on automobiles. There was no allocation of ma- 
terials. So if you crowded in or crowded out of the buying public 
the little man, made it economically impossible for him to come in 
and bid for automobiles, you took some pressure off the manufacturer 
and the prices of the cars that were available, because there were 
fewer bidders in the market. 

Now you have the situation where you have price controls, you 
have ceiling prices, you have allocation of materials, control of the 
production of automobiles. So the only other thing that you have 
left as far as automobiles are concerned is the distribution of a given 
quantity of automobiles, a fixed quantity. Those that you allow to be 
produced and those in production. 

Senator Moony. Who is going to get them? 

Mr. Oarr. Yes: is it going to be the fellow who comes in there 
and cashes savings bonds and pays cash for it, or is it going to be 
the fellow who draws on his savings account and pays c ash, or is it 
going to be the fellow who buys it as he goes along. 

Senator Benron. I was going to say, the lower the income, the 
cheaper the car he will buy. Would you say that is a rough gener- 
ality that might be roughly accurate ? 

Mr. Oarr. Yes, but there is a che: aper quality there. 

Senator Carenarr. If you would yield, would not you say that 
what the poor fellow looks to is the monthly payments? 

Senator Benton. There is no doubt that is true. Take the $900 
item, the third one down, which is the one that the poorest fellow 
on your list on page 3 is most likely perhaps to try to buy, how many 
months do you think he should be allowed under present conditions 
to pay for that ? 

Mr. Oarr. Senator, I have recommended here two things. 

Senator Benron. Or why do you not take the $600? 

Senator Carenarr. Why do you not take chart 6, which I think is 
more interesting ? 

Senator Benron. Yes; it is more interesting. 

Mr. Oare. In answer to your question, let me state I recommended 
two things here. No. 1, there ought to be some type of a floor below 
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which the Federal Reserve Board cannot go. That is to protect the 
buying public and this whole industry as far as that is concerned, 
because you get down to a certain point and this industry cannot live. 
Certainly these charts indicate the impact by the radical changes in 
requirements as far as monthly payments make as far as the buyer i is 
concerned. 

Senator Moopy. On that point, some of us have been trying to 
figure out in the committee here how we could retain some check 
through the Government on a situation in which a market would be 
very tight and some restriction of credit ought to be in effect, and 
the opposite situation such as exists today. If you go to Detroit, 
you will see cars there in a field near the Willow Run Airport all 
lined up and deteriorating. 

Mr. Oarr. That is right. 

Senator Benron. Used cars? 

Senator Moopy. No. New cars. I do not see the economic gain 
in keeping those cars sitting out in the rain and sin—we have good 
weather in Michigan, too, Senator Capehart—but there are times, 
however, when the opposite situation is true, that there are times on 
the market and someone should be buying them when the total amount 
of money is not going to be increased, but the money supply allows 
them to spread the payment over a long period. Some of us are hesi- 
tant to take the power to regulate away entirely and we have been 
thinking in terms possibly of removing this control from the agency 
that now handles it, the Federal Reserve Board, where there seems 
to be a certain amount of rigidity in handling this thing, and placing 
it in the hands of Mr. Johnston’s agency, ‘perhaps. Mr. Johnston 
does have the over-all responsibility for the stabilization of the econ- 
omy. This is a part of that. In my judgment, he has shown a great 
alertness and a keen ability to judge this situation. T am wondering 
what you would think of an amendment which would leave regula- 
tion W in the law, perhaps with some changes, but would place the 
enforcement of it in the hands of Mr. Johnston rather than in the 
hands of the Federal Reserve Board. 

Mr. Oare. Senator, regardless of whether it is in the hands of Mr. 
Johnston or in the hands of the Federal Reserve Board, I think it is 
necessary that we have a floor below which, whatever administrative 
agency has it, they cannot go. 

Senator Moopy. What do you mean by floor? You mean months? 

Mr. Oarr. Months and down payments. 

Senator Moopy. What do you recommend ? 

Mr. Oare. I recommend they have a minimum requirement in the 
law, written right in the act, to let the Federal Reserve Board, o1 
Mr. Johnston operate above. 

Senator Moopy. Within certain levels. 

Mr. Oarr. Above. One third down, I think at the present time, 
because of the fact that we are in this situation, and this has been 
a radical move that the Federal Reserve Board did on the 15 months. 
We need some relief. I think it should be a third and 18 months. 

Senator Carenmartr. Of course, you recommend that the law say, 
whoever handles it can not institute terms tighter than one-third 
down and 18 months? 

Mr. Oare. That is right. 
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Senator Careuarr. They can go higher but not lower? 

Mr. Oars. That is right. 

Senator Carenarrt. | see. 

Senator Benron. Is that new and used cars? 

Mr. Oarr. Yes. 

Senator Benron. Has this Regulation W made the price of used 
cars go down! Is this the one commodity on which we have lower 
prices than we used to have? I am trying to see if there is an offset 
somewhere. If the* prices have gone down, maybe the fellow would 
get the car for less money if he has the cash. 

Mr. Oare. Here is what happened: Because of the fact as was 
brought out here, the time buyer looks more to the monthly pay- 
ment than he does to the sum total price of the automobile, he has 
been driven out of the better used cars into the older used cars where 
the monthly payment becomes smaller, so there has been a drop in the 
price of the better merchandise, but there has not been much of a 
drop in the older, poorer merchandise where these people have been 
forced into buying. 

Senator CarrHarr. Would not you say they have gone up in 
rice ¢ 

Mr. Oare. At least they have held their own. The only studies I 
have been able to make of them, they have been going right along 
in a line. You cannot say that they have really gone up, but they 
certainly have not dropped appreciably. 

Senator Carrnarr. And you are getting more jalopies on the 
road that are d: angerous and people are not ge tting good buys. The »y 
buy the car because it 1s cheap and the monthly payments are low, 
and then they start paying repair bills. 

Senator Moopy. Lots of cars sit around and deteriorate which I 
do not think is a good idea. 

Senator Bricker. Have you submitted your arguments to the Fed- 
eral Reserve ¢ 

Mr. Oarr. We were consulted by the Federal Reserve at the time 
of the hearings on this act last year. At that time we gave them 
facts and figures and made our recommendations. I think as I recall 
at that time we recommended that they put a third down and 24 
months. They put on a third and 21 months as you recall or iginally 
and it seemed like a good starter. Then without any further con- 
sultation with our company or anybody in the industry that I know of, 
15 months was put on like that. 

Since that time we have been in general contact with them, but we 
have not had anything except the statement that Mr. Martin made in 
here, there is no change anticipated. From time to time throughout 
this thing, and it is one point that has been very disturbing, particu- 
larly in the arly stages of this regulation, with the rumors that keep 
coming out attributed to high places here in Washington, that they 
are going to further tighten ‘this thing. 

Senator Moopy. You do not want to believe half the rumors you 
hear in Washington. ‘Things are not as bad as the people say. 

Senator Capenarr. You will remember in this very room we held 
hearings and the used-car association came here and the new-car 
dealers, and the gentlemen from Texas was very loud in his condem- 
nation of the fact that they had not consulted with the industry. That 
was 2 months or more ago. 
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Senator aTOM- You do business with big and small dealers both / 
Mr. Oare. Yes. 
Senator Benton. Here are two letters that I think are so important 

so if you will pardon me, I think it is worth asking the witness about 

the two letters. I think this is one of the most important subjects 
that we are considering in this bill, this whole problem of credit con- 
trols. Here is a letter to Mr. Martin, the Chairman of the Federal 

Reserve Board, from the Prusha Motor Co. of Tama, Iowa. It con- 

gratulates and urges him not to yield in any way to the pressures from 

the industry on extending the terms. This is in time of scarcity and 
the more generous vou make the terms, of course, the more scarce the 
cars become, because the bigger the market is. 

They, the large dealers, are experiencing a difficulty in moving large invet 
tories; but why don't the factories give the automobiles to the small dealers 
instead of letting them accumulate in the large dealer's warehouses. They, 
small dealers, can sell them despite the Federal Regulation W. 1 give my thanks 
to you and your Federal Regulation W. I believe that you are the ones instru 
mental in the increase (though it be small) in the number of cars we are receiy 


ing. I believe if you discontinue Regulation W that you will help the larg 
dealer and hurt the small dealer. 


the 


If you have a limited supply of cars, there is not any doubt the big 
dealers are likely to get the breaks from the sales managers. Have 


you any comment to make on that? 


I have another letter here I would like to ask your comment on. 

Mr. Oare. I would like to have Mr. Gaunitz comment. 

Mr. Gawunrz. That is purely a factory distribution problem. 
Those things occur. Some dealers are getting more cars than others; 
I appreciate that. That dealer may be in a territory where he has 
a great demand for automobiles. 

Senator Benton. There is a good point involved here, though. 
Most sales managers tend to take care of their best customers in a time 
of shortage. If you contract the demand for cars, you also contract 
a demand by the big customers and it might be a chance that the little 
dealers might get a ‘better break. 

Mr. Gauntz. I have never learned of a case where there has been 
discrimination on the part of the factories. 

Senator Benron. You mean on general allocation? 

Mr. Gaunrrz. That is right. 

Mr. Oare. I think it should be pointed out, too, in connection with 
that, that this dealer comments that he could sell the cars. There, 
again, where is he going to sell them? He is going to sell them to the 
cash buyer. 

Senator Benron. I think your point is good. He is selling them to 
the rich farmers round and about. 

Mr. Oarr. Yes. 

Senator Bricker. Is there a real shortage of automobiles, either new 
used cars ¢ 

Mr. Oare. Not in my opinion. 

Senator Bricker. That is my impression. 

Senator Benton. It is due to Regulation W / 

Mr. Oare. Not entirely, I do not think. 

Senator Benton. If you eliminated Regulation W, the shortage 
would come back again. 

Mr. Oare. If you eliminate scare situation, too. I think there 
would not be much of a shortage. 
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Senator Benron. Even with the cut-back on production ? 
Mr. Oare. No. 
Senator Benton. You have to start with the fact you are going to 
have a cut-back in production. 

Mr. Oare. That is right. My point is this: The market in auto- 
mobiles finds itself today with Regulation W having affected it some- 
what. But we have made a terrific number of automobiles in this 
country since the war. We have 46 or 48 million families in this coun- 
try, and we made 614 million automobiles last year and 514 million 
this year, and this does not take long for the market to fill up. I think 
you have that to some extent, plus your Regulation W, which accounts 
for the freedom of the market in automobiles today. 

Senator Benron. Would not you say if you took off regulation W 
you would again create a shortage ? 

Mr. Oare. I think you would be apt to. 

Senator Caremart. My opinion is that if you keep regulation W 
on, they will not be able to sell the 75 percent of the production they 
had in 1950. 

Senator Benron. You may be quite right there. 

Senator Bricker. Of course, it will all be determined by the length 
of the episode in Korea and whether we get into a general war, and 
the amount of material allocated to the automobile producers. 

Senator Carprnarr. The fact remains that what regulation W does 
is deny the poor man with limited means and limited income the 
right to buy an automobile. 

Mr. Oare. You are trying to ration automobiles by the use of credit, 
and that is not the way to do it. 

Senator Carenart. If that is what you want, we are getting it. 

Senator Benton. It is a rationing of automobiles. 

Mr. Oare. Yes; just as much as if you are picking them out and 

saying who can and who cannot buy an automobile. 

Senator Benron. I think a dealer always gives preference to a 

cash sale to stay out of your hands and the banks whether you have 
regulation W or not. 

Mr. Oarr. No. 

Senator Benron. You think a smart dealer prefers an installment 
sale? 

Mr. Oare. That is right. 

Senator Benton. That is interesting to me. 

Mr. Oare. I would like to discuss the whole industry some time. 
There are a lot of misconceptions. 

Senator Brenton. May I read this letter to Mr. Eric Johnston, 
because I think it is terribly interesting, showing the kind of mail 
coming in: 

3101 PARK BOULEVARD, OAKLAND, CALIF, 
If I have not directed this to the proper authority, please do so for me, but 


there are so many alphabetical agencies in Washington, one cannot keep up 
with them. 

I wish to give you a layman’s viewpoint about installment buying of 
automobiles. 

I notice loud protests are being made by the car dealers to liberalize credit. 
This should not be done at present, and these are my reasons. 

We have needed a new car for some time. We have a 1942 model Chevrolet. 
The bluebook retail value is $770. We spent $390 on it in the last year and it 
is in very good physical and mechanical condition. In order to trade it on a 
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new car, we had to take about $300 worth of extras they loaded onto the car. 
They offered us $335 for our car. 

Now listen: As of today—6 weeks later—the same company is offering us 
$500 for our old car, and we do not have to take one extra accessory if we do not 
want to. The Buick agency is offering me $700 for this car on a trade. They 
offered me $400, 6 weeks ago. 

For the first time in 10 years, the automobile agencies are finding it necessary 
to sell cars, instead of take orders. Therefore, my point is—that we are better 
off getting larger trade-in allowances on a 15-month credit plan, than extending 
the credit period, and letting the dealers soak us both on the new car and the 
trade-in. 

By waiting 6 weeks we saved $300. 

In December I saw the check in commissions of an automobile salesman. It 
was $2,500 for 1 month. This gives some idea of what the agencies themselves 
must make, as they also make a profit on wholesaling the trade-ins, on which 
the customer is forced to take a loss. 

I urge you not to give in to the pressure of automobile lobbyists. This period 
of adjustment has been long past due. 

Yours sincerely, 
Mrs. MABLE T. Kaw. 

You must be familiar with this argument. Do you want to comment 
on it ¢ 

Mr. Oare. There is no question that there has been a drop in the 
price of newer automobiles. But again I point out to you that this 
drop is not affecting, is not helping the average time buyer of the 
automobile. 

Senator Benton. The poor family. 

Mr. Oarre. That is right. 

Senator Benton. I must say if he does not have to take accessories 
and get a higher allowance on the car he turns in—there is no doubt 
about it when businessmen have to scurry around for business, they 
give the consumer a much better break than when they do not have 
to scurry around for business—if that situation is developing in the 
automobile business, the consumer must get some breaks, even though 
I admit there are often handicaps for a family of low income in trying 
to finance on a 15-month basis. 

Mr. Oarr. There are a lot of things in any industry, abuses by 
various channels in the course of production and distribution, small 
abuses. Some of them get out of hand once in a while. But this 
credit control business was set up for two purposes. One was to pre- 
serve critical materials and the other one to prevent run-away infla- 
tionary prices in automobiles. If you want to use it for some other 
purpose, then I think the suggestion to be put in some other agency is 
right. But this is the purpose we have been operating under and ‘the 
purpose declared in the act as I understand it. That does not have 
anything to do with whether they load extras onto a car or not. 

Senator Bricker. Is it not true that if there had not been allocation 
after the Korean episode the market would have been saturated at the 
present time and long since ? 

Mr. Oare. In my opinion— 

Senator Benton. And no regulation W. 

Senator Bricker. Furthermore, at the present time anyone who 
has money or credit at the bank can go and buy any model he wants. 

Mr. Oarr. And as many as he wants. 

Senator Bricker. Except Cadillacs; they always have been in a 
special class. 
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Senator Moopy. You are making the point that the family without 
much money is barred- 

Senator Bricker. Is the one carrying the burden of regulation 
W and always has. 

Senator Moopy. Yes. 

Senator Bricker. It is curbing the market and automobile sales by 
limiting them in a certain class. But a man can go to the bank and 
borrow 1 money if he has credit and spend the money for the car and 
nobody checks on him. 

Senator Moopy. Yes. 

Senator Benton. And pay it off in 30 months. 

Senator Bricker. I argued against regulation W at the time that 
this is an imposition on the fellow who labors and the man who has 
not got credit or savings. 

Senator Carenarr. What did a new Chevrolet sell for in 1942? 

Mr. Gaunirz. $800. ‘ 

Senator Capenarr. And this lady is getting $500 for it after driv- 
ing 9 years. 

Senator Benton. And from the Buick people $700. 

Senator Bricker. That is about the relative value of a dollar. 

Senator Carenart. The Windsor model Chrysler sold for $2,090 
and the Chevrolet has always been below that. 

Senator Bricker. The Chevrolet is now running about $2,000. 

Senator Carrmarr. Yes. 

Senator Benron. Do you have further recommendations, Mr. Oare, 
that is, a specific, very concrete recommendation ? 

Mr. Oare. The only other recommendation that I would like to 

make to you is simply that when this power is granted that you limit 
the duration of that power to 1 year so that vou can come back and 
take a look at this thing again. It is too complicated, gs it is too 
vital to too many people to grant this power even if it is curbed 
somewhat, if you put the floor in, and then run aw: LV a leave it. 
I think it is too close to the touchstone of the people. 

Senator Moopy. Do I understand that the only change you are 
asking is merely to move the 15-month regulation up to a minimum 
of 18 months. Is that the only change you are asking? 

Mr. Oare. And prohibit them from. going any lower. 

Senator Moony. That is what I mean. 

Mr. Oare. That is right. 

Senator Bricker. One-third and no lower than the 18 months? 

Mr. Oare. That is right. I think seriously if you would do that, 
and if the Federal Reserve Board understands the feeling of Congress 
and the committee on being a little flexible, that they can and “will 
work it out. 

Senator Bricker. I was thinking we might in our report give 
some note to the testimony here in this field and without strictly 
writing it into law, give the idea that it was the intention of Congress 
that this be flexible to meet. the present need, and it is not meeting 
it, particularly in the new war industry when Jabor moves from one 
place to another. 

Senator Benton. It is my opinion that it should be flexible. 

Senator Bricker. It is stated that way, but they do not operate that 
way. 
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Senator Benton. I can imagine times when it should be tightened 
up, too. 

Senator Moopy. Would not you agree that it is an economic waste 
to have the brand-new cars sitting around out in the weather for weeks. 

Senator Cargenarr. No question about it. 

Senator Bricker. If they deteriorate there is no doubt about it, 
but they are not deteriorating as much as people — they are. 

Senator Benron. As their production is further restricted and cut, 
if they think they are going to need them for their dealers, they will 
keep their lines of distribution going. If they sold them all now 
through a relaxation of regulation W, and we keep cutting this thing 
back, we could have a shortage in the fall. 

Senator Bricker. I think we ought to keep constantly in touch 
with this. 

May I, Mr. Chairman, offer this chart “Effect of Regulation W 
Restrictions on Installment Credit Outstanding” as a part of the 
record, not to contradict the statements, but to explain 

Senator Benton. I think it is very appropriate. 

(The table referred to follows :) 


Effect of regulation W restrictions on installment credit outstanding 


sed on changes in average down payments and maturities in installment 


contracts before and after the 
reinsts stement of the regulation} 


Effect of down-payment ae — 
. Scaiatnoan : | Effect of maturit¥ restriction 


Listed article group 


| Indicated Indicated | Awan Indicated 


age amount. | reduction | ve Percent re- percent re- 
} down | outstand- | in amount | m _ | duction in | duction in 
pay- som | outstand- | turity | Maturities | outstand- 
ment | ing | ve i 





| —o | 
| } 
Percent Percent | Percent for | Percent 


New automobiles: 
Before regulation (Apr. 1-Sept. 
Bae, RU a i 0 choles 42.3 
After amendment (oct. 16, 1950- 
Feb. 1, 1951)_ 3 “ = 49.5 
Used automobiles: 
Before regulation (Apr. 1-Sept. 
17, 1950) . ; 37.6 
After amendment (Oct. 16, 1950- 
Feb, 1, 1951) .-- on 
TV, radios, and appliances: 
Before regulation wane es 
17, 1950) 
After amendment (Oct. ), 1950- 
Feb. 1, 1951). 5 
Furniture: | 
Before regulation (Apr. 1-Sept. 
17, 1950) . 
After amendment (Oct. 16, 1950- 
Feb. 1, 1951)_ 
Residential repair: 
Before regulation (Apr. 1-Sept. | 
17, 1950) | .0 
After amendment (Oct. * 1950- | 
Feb. 1, 1951) .----- 5.7 4. : 5.3 22. 17.2 | 17. 2 


2 
: 








Note.—The above-indicated reductions in installment credit outstanding resulting from regulation W 
restrictions are round estimates of the eventual effect of the present requirements, after the elapse of suffi- 
cient time for all contracts outstanding te have been extended after Oct. 15, 1950. They make no allow- 
ances for any change in the number and value of installment credits extende i, such as the restrictive effect 
of the regulation on the extension of new installment credits. The estimates are an indication of the poten- 
tial accomplishment of the present requirements of the regulation in reducing outstandings. 


Source: The data on average down payments and maturities were obtained from a national survey of 
installment credit terms made by regulation W investigators in each of the 12 Federal Reserve banks. 
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Senator Moopy. I think that was a very interesting device, that is, 
the tables. I want to compliment you on the way you laid the story 
out. 


Senator Benton. You gave us a good final statement. 
Mr. Oare. Let me express my appreciation to you for hearing us. 
(Mr. Oare’s prepared statement follows :) 


STATEMENT OF RosBert L. OaRE 


Mr. Chairman and members of the committee, I am appearing before you today 

as chairman of the board of. directors and one of those engaged in the active 
management of Associates Investment Co., of South Bend, Ind. Associates 
is an automobile sales finance company, a pioneer in the business of financing 
the sale and distribution of automobiles, the third largest independent company 
of its kind in the country—in the world, in fact. We do business in 32 States 
and the District of Columbia, and with our 33 years of experience consider our- 
selves specialists in this field. 

It is my purpose to discuss with you regulation W from the point of view of 
one who has had, with the other executives of our company, the task of daily 
conducting the operation of its business in the period of regulation W and prior 
thereto. 

I have read most of the testimony taken by this committee on the subject of 
regulation W. I do not intend to repeat here many of the thoughts so ably 
presented by some of the prior witnesses. Rather, I want to describe to you the 
actual impact and effect of the present amended regulation on the motorcar- 
buying public and the automobile dealers as I have daily observed it. 

In the first place, I do not believe that the testimony heretofore presented 
has brought home to you the full effect of the stiffening of terms of time sales 
in the motorcar field and the hardships created thereby. 

Under the amendment, the regulation as it applies to motor vehicles requires 
a minimum down payment of one-third and a maximum term of 15 months for 
the payment of the balance. Prior to the promulgation of the regulation, motor 
vehicles could be purchased with one-third down payment and the balance pay- 
able in 30 monthly installments for new cars and one-third down payment and 
24 months on the better used cars. 

To you gentlemen who may not be time buyers it is easy for you to say, 
“Yes, I understand that. The regulation cuts in half the prior period of 30 
months to pay for a new car and cuts the payment period on the better used 
cars to 15 months from 24 months.” But I do not believe that anyone not having 
daily contact with the time selling of motor vehicles can readily comprehend 
the drastic effect which such a stiffening of terms has had on the thousands 
upon thousands of our citizens who must budget their pay checks to purchase 
the essentials of life. 

In order to comprehend this you must recognize what is generally known in 
the industry—that the American public knows that a good, serviceable auto- 
mobile is necessary to its livelihood and it generally buys as dependable a car 
as it can afford. 

Thus, we can safely assume that in September of last year when the regulation 
became effective, each time buyer of a motor vehicle was purchasing, for the 
most part, a car of as high a price class as his ability to pay permitted. There- 
fore, we can take the monthly payment which a time buyer was paying before 
the regulation became effective last September as indicative of his maximum 
purchasing power in the motor-vehicle market. In other words, if a buyer was 
paying out a new Ford on monthly payments of $46.64 per month, we can con- 
clude that the limit of his ability to make monthly payments today does not 
much exceed $46.64 per month. Now, reducing the term on a new Ford from 
30 months to 15 months increases the amount of each payment to $87.19, so our 
$46.64 monthly payment buyer cannot buy a new Ford under the regulation. 
He is priced out of the new Ford market. The drastic effect of the present 
regulation can best be realized by considering just what kind of a Ford this 
time buyer can buy under the regulation with monthly payments of $46.64. 

Taking the established ceiling prices on used Fords as his purchase price, 
this buyer would have to step down from a new Ford to a 1946 used Ford in 
order to limit his payments to $46.64 per month. 
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Much has been said in the testimony before this committee about the low- 


‘income time buyer being forced out of the motor-vehicle market by this regula- 


tion. While this is true, it does not recognize the broader impact of the regula- 
tion. A step-down in model and age of cars possible of purchase by time buyers 
as a result of the regulation is the impact which is affecting the time buyers 
generally across the country, including new car buyers, late model used car 
buyers and old model used car buyers. 

To better illustrate the length of this step-down I have prepared a chart 
based on established ceiling prices, using a financing charge permitted in reg- 
ulated States such as Pennsylvania, Ohio, and Michigan, and have made a com- 
parison of what various monthly payments would purchase before the regula- 
tion and the best such monthly payments will purchase now under the 
amended regulation. 





| Before the regulation, on established credit The credit terms of present regulation limits 








Monthly|. terms permitted by financing institutions buyer to a maximum value of— 
pay- ceitchemeatiint ina veaadities seilinitetliantpaiietiiainii ealbaanaimmentl babii setae : = 
ments | | | 
Age and make | Sale price} Age and make | Sale price 
7 ie 
$73.22 | New Buick, Chrysler 8, Olds 8, or | $2,865 | Used 1949 Ford, Chevrolet, or $1, 440 
| small Lincoln. | Plymouth. | 
60.57 | New Chrysler 6, Dodge, DeSoto, 2,370 | Used 1948 Ford, Chevrolet, or 1, 160 
Mercury, Olds 6, Pontiac 6, | | Plymouth. 
Buick Special. | 
46.64 | New Ford, Chevrolet, or Ply- | 1,825 | Used 1946 Ford, Chevrolet, or | 900 
mouth. | | Plymouth, 
66.52 | Used 1949 Chrysler 8, Olds 8, 2,030 | Used 1947 Chrysler 8, Olds 8, 1, 300 
Buick 8, or small Lincoln. | | Buick, or small Lincoln. 
57.03 | Used 1949 Chrysler 6, Dodge, De- | 1,740 | Used 1946 Chrysler 8 Olds 1. 130 
Soto, Mercury, Olds 6, Pontiac Buick, or small Lincoln. | 
6, or Buick Special. | 
47.20 | Used 1949 Ford, Chevrolet, or | 1, 440 Used 1946 Ford, Chevrolet, or 900 
Plymouth. | Plymouth. | 
54.42 | Used 1948 Buick, Chrysler 8, Olds | 1,580 | Used 1947 Ford, Chevrolet, or 1, 030 
| 8, or small Lincoln, | Plymouth, 
49.60 | Used 1948 Chrysler 6, Dodge, De- | 1,440 | Used 1946 Ford, Chevrolet, or 900 
| Soto, Mercury, Olds 6, Pontiac 6, | | Plymouth. 
| or Buick Speciel. | 
39.96 | Used 1948 Ford, Chevrolet, or 1,160 | Used 1941 Lincoln Continental or 650 
Plymouth. Cadillac, 
44.78 | Used 1947 Chrysler 8, Olds 8, or 1,300 | Used 1941 Lincoln or Cadillac 650 
small Lincoln, or Buick. 
42.19 | Used 1947 Chrysler 6, Dodge, De- 1, 225 ee oe 650 
| Soto, Mercury, Olds 6, Pontiac 6, 
|} Or Buick Special. 
35. 48 Used 1947 Ford, Chevrolet, or 1, 030 tat ia 650 


Plymouth. 


You Senators are not ordinarily time buyers, but let us assume that you 
were so buying a Buick or a Chrysler 8, or any new car of that class, last 
September prior to the regulation. You will see from the chart that your monthly 
payments would have been about $73.22. Now, let us assume that you are now 
in the market for a car and you must limit your payments to $73.22 per month. 
What can you buy now? You will note from the chart that the latest model car 
which you can buy is a used 1949 Ford, Chevrolet, or Plymouth. This chart 
accurately describes the drastic effect of the present regulation as I have observed 
it daily in carrying on our business. 

I note from the transcript of the testimony that some of you gentlemen have 
received letters from time buyers back home complaining of this regulation. I 
can understand this, because thousands of time buyers in every State in the 
Union resent. the long step-down created by this regulation. The man and wife 
who are accustomed to driving a new car resent having to drive a used ear. 
Those who are accustomed to driving postwar used cars resent driving a prewar 
model. Those who have been driving to work in a jalopy resent riding a bus to 
their work even if a bus is available. 

All of these prospective time buyers are loyal citizens. I know them as cus- 
tomers. You know them as constituents in your State. They are not resentful 
because they do not want to cooperate for the good of our country whenever 
there is an understandable need. They are resentful that on account of the regu- 
lation they cannot buy a car in a class permitted by the credit which they have 
diligently worked to establish when a cash buyer can continue to do so undis- 
turbed. In this circumstance, they are impressed by the fact that it takes just 
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as much steel and other metals to make a new automobile, which is sold to their 
neighbor for cash, as it takes to make a car which they could, except for the 
regulation, buy on time. 

I submit that there is something fundamentally wrong with any plan in this 
democracy of ours which in effect rations automobiles to those who have cash or 
are fortunate enough to be able to purchase on short terms as against those 
who could buy on longer sound terms excepting for this regulation. This result- 
ing rationing of motor vehicles is unreasonable and unjust. It has no relation 
to comparative needs of those who are supplied and those who are denied. 

I have another table constructed in the same manner as the first, which shows 
the step-up in monthly payments required to purchase the same motor vehicle 
under the regulation. 

The step-up in monthly payments to purchase that same car is as follows: 


Monthly Monthly 


payments payments 
Make and age of motor vehicle required required 


prior to under 
regulation regulation 


New Chrysler 8, Olds 8, Buick or Lincoln 

New Chrysler 6, Dodge, De Soto, Mercury, Olds 6, Buick Spe 

New Ford, Chevrolet, or Plymo 1th 

Used 7949 Chrysler 8, Olds 8, Buick, or Lincoln 

Used 1949 Chrysler 6, Dodge, Le Soto, Mereury, Olds », Pontiac, or Buick 
Special A : 

Used 1°49 Ford, Chevrolet, or Plymouth 

Used 1948 Chrysler 8, Olds 8, Buiex, or Lincoln 

Used 1948 Chrysler 6, Dodge, De Soto, Mercury, Olds 6, Pontis«, or Buick 
Special é ° 

Used 1948 Ford, Chevrolet, or Plymouth 

Used '947 Chrysler 8, Olds 8, Buick, or Lincoln 

Used 1947 Chrysler, Dodge, De Soto, Mercury, Olds », Pontiac. or Buick 
Special Ses 

Used 1947 Ford, Chevrolet, or Plymouth 

Used 1946 Chrysler 8, Olds 8, Buick, or Lincoln 

Used 1946 Chrysler 6, Dodge, De Soto, Mercury, Olds 6, Po tiac, or Buick 
Special \ ceaniaaidiiceliineics 

Used 1946 Ford, Chevrolet. or Plymouth 

Used 1941 Chrysler 8, Olds 8, Buick, or Lincoln. > 

Used 1941 Chrysler, Dodge, De Soto, Mercury, Olds 6, Po itire, or 
Special . 

Used 1941 Ford, Chevrolet, or Plymouth 


The step-down which I have heretofore described is clearly apparent from 
the behavior of the motor-vehicle market since last September. The new cars 
and the later model used cars are backiag up in dealers’ inventories while the 
older ones are selling in greater volume than prior to the regulation. Ina sense 
the safe cars are on the dealers’ lots while the unsafe cars are on the highways. 
This situation arises because, while there is a step down from each class, there 
is no group of time buyers above the top class which can step down into it. 
Inventories have materially increased during the period of regulation W. Our 
company, on May 31, 1951, had $56 million loaned to its dealers on their inven- 
tories of motor vehicles as against $21 million a year ago and $22 million at the 
beginning of September 1950. I am of the opinion that other companies have 
had similar increases. 

In view of all of these circumstances, what should be done? 

It seems clear that as a minimum two steps should immediately be taken: 
(1) A limitation should be written into the act preventing undue restrictions on 
the time selling and distribution of automobiles through abnormal requirements 
as to down payment and radical limitation on terms: and (2) the regulation 
should be liberalized. The proponents of regulation W presented it as necessary 
to control inflation and conserve critical materials. I want to make it clear 
that our company, and I am sure the whole industry of which it is a part, is as 
much, if not more, concerned about the need to reverse the inflationary trends 
present today than any industry or group of industries in the country. This is 
understandable if for no other reason than the fact that our assets are made up 
almost entirely of promises to pay dollars at a future date. The underlying 
value of those assets fluctuates directly with the purchasing value of the dollar. 
Even the first phases of inflation which are apparently rewarding to many whose 
assets consist of bricks and mortar and machinery and equipment and inven- 
tory are unpleasant to us. 
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However, as has been already pointed out in the testimony before you, the 
effect of regulation W on the general inflation could never be great because the 
total installment-sales credit outstanding at the end of 1950 was only 3.85 per- 
cent of total consumer purchasing power. The total installment-sales credit on 
automobiles oytstanding at the end of last year was only 2.08 percent of the 
total consumer purchasing power. 

There are at present new controls affecting motor vehicles which did not 
exist when regulation W became effective last September. First, ceiling prices 
are now in effect on all cars. Thus, there can now be no price inflation on motor 
vehicles. Second, critical raw material for new motor vehicles is under alloca- 
tion. This now creates a more direct and effective method of conserving raw 
material for the rearmament or preventing runaway prices than regulation W 
could ever have provided. With car prices controlled and critical material 
allocated, the reasons originally given by the proponents for the adoption of 
the regulation no longer support its continuance. The only effect which a con- 
tinuance of the regulation can have is to maintain the inequitable distribution of 
the otherwise controlled quantity of motor vehicles to cash buyers as against 
time buyers without regard to their relative needs, thus discriminating. 

Certainly these circumstances at least warrant the liberalizing of the terms of 
regulation W. 

This mitigation of terms should be made by the Congress in this proposed bill 
by including in the bill a direct limitation below which the Federal Reserve 
Board cannot go. No regulation should be authorized by the Congress which 
could require greater than one-third down payment or less than 18 months to 
pay the balance on either new or used cars. As pointed out in earlier testimony 
before you, there is good precedent for such a limitation upon your authorization. 
For example, the Federal Reserve Board’s power to fix bank reserves is limited. 

A grant of unlimited powers to control the time sales of automobiles is far 
more than a good administrative agency should want and far more than a bad 
administrative agency should have. The present unlimited power places the 
time buyers and the financial institutions entirely at the mercy of the small 
number of men of the administrative agency without guide or standard to follow. 
Under the present regulation, the Federal Reserve Board could actually prohibit 
the time sale of motor vehicles. The citizens look to the Congress for their 
protection against arbitrary and unreasonable regulation by Federal commis- 
sions, 

Because of all of these matters I recommend that if your committee decides 
that it is necessary as a part of the over-all defense effort to continue the power 
to restrict the terms of time sales of motor vehicles, it limit the power delegated 
so that the administrative agency cannot require a larger down payment than 
one-third of the purchase price and cannot require the balance to be contracted 
to be paid in less than 18 equal monthly installments and that even the grant of 
such power be limited to 1 year’s duration so that at that time you may re-examine 
the problem. 


(At 5:05 p. m., the hearings were closed. ) 
(The following letters, statements, telegrams, etc., were received for 
the record :) 


May 16, 1951. 
Letter to the Congress of the United States: 

Dr. F. A. Harper of the Foundation for Economic Education, Inc., in a pam- 
phlet called In Search of Peace, says: 

“The first necessity in any defense is to identify the enemy. * * * Lacking 
that, defense measures make no sense. * * * 

“What is the basic issue in this conflict? What do we wish to fight against? 
It is slavery, the enemy of liberty * * * the idea that men of a community 
or a nation can better themselves and strengthen themselves if some of them 
will enslave others. That idea is the realenemy. * * * 

“False ideas can be attacked only with counterideas, facts, and logic. There 
is no other way. * * * An idea cannot be forced into submission by 
kicking it in the shins or by beating it over the head. Nor can you shoot an 
a Ss FF ® 

“So the nation goes to war, and while war is going on, the real enemy 
communism—rides on to victory in both camps.” 

In our camp, the President and Congress, usually with the best of intentions, 
have been, and are, giving aid and comfort to the enemy, communism, by many 
of their Executive orders and legislative acts, for example: 
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The Defense Production Act is treason. Controls are a Communist technique. 
They foul production, create shortages and dislocations of materials and man- 
power, and raise all prices. The cost of economic stabilization adds to the debt, 
adds to the money supply—that’s more inflation—and thus causes prices to rise 
still higher. Controls are completely inflationary, worse than useless. They vio- 
late liberty, hinder mobilization, weaken the military strength of the Nation, 
and give aid and comfort to the enemy. 

Congress could stop inflation, at once, by uSing the incentives of the free 
market to increase the commodity supply, while taxing money from the pockets 
of the people to reduce the money supply. But instead, the Committee on Ways 
and Means is hard at work on another piece of treason, the Revenue Act of 1951. 

Our revenue code is communistic; that’s why it is full of problems. All tax 
problems arise from only two sources, both Marxist: (1) the attempt to tax 
business profits; and (2) the use of brackets. Why not avoid all tax problems 
by cutting out both sources? Here’s how to tax to stop inflation: 

(1) Let every employer as an impersonal operator, business, or government, 
avoid business-income taxes by distributing all profit (or loss), before taxes, 
partly in cash and partly in common ownership credited (or charged) to the own- 
ership accounts of the owners of the material and human assets of the business 
in proportion to their several ownerships as measured by the money invested 
and the preceding year’s payroll respectively. 

The business may reinvest profits for growth as it pleases, but it has no taxable 
income and pays no income tax. All incomes are personal incomes; the sum 
of all personal incomes is the national income. Every man gets all he earns, 
no more, no less, in cash and in common ownership of the growth assets of the 
business. You have given ability to pay to every individual taxpayer. 

(2) Provide adequate social-security benefits for all those in need and unable 
to provide subsistence and medical care, in whole or in part, for themselves and 
their dependents. This system is the first choice of the Brookings Institution. 
Pay the benefits from current income-tax revenues. 

(3) Tax the national income, now running about $280,000,000,000. Ask every 
employer to withhold one flat-rate percentage tax from all payments made to 
individuals as consumers—no withholding from fees or from any other pay- 
ments made to any business—no allowances, no deductions, no loopholes, no 
hardships, no inequalities, no tax problems. And no more personal income 
tax returns. 

Start the tax rate at 25 percent to take about $70,000,000,000 from the pockets 
of the people to reduce their effective demand for consumer goods. Use part of 
the revenue for defense goods. Use the extra money to retire the debt, and thus 
deflate the money supply without the risk of starting a deflationary spiral. 
Stop inflation. Repeal all controls. Establish justice and the free market. 

One flat-rate withholding from all payments made to individuals as consumers: 
that would be so much easier for business than what we have been doing that 
every businessman will vote for you. And so will all taxpayers as they realize 
that they are always paid up, no longer concerned about the ides of March. 

As the dollar regains purchasing power, it will buy more defense goods; the 
dollars left in the pockets of the people after taxes will buy the same standard 
of living as before. Money isn’t wealth. Real wealth, the commodity supply, 
will increase faster as you give production the green light by untaxing business, 
by distributing incomes and taxes justly, you haven’t hurt anyone. 

But you have knocked out the enemy, communism. American prosperity will 
shine with a beacon light so bright as to burn down every iron curtain. 

Logically yours, 
EB. 8. Hatt, 


The All American Foundation, Ine. 
FARMINGTON, CONN. 


THE AMERICAN ROAD TO FREEDOM 
(By Edwin Sydney Hall) 
[Chapter VII—Report To Accompany the Prosperity Revenue Act] 
2. How Would You Taz To Stop Inflation? 


least, we plan to take out of civilian production some $50 billion a year for guns, 
airplanes, tanks, and the other instruments of defense. 


“In its simplest terms what is happening is that for the next 2 or 3 years, at 
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“In doing that, we will be adding to the purthasing power of the people. * * * 

“Roughly, that $50 billion a year measures the inflationary gap—the difference 
between what people have to spend and what there is available for the civilian 
economy to buy. * * * It would be encouraging to report that there is pow- 
erful sentiment in Congress for mopping up that $50 billion in taxes. * * * 
But. * * *”’—Joseph Hanlon in the St. Louis Post-Dispatch, May 6, 1951. 

“We must stop inflation—but how? The root cause of inflation is, of course, 
an excess of demand over supply.”—Paul G. Hoffman, Peace Can Be Won. 

No! The cause of inflation is not “an excess of demand over supply”; that’s 
the cause of high prices. High prices are not inflation; they are the result and 
consequence of inflation. Can you stop a process by controlling its result? 

What is inflation? It is that process in which Government inflates the money 
supply, as by “deficit spending.” Inflation is the increase of the money supply 
relative to the commodity supply. This is clear from the fundamental equation 
of economics, the equation of exchange, which may be stated most simply, thus: 

(money supply: all the dollarsspent) _ = (general price level) 

(commodity supply: all goods and services bought) ~ 

From this equation, which is obviously true, anyone who thinks, can see that 
as long as the money supply is increasing (as by “deficit spending”), faster than 
the commodity supply is increasing, the general price level will rise. No freeze 
or roll-back can stop it or control it. You cannot stop inflation by controlling the 
result of inflation. What happens when you try? 


PRICE CONTROL 


It was not the war in Korea that started prices rising in June 1950. It was 
talk of imposing controls that caused panic buying, hoarding, and higher prices. 

Wages and price controls snarl production in red tape, create shortages and 
dislocations of materials, and raise all prices. The cost of running the Economie 
Stabilization Agency adds to the debt, and thus causes prices to rise still higher. 
Controls increase the money supply and control the commodity supply—guilty of 
jacking up the general price level on both counts. Price control is a double- 
barreled fraud, completely inflationary, worse than useless in war or peace. 

Controls aren’t even smart politics. The people want lower prices, not the 
shortages and higher prices of price control. Control is a Communist technique. 
It slows production, fouls up defense mobilization, gives aid and comfort to the 
enemy. Whether you know it or not, price control is treason. 

But Government could and should control the general price level in the natural 
way, obvious from the equation of exchange, thus: Increase the commodity sup- 
ply and/or decrease the money supply, and the general price level will come 


down. 


INCREASE THE COMMODITY SUPPLY 


Wage and price controls and other restrictions on business can only impede 
production. Can you accelerate production by retarding it? Controls foul up 
and slow down the increase of the commodity supply. There’s no substitute for 
liberty. The incentives of the free market will increase the commodity supply 
most rapidly. 


DECREASE THE MONEY SUPPLY 


Since bank credit is the larger part of our money supply, credit controls can 
be effective in decreasing the money supply. Consumer credit and installment 
buying may be sharply curtailed, but drastic deflation of bank credit to business 
would cause business failures, hinder production, and slow down the rate of 
increase of the commodity supply. Thus restrictions on bank credit to business 
might restrict production of commodities enough to cause the general price level 
to rise. 

Supporting the price of Government bonds by the Federal Reserve is no more 
justifiable than pegging the interest rate by the Treasury. A plague on both 
ideas. But there would be no argument if there were no bonds. There would 
be no bonds if Government’s taxing and spending practices were wise and 
honorable. 

If banks were not allowed to issue “fountain-pen money” (credit “backed” by 
debt) ; if banks were allowed to lend more than deposits only on adequate security, 
the free interest rate in the free money market would control the violent infla- 
tion and deflation of bank credit to business which have bothered us in the past. 
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To reduce the money supply, curréncy and credit, overbalance the budget every 
year, thus: (1) Reduce Government expense; and (2) tax more money from 
the pockets of the people. Use the extra money to retire the bonds. 


(1) Reduce Government expense 


To cut the cost of Government effectively, reduce the number of Government 
employees, and raise the efficiency of those who remain. ; 

The practical way to reduce the number of Government employees is to repeal 
the statutes which have created such useless and wasteful bureaus as the Eco- 
nomie Stabilization Agency. Possible savings by repeal: $12 billions per year. 

To reduce the payroll still further and at the same time raise the efficiency of 
the Government, provide incentive pay for all Government employees. Make the 
appropriation for each bureau and office adequate to get its job done well, if done 
efficiently. Set up the appropriation as gross income with the understanding 
that the unspent portion, at the end of the fiscal period, will be paid as a “divi- 
dend,” one-half returned to the Treasury and one-half spread over the payroll 
in amounts up to 50 percent added to base pay; the balance, if any, to be 
returned to the Treasury. 

No civil-service preferments should be allowed to stand in the way of raising 
the efficiency of Government in this manner. This is an emergency. Displaced 
bureaucrats can find useful jobs in defense production. 


2) Tax more money from the pockets of the people 


Government gets all it spends out of our pockets, from our current production 
and personal savings. If the budget is balanced, Government gets its income 
by honest taxation, open or hidden. If the budget is unbalanced, Government 
gets some of its income by dishonest taxation, by the capital levy on the value of 
the dollar—inflation. When Government spends more than it takes in taxes that 
extra money is taken out of our pockets, not directly and honestly, but indirectly 
and dishonestly ; it is stolen from the value of our dollars and insurance policies. 

In effect, Government’s budget is always balanced; it takes all it spends out of 
our pockets, either honestly by taxation or dishonestly by inflation. The cost of 
the Government would be less—no interest to pay—and it would take less out of 
our pockets, if it would take all it spends, in war or peace, by direct and honest 
taxation. There is no excuse for deficit spending. It is the duty of Congress to 
collect in taxes every dollar it appropriates before making the appropriation. 


UNTAX BUSINESS AND TAX THE TAXPAYERS 


Business does not and cannot pay taxes; it passes them on and collects them 
from the people. When we tax business who pays the tax? The stockholders, in 
lower dividends? The employees, in lower wages? The consumers, in higher 
prices? Only one thing is sure: In the end, instead of the giant corporations, 
the little man pays all taxes. Is that tax equality? } 

As we have it, corporate income is heavily taxed and corporate dividends are 
taxed as personal incomes—double taxation—but the incomes of tax-exempt coop- 
eratives and foundations are not taxed. This most obvious tax inequality can 
be easily corrected, not by “taxing the untaxed,” but by untaxing the taxed. 

Congress has no right to tax business. The business, as an impersonal oper- 
ator, has no vote; it must not be taxed. “Taxation without representation is 
tyranny.” We had a war about that, and won on that principle. It is wrong to 
tax business incomes; it is wrong to tax profits. Profits belong to the owners 
of business; they must be “plowed back” and distributed, not taxed. 

But the business, corporate or not, has neither soul nor standard of living; it 
needs no income. It can prosper and grow on new capital, reinvested from 
protits or invested by new common owners or shareholders. The employer, as an 
impersonal operator, whether business or government, is properly a trustee, a 
distributor of incomes, running the works for the benefit of the owners of the 
Inaterial assets and human assets of the business, the stockholders and employees 
respectively, who are the beneficiaries of the trust. 

The business, as an impersonal trustee, is tax-exempt since it has no taxable 
income. It can “plow back” from profits as much as it pleases for growth and for 
reasonable working capital. Nevertheless, all profits must be distributed, before 
taxes, partly in cash and partly in new common ownership of the growth assets 
credited to the accounts of the common and personal owners of the material and 
human assets of the business, spread over the money invested and the preceding 
year’s payroll as the measure of the life invested. All losses must also be 
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distributed, as shrinkage of the common ownership, charged in the same propor- 
tion to the same common and personal-ownership accounts. 

Once understood, who would object to trustee’s accounting? Everybody wins. 
The change from corporate accounting almost doubles the common dividend. 
What sane businessman or stockholder would object to that? The change 
increases the personal incomes of employees, management, and labor, about 
20 percent, and gives them an increasing common dividend to take care of 
seniority and provide, toward the end of active years, the natural equivalent of a 
pension irrespective of retirement. What employees, not crazy in the head, 
would object to that? 

By the use of trustee’s accounting, every business and Government organiza- 
tion—every employer—is tax-exempt. Thus we recognize the fact that business 
is a tax collector, not a taxpayer, Miss Kellems to the contrary notwithstanding. 

Even excise taxes are not paid by business; they are collected by business, but 
paid by the purchasers. In the emergency, excise taxes can be used to allocate 
materials by applying them to specified consumer goods to raise their prices 
and discourage their production, to turn production into defense goods. Excise 
taxes can be used properly for regulatory purposes, but they are not the proper 
source of revenue for the main support of Government. The general manufac- 
turers’ excise tax is a sales tax; it bears most heavily on the lower income groups. 

After all, taxation is entirely a personal matter; it hurts you. You cannot pass 
it on by trying to “soak” big business. Business only collects taxes. The only 
taxpayer is the one named “Homo sap.” 


HOW WOULD YOU LIKE TO BE TAXED? 


As one of the final and only taxpayers, at what point in your personal economic 
process would it be most convenient for you to be taxed? Where and how can the 
tax revenue income of Government be taken out of your pockets most justly and 
with the least harm to the economic process and to your standard of living? 

Your personal economic process may be completely stated, thus: Your produc- 
tion (incéme)—your consumption (expense)=your personal savings. 

Investing your savings in private ownership of the tools of business (capital), 
will make your money work for you and increase your income relative to your 
effort, and thus raise your standard of living. 

At which of the four points in your personal economic process would you 
prefer to be taxed? 


(1) At the point of personal income? 


The income tax is a practical tax, but its “progressive” abuse, unjust and 
communistic, has given it a bad name. 


(2) As a sales taxv at the point of personal spending? 

C. William Hazelett’s tax on personal spendings, on the living standard of the 
individual, would require each taxpayer to figure his own tax liability and pay 
liis tax. Is it practical to require every taxpayer to keep accounts? It would 
he easier to collect this tax as a sales tax on all goods sold to consumers. But 
this spendings or sales tax is a full-rate income tax on those who spend all their 
incomes, and a part-rate income tax on those in the higher brackets. It is 
regressive. It is the progressive income tax turned upside down. The sales tax 
is the most unjust of all taxes since it taxes the lower income groups at the 
highest rate. All sales taxes, Federal and local, excepting only the excise 
taxes desirable for regulatory purposes or to allocate materials. should be 
repealed, 

(3) At the point of personal savings? 

No. We would spend all we make, save nothing, and pay no tax. 
(4) At the point of investing? 

No. Taxing the investing process would put a damper on the growth of our 
tools, and thus check the rise in our standard of living. 

By elimination, it is clear that the only practical point at which to tax the tax- 
payers, surely and justly, is the point of personal incomes, not with the com- 
munistic “progressive or graduated income tax’ of Karl Marx, but with the 
flat-rate proportional income tax of Adam Smith, entirely collected by with- 
holding. 

What would you do, today, to make such a flat-rate proportional tax on gross 
personal incomes acceptable to the lower-income groups and politically attractive? 

88762—51—pt. 8334 
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With the best interest of all voters clearly in mind, here’s what you would do: 

(1) Allow all employers to avoid income taxation by using trustee’s accounting. 
Thus you would jack up the personal incomes (not the wages) of the lower- 
income groups by 20 percent, more or less, to give them “ability to pay.” Untax- 
ing business would also cut their living costs about 20 percent, by cutting out the 
hidden sales taxes from the prices they pay, for an over-all increase in the real 
incomes of the lower-income groups of about 40 percent. 

(2) Provide adequate social-security benefits for all those in need and unable 
to provide subsistence and medical care, in whole or in part, for themselves and 
their dependents. You would do this, not as a phony insurance racket and not 
from any sense of false philanthropy, but because we, as a society, do not like 
to see misery and hunger in our midst. Moreover, we all live under the threat 
of job obsolescence from social progress—for example, the tax experts and labor 
lawyers upon the passage of the Prosperity Revenue Act—and it is up to society 
to provide true social security for all who may be disemployed and needy. 

(8) Ask every employer, as a trustee without taxable income, to withhold 
one flat-rate percentage tax from gross personal incomes—no deductions, no 
allowances, no loopholes, no temptations to evade, no evasion. Business, what- 
ever its form, from the professional man or sole proprietor to the great corpora- 
tion or cooperative, must keep accounts to stay in business. To make one flat- 
rate withholding from all payments made to individual persons as consumers— 
no withholding from fees or payments made to any business—that would be so 
much easier for business than what we have been doing that every businessman 
would vote for you. And so would all taxpayers, as they realize that they are 
always paid up, never again concerned about the Ides of March. Justice in 
taxation is a wonderful thing. There’s magic in it, and millions of votes. 

(4) Make the tax rate part of an automatic governor to stabilize the economy, 
the rate responsive to trends in the price level to reduce all prices to normal 
and hold them there. When every employer, business and government, uses 
trustee’s accounting with recognition of the personal ownership of the employee, 
all incomes are personal incomes, and the sum of all personal incomes is the 
national income. The national income, so defined, is running close to $280 
billion. Start the rate at 25 percent, to collect about $70 billion. In this way, 
tax more money from the pockets of the people and reduce their effective demand 
for consumer goods. Use the money for defense goods and to retire the bonds; 
thus deflate the money supply in an orderly nianner. Stop inflation. As the 
dollar regains purchasing power, the dollars left, after taxes, will buy the same 
standard of living as before. Money isn’t wealth. Real wealth, the commodity 
supply, is being increased. 

(5) Repeal all statutes which interfere with the free market for money, goods, 
or services. Use the natural law of price to do the rationing and to allocate 
materials by applying excise taxes to selected consumer goods. Instead of 
cost-plus, let all contracts on an incentive basis providing higher profits for 
producers, the lower the unit cost to Government. Set free enterprise free to 
produce for victory, and require a just distribution of profit or loss. Return to 
honest money, backed by all commodities in a free market, with the currency 
redeemable on demand in gold and/or silver as a step toward stable foreign 
exchange. Understand and dare to stahd for liberty and freedom. 


SUMMARY 


Government’s fiscal problem demands coordination between the taxing and 
spending committees. Congress, before making an appropriation, must collect 
enough revenue, efficiently and justly, to pay as we go, and thus stop inflation and 
stabilize the price level in the natural way, without any direct controls. 

All tax problems, loopholes, hardships, and other inequities and iniquities, 
arise from one of two sources: (1) The attempt to tax business; and (2) the use 
of brackets. To wipe out all tax problems, wipe out both sources. Untax busi- 
ness, and replace the Karl Marx code with trustee’s accounting and the Adam 
Smith flat-rate proportional tax on gross personal incomes, collected by with- 
holding. 

Establish justice and the free market. The flat-rate tax on the national 
income, easy to administer, certain as to yield in dollars, and in votes. What 
could be more practical. What could be more just. What could be more 
American. 
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AMERICAN ASSOCIATION OF INDEPENDENT LNDUSTRIES, 
Washington, D. C., June 4, 1951. 
THE HONORABLE BURNET R. MAYBANK, 
Chairman, Senate Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR MAYBANK: I am writing on behalf of the American Associa- 
tion of Independent Industries, which was formerly the Small Manufactures 
tmergency Committee. The predecessor committee was represented in testi- 
mony before the Senate Committee on Banking and Currceny in opposition to the 
bills to abolish the Reconstruction Finance Corporation. 

The American Association of Independent Industries now wishes to place on 
the record its views concerning the small-business amendments to the Defense 
Production Act Amendments of 1951, now pending before the Senate Banking 
and Currency Committee. 

It is certainly desirable that Congress should review the Defense Production 
Act of 1950, after 8 months of its operation, in order to determine whether the 
act has lived up to the spirit and the intent of Congress, and whether further 
implementation is necessary. While the Defense Production Act of 1950 gave 
lip service to the small and independent business segment of our economy, these 
past 8 months have been full of frustration and defeat for this group of business- 
men. In the transition of our economy from peacetime production to industrial 
mobilization, these small units have not had due recognition. They have been 
cut back on materials, have not been able to get defense contracts, and cannot 
get loans to tide them over. No active Government assistance measures have 
been established for these little independent enterprises in spite of small busi- 
ness Offices in almost every branch of the Government. 

The American Association of Independent Industries has been particularly 
concerned with the financial problems of small business. Private banks are not 
able, and often not interested, in making loans to small business for expansion 
and other needed purposes. These banks often are not permitted to make loans 
of sufficient size and they cannot make long-term or intermediate loans. The 
RFC has thus far been the sole Government agency from which small business 
can receive a loan, and we urge the continuation of its existence and we oppose 
impairment of its powers. 

But even under RFC, applications for loans are a long time in the process, 
sometimes too long for a small entrepreneur to stay in business. Under amend- 
ment S. 1397 to the Defense Production Act amendment, the Small Defense 
Plants Corporation could recommend to the RFC loans or advances to enable 
small-business concerns to finance plant construction, conversion or expansion, 
or the acquisition of equipment and facilities, such loans to be made either di- 
rectly by the RFC or in cooperation with banks or other lending institutions 
through agreements to participate. Such a working arrangement between the 
Small Defense Plants Corporation and the RFC will make it possible for small- 
business units to obtain quicker aid on loans, and should produce long-range 
thinking, plus a set of standards now lacking in the individual consideration of 
each loan. 

Material shortages and lack of defense contracts, the other two major woes of 
small business, recently pinpointed in testimony before the Senate Small Busi- 
ness Committee materials, shortages and procurement hearings, also threaten 
the existence of the smaller elements of our economy. The hearings before the 
Small Business Committee reflect the early days of World War II, when simi- 
lar mobilization policies wrecked havoc on small business, causing almost one- 
half the businesses in the country to shut down between 1940 and the time that 
the Smaller War Plants Corporation came into existence in 1942. Prompt action 
is needed now to meet the threats of the present situation before so many busi- 
nesses are allowed to close down during the present emergency as the country 
lost in World War II. Without such an amendment as the Smaller Defense 
Plants Corporation 8S. 1397, no relief will be forthcoming for the small producers 
and retailers of the Nation. These smaller segments of our economy, the back- 
bone of economic free enterprise in the United States, should be able to operate 
by being assured a fair share of the allocation of scarce materials and be able 
to participate in the defense production of the Nation. 

The American Association of Independent Industries whole-heartedly en- 
dorses the amendment to S. 1397, proposing the creation of a Smajl Defense 
Plants Corporation, for we are convinced that only by such an independent 
agency, can the problems of small business be met in a meaningful, coordinated 
manner. 
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We will be most grateful if you can include this letter in the record of your 
committee’s hearings on 8S, 1397. 
Yours sincerely, 
WENDELL BERGE. 


STATEMENT OF PHILIP ScHIFF, CHAIRMAN, NATIONAL PusBLic SocraL POLIciEs 
COMMITTEE OF THE AMERICAN ASSOCIATION OF SOCIAL WORKERS 


The American Association of Social Workers is the largest professional mem- 
bership organization in the field of social work. It was founded 28 years ago 
and now has more than 12,000 members living in all parts of the United States 
and its Territories. These social workers, in 115 chapters located in practically 
every State and Hawaii and Puerto Rico, are employed in public and voluntary 
local, State, national, and international agencies. For more than 12 years the 
association has been studying social-welfare needs. Our annual conference, 
attended by delegates chosen by each chapter, provides the chief means of 
formulating membership opinion on national problems, 

I have just returned from Atlantic City where our delegates assembly just 
completed its annual meeting, and once more reaffirmed its policy in favor of 
rent controls. 

As a partial answer to Senator Maybank’s recent concern regarding the lack 
of consumer interest in the problem of controls as evidenced by the fact that 
very few such organizations have requested an opportunity to be heard on this 
bill, may I respectfully suggest that it is not lack of interest which deters them 
from testifying. It is my firm conviction that their nonappearance, if such con- 
tinues to be the case, is motivated by their sincere faith that our Congress will 
grant the American people continued protection under regulations set up by the 
Defense Production Act of 1950. 


NEED FOR CONTINUED RENT CONTROLS 


We have examined S. 1397 carefully and favor the purposes and the general 
provisions of this bill, particularly as they relate to the need for continued rent 
controls. Our conviction is based upon our first-hand contacts with clients in 
every State of the Union. Our membership is trained to study and analyze the 
impact of economic forces upon the social living conditions of people and is 
convinced that based upon all the information we have been able to obtain, it 
is of great importance to the defense effort as well as our democratic principles 
of Government to continue rent controls. 

Unless the Congress continues existing controls we will find ourselves up 
against the kind of situation described in a press release which quotes the 
Bureau of Labor Statistics of April 26, when rents have been decontrolled, as 
follows: 

“In nine areas where rents have been uncontrolled for from 2 to 18 months, 
from 28 to 70 percent of all rental units have experienced rent increases, In 
seven of the cities more than one-half of all rental units have had increases and 
in three cities rents have been raised in more than two-thirds of the units. 

“The cities are among the 34 large cities where samples of residential dwell- 
ings, carefully selected to represent all sections and types of structures in each 
area, are regularly surveyed by the Bureau of Labor Statistics for its Consum- 
ers’ Price Index * * *. Among the dwellings reporting rent increases, the 
average increase after decontrol varied from 17 percent in the Norfolk area to 
35 percent in the Birmingham area. 

“In every city the largest percentage increases in rents occurred among the 
dwellings which rented for less than $30 per month before decontrol. In five of 
the cities over two-thirds of the dwellings in this lowest rent group reported 
increases after decontrol, while in Birmingham and Savannah more than 80 
percent had increases. The average rise in rent for the units reporting increases 
in this group varied from 29 percent in Richmond and Savannah to over 50 
percent in Jacksonville and Houston. * * * 

“All of the nine areas included in the present survey were decontrolled by 
State or local action and, consequently, none is subject to recontrol under the 
present law. The average rise in rents since mid-1949 for the nine decontrolled 
cities was 19.8 percent. In contrast, the cities which remained under control 
rose an average of 3.5 percent” (quoted from U. S. Department of Labor, Bureau 
of Labor Statistics Press Release, dated April 26, 1951). 
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THE PROBLEM OF RENTAL VACANCIES 


The great battle ahead of us to control inflation—particularly as we will head 
into it next fall and in 1952 when defense expenditures will be running in high 
gear—is bound to be influenced to a large extent by the rental situation as it 
relates to vacancies. 

Our study of this problem, aside from the daily experiences of our membership 
in helping to find rental accommodations for families, particularly in the low- 
income group, has proven beyond a doubt that present national and local short- 
ages dictate the continued need for rent controls. The facts as we have been able 
to gather them are as follows: 

The over-all vacancy factor for the Nation reported by 1950 census is only 
1.1 percent while 5 to 6 percent vacancy factor is considered normal. 

However, rent control is, and always has been a selective matter, operating 
only in those communities which have a shortage of rental housing. During the 
last half of 1950, the Office of the Housing Expediter made surveys throughout 
the country which indicated that the supply of rental housing was still extremely 
tight in many communities. In 100 of the largest cities the Office of the Housing 
Expediter contacted 1,251 leading realtors and apartment house and project 
managers in order to determine how many rental vacancies they had. In the 
231,720 units under their control they reported only 1,516 rental vacancies. 
This represents a vacancy factor of less than two-thirds of 1 percent. 

The existence of a house in a resort area does nothing to solve the housing 
shortage in Gary, Ind., San Diego, Calif., or Norfolk, Va. Housing shortages are 
localized situations but they have a direct bearing on the national welfare. 
Federal rent controls applied in areas of the greatest shortages can do much 
to restrain the inflationary dangers produced by these shortages. 


FAIR DEALING FOR THE LANDLORDS 


Our association is fully aware of the practical problem of guaranteeing a fair 
return to landlords of home-rental properties. With this thought in mind, and 
in consideration of the vacancy problem upon which I have touched, we checked 
into the records to discover for ourselves whether or not the landlords of this 
Nation were being fairly dealt with under present rent controls. Our research 
into this area has convinced us that the landlords are receiving an adequate 
and fair return upon their properties as witness the following facts: 

Owners of buildings containing more than five units of rental housing have 
increased their net operating income (before depreciation) by 44 percent and 
for smaller structures by 34 percent over 1939, a recent survey made by the 
Office of the Housing Expediter (OHE) reveals. 

The survey was based on actual examination of the records of 1,535 large 
buildings with 38,652 units and 2,165 smaller buildings containing 4,141 units. 

Ninety-five percent of the buildings containing 98 percent of the total units, 
showed an increase in rents since controls were established. 

A million rent increases have been granted by the Office of the Housing Ex- 
peditor during the calendar year 1950. 


RENT CONTROLS AND THE SITUATION AROUND MILITARY CAMPS 


This problem will cause our defense effort to lag seriously unless present con- 
trols are continued and in some respects strengthened. 

Many of our association members are vitally concerned with this problem 
because they know from sad experience how the morale of families of service 
personnel can seriousy affect the serviceman himself. To cite only two human 
interest stories which have reached us, will indicate the grave responsibility 
which devolves upon the Congress to grant the necessary protection called for 
in this bill. 

From Battle Creek, Mich., comes this report from a wife of a wounded veteran 
of the Korean campaign: 

“T want to tell about the really outrageous prices the wounded men’s families 
here are having to pay for apartments and living quarters. I will tell you about 
just one case and it is just one among many. Some are even worse. 

“T myself am trying to find an apartment, as at the present time I'm living 
in a sleeping room. Yesterday, I called about an apartment I saw advertised 
in the paper. ‘Children welcome,’ it said. 

“The landlady immediately asked me if I had any children. When I told 
her I had a son, she said, ‘Well, I have taken a month’s rent from another 
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woman, but it was with the understanding that if I found someone better who 
wanted the apartment that I could refund the money.’ The other woman had 
three children and I had one which made me a better prospect. The other 
woman’s husband was also a war casualty and Heaven knows she needs the 
apartment with her three children more than I do.” 

The apartment for which these service wives were competing was 2 rooms, 
no bath, no sink, and rented for $60 per month. 

Here is the story of the wife of a soldier at Fort Leonard Wood, Mo.: 

“I joined my husband at Fort Leonard Wood and rented a one-room, light 
housekeeping unit for which I pay $45 per month. My husband is a veteran, saw 
service in Korea, and has a salary of $117 per month. After paying our rent, it 
is impossible for us to maintain a respectable standard of living * * * to 
meet my financial obligations it has become necessary for me to seek employ- 
ment, thereby forcing me to send my small son to my parents.” 

Furthermore, our studies indicate that more than 200 military installations, 
either reactivated or on the list for reactivation, are located in areas where 
there is no rent control. 

In many of these areas there is already an acute shortage of housing. San 
Diego, Calif., has need of an additional 20,000 units according to Mayor Harley 
E. Knox. 

A Marine Corps survey of 1,078 military families in the vicinity of Quantico, 
Va., disclosed extremely high rents for a poor average of accommoda- 
Hom: 2'.%, 

Near Camp Lejeune, in North Carolina, the housing shortage is acute with much 
of the available housing being of substandard types. 

The Mayor of Wilmington, N. C., reported that though Wilmington is prac- 
tically 50 miles from Camp Lejeune, more than 1,500 families have moved in 
and hundreds more would like to get accommodations. 

City Manager C. A. Harrell of Norfolk, Va., reported, “We find ourselves 
still struggling with yesterday's construction needs at the very time that bold, 
aggressive action is needed to meet today’s crisis * * *. Where the defense 
effort brings about large increases of population, there is vital need for addi- 
tional housing and supporting services. Housing is still inadequate in many 
cities. Yet, where new populations engulf municipalities, homes will have to 
be made available * * *,” 

Brig. Gen. Colby M. Myers, representing the Department of Defense, told 
the House Banking and Currency Committee * * * “the availability of liv- 
ing units in the vicinity of defense plants or military installations will tend to 
stabilize personnel in these areas. The Department of Defense considers that 
the stabilization of the defense worker is vital to the success of this country’s 
industrial and military mobilization program. 

“* * * the Air Force, to which I am assigned, has lost much of its poten- 
tial combat effectiveness during the interim period from the end of the last war 
to the present time because of the loss of personnel due to the lack of family 
housing units available to them in the vicinity of our bases. This loss must now 
be replaced at the expense of time and under the stress of emergency.” 

(Quotations are from testimony on the defense housing bill, before the House 
Banking and Currency Committee, 1951.) 


THE IMPORTANCE OF EVICTION CONTROL 


On May 15 some 90 masked tenants appeared before the Wisconsin legislative 
committee seeking rent control, according to newspaper reports. They gave as 
their reason for wearing masks the fear that they would be evicted if their iden- 
tities were revealed. While they no doubt dramatized their point to make a case, 
there is a strong feeling on the part of tenants that without eviction controls 
they have no protection when they report overcharges. 

The provisions giving the Office of the Housing Expediter authority to estab- 
lish eviction controls is vital to the good administration of rent control. The 
provision relating to eviction in the proposed legislation provides ample ground 
for eviction where warranted without allowing evictions to be used as a means 
for collecting over-ceiling rent, or to keep tenants from reporting violations, or 
to take revenge on a tenant who has met his legal obligations and seeks to 
resist the imposition of illegal ones. 


THE PROBLEM OF DECONTROL AND RECONTROL 


Our association urges that the Congress accent a modification of the present 
law which would enable the President or his designated agent to recontrol any 
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accommodations which he decontrols and to establish maximum rents for housing 
accommodations which are not presently under control. We urge that this 
authority be given to him because of the many hardships created around the 
Nation due to unfortunate and untimely rent decontrols. 


CONCLUSION 


It is our firm conviction based upon the facts as we have been able to gather 
from around the Nation that S. 1397 should be affirmatively acted upon by the 
Senate Banking and Currency Committee and that title IV (a), rent stabiliza- 
tion, in particular needs and deserves the support of the committee. 

We have tried briefly to set forth our reasons for soliciting your support. We 
realize that the American people, under normal conditions, should not be sub- 
jected to the kinds of controls which lead to regimentation. We are not that 
kind of a nation. 

However, these are not normal conditions and normal times under which we 
are living. On the contrary, our way of life, already seriously threatened, will 
become worse, almost irretrievable, unless we act quickly in our own defense. 
Thus the temporary ecnomic controls, envisioned under S. 1397, can well prove 
to be our first line of defense in our struggle to maintain our democratic form 
of government. 


AMERICAN HOME OWNERS, INC., 
Indianapolis, Ind., April 9, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman of Senate Banking and Currency Committee, 
United States Senate, Washington, D. C. 


DeAR SENATOR: I am writing in the interest of the small operator in the rental 
business. Attached is an example of what is necessary to get anywhere near 
enough rent to operate rentals. I have tried to figure out a way for the small 
operator to receive enough rent to cover payments on the property and expenses. 
The Housing Expediter will not allow payments on property to be taken out of 
rents. Where, may I ask, is the property owner to get the money to pay the 
payments? Shall he steal, black market, or some other way to get this money 
to make payments? It is the most unheard-of philosophy I ever heard of. 
Quoting from Mr. Ed. Dupree, general counsel for the Housing Expediter: “I 
regret to advise that our office is unable to give favorable consideration to your 
recommendation since an allowance for such payments would discriminate 
against the landlord who owns his property absolutely without mortgage in- 
debtedness. Moreover, consideration of uncontrolled sales prices in establishing 
maximum rents would tend to make rent control ineffective.’ You can see from 
this statement that the small operator does not have a chance. 

May I suggest that you appoint a subcommittee to hold hearings in the larger 
cities and take testimony from the large and small operators? When a law is 
being written for a group of American citizens I think that group should be asked 
about what goes into that law. 

I hope that there will not be an extension of rent control after July 1, 1951, 
but if there is I would like to have the question answered, Where is the property 
owner who buys on payments to get these payments? 

May I hear from you soon? 

Respectfully yours, 
Henry A. WERKING, 
President, American Home Owners, Inc. 


STATEMENT OF AMERICAN HOME OWNERS, INc., Henry A. WERKING, PRESIDENT 
INDIANAPOLIS, IND., IN REGARD To S. 1397 AND H. R. 3871, To AMEND THE 
DEFENSE Paropuction Act or 1950 


To Members of the Senate and House of Representatives. 

We wish to offer the following criticisms and changes: 

Page 3, line 3, add following the words “Federal statute.” “Amount to be 
paid for confiscated property to be at least present-day values with no tax 
to be paid on money received from sale.” 

Page 5, line 15: Why should Government pay a subsidy? 
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Page 17, line 16, beginning with the word “and,” “to prevent unwarranted 
evictions from such accommodations,” to be eliminated. Evictions should be 
handled by local law. 

Page 17, line 22, the words “generally fair and equitable.” These two words 
should be defined by Congress. My definition would be, “Maximum rents should 
be at least 60 percent over 1941-42 prices. Also the rents received should pay 
all expenses including payments before figuring a profit, using plan 1, 2, or 3 as 
outlined in my letter to Congress. 

Page 18, line 14, you will find the words, “since the maximum rent date.” 
A definite date should be inserted here such as “July 1, 1951.” 

Page 19, lines 9 and 10: The words “hardships” and “inequities,” should be 
defined. This all goes back to what a property owner should receive. The 
Housing Expediter at present time refuses to recognize failure to have money to 
make payments a hardship. 

Page 19, line 17: Insert following the word “effect,” “Housing should be kept 
in safe and sanitary condition and an increase in rent should be granted to make 
60." 

Page 19, line 21: The word “small” should be defined. 

Page 20, line 10, beginning with the word “if” and ending with the word “rent” 
in line 18, should be stricken out and the following substituted. “A deposit 
shall be returnable to tenant upon moving from premises less damages, clean up 
charges if any and keys not returned.” 

Page 24, line 23: The words “not less than” to be stricken out and the word 
“five” to be changed to “six.” 

Page 25, line 1: Insert following the word “area” the following: “the board 
shall consist of three tenants and three landlords who own rentals. Only one 
union representative shall be permitted on board. All organizations of landlords 
or tenants shall have one representative on board. Members of board to be 
appointed or reappointed July 1 to August 1 each year. The mayor or president 
of town board shall be chairman of board. The secretary of the board shall be 
an owner of rental property and apartments and shall make inspections for the 
board. He shall be paid a full-time salary if he works 5 days a week or in 
accordance to the time needed to operate for board.” 

Page 25, line 3: Beginning with the word “Respective” and ending with the 
word “vacancies,” in line 10, shall be stricken out and in its place put the 
following: “The mayor or president of the town board where there is no mayor, 
shall call a publie meeting for the purpose of recommending the members of the 
board to be sent in to the President for appointment as members of the board.” 

-age 26, line 6, the words “including attendance fees” shall be followed by the 
words, “$10 for each board meeting attended.” 

Page 27, line 19, the words “within a reasonable time” to be changed to 
“within 30 days.” 

Page 27, line 22: The words “Emergency Court of Appeals to be eliminated 
and to be substituted by the words “nearest Federal court.” 

Page 28, lines 1 to 3, shall be eliminated and in their place put the following 
words: “President does not act finally within the time fixed by the court, the 
court shall proceed to handle protest and make decision.” Reason for this 
change, why appeal to court if President can overrule court? 

Page 28, line 20, the words “three times” should be eliminated. No tenant 
should receive more than he paid. Too much of a chance for a racket. 

Page 29, line 4, following the word “violation,” add “If landlord and tenant 
agree to a settlement of overcharges, the settlement must be accepted by rent 
stabilizer or court or both. The rent stabilizer upon obtaining proof that the 
landlord has overcharged the tenant, shall advise landlord to make a settle- 
ment with tenant and bring a signed statement to the effect to rent stabilizer’s 
office that settlement has been made covering the period in question, satisfactory 
to both parties.” 

Page 29, lines 5 to 17 should be stricken out. They are doubting the ability 
of court to honestly try ease. Also this paragraph reaches beyond price control. 

Page 29, line 22, and page 30, line 4, the words “1 year” should be changed to 
“6 months.” The law has been and probably will be hanging by a hair as to its 
legality and therefore 6 months is long enough. 

Page 31, line 2, following the word “rendered, insert the following: “All dam- 
iges to property or furniture or rent due must be deducted from any overcharge 
igreed upon between landlord and stabilization office. 

Page 31, line 11, to page 32, line 6, goes beyond price control and should be 
stricken from bill. To evict any tenant from premises does not change the price 
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of rental unit. Therefore any action on part of landlord that does not raise the 
rent for rental unit should not come under control of stabilizers office. If Con- 
gress does not accept my views on this part of bill and does permit it to remain 
in bill, then may I suggest that Congress define on what grounds a tenant 
may be evicted such as: “Failure to pay rent—3 days. Refusal to pay rent—1l 
day. Nuisance: Disturbing of other tenants or landlord or damaging property 
or furniture—10 days. Landlord may get possession of property or unit by 
giving 30 days’ notice, without making any complaint against tenant. Landlord 
does not have to notify stabilizer’s officer when evicting tenant from rental 
unit.” Our experience is that tenant waits until the very last before trying to 
find another place to move and should not be encouraged to stay in unit. 

Page 32, lines 7 to 15 should be stricken from bill. However, if this section is 
left in bill it is imperative that the tenant be included in penalty section. The 
bill as it now stands vilifies the landlord but takes no notice of tenant’s abuses, 
nuisance or damage to property or knowingly paying more rent than required. 
May we ask that page 32, line 7, the word “person” be changed to “tenant or 
landlord.” 

Page 32, line 11, following the word “imprisonment,” insert “Tenant who lies 
about landlord or living quarters or causes trouble or is a nuisance or fails to 
pay rent and refuses to move shall be subject to a fine of not more than $5,000 
or imprisonment of not more than 1 year. Any tenant who knowingly pays more 
rent than law requires is as guilty of violation as landlord and shall not receive 
any refund of overcharge and shall have no right to sue landlord.” 

Page 33, line 17, following the word “rent,” insert the words: “stabilizer’s 
office shall make every effort to keep property or rental unit from being kept off of 
rental market by increasing rents or other concessions to owner of rental units. 
If rental units or property at time bill goes into effect is being held off of the 
rental market, rent stabilizer shall make every effort to get rental units back 
on rental market by raising rent necessary to get rental unit or units back on 
the market.” 

Page 33, lines 18 to 21 should be stricken from bill. 

Page 33, line 22, preceding the word “As,” should be inserted the following: 
“Any landlord who is not registered or is overcharging at time this bill goes 
into effect in a controlled area shall have 30 days in which to register and 
reduce rents to 1951 rental prices as established by Congress in this act. Rents 
being collected at time this act goes into effect shall be the rent recognized by rent 
stabilizer’s office.” 


DEAR SENATORS AND REPRESENTATIVES: The following is a copy of a letter I 
wrote the Housing Expediter and the answer from Mr. Ed. Dupree, General 
Counsel for the Housing Expediter. 

Mr. Ep DUPREE, 
General Counsel, Office of Housing Erpediter, 
Washington, 25, D.C. 

DEAR Mr. DuPREE: I have received your letter of March 13, 1951, referring to 
my letter of March 7, 1951. 

In your letter vou refused to recognize payments on property. Please advise 
where money is to come from to make payments on property? Do you mean to 
convey that persons who do not have cash to buy are ruled out of buying prop- 
erty? I would like to have this question answered by you because it is very 
important. 

Where are we to get money to make payments on property ? 

Respectfully yours, 
HENRY A. WERKING., 
President, American Home Owners, Ine. 


(The answer ) 


Mr. Henry A. WERKING, 
President, American Home Oveners, Ine., 
135 East Market Street, Indianapolis, Ind. 

Dear Mr. WERKING: This will acknowledge your letter of April 23, 1951, in 
reference to my letter of March 13, 1951. 

As stated in my previous letter, our office is unable to give consideration to 
sales prices in fixing maximum rents, since consideration of sales prices would 
be inconsistent with the policy and purposes of the Housing and Rent Act of 
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1947, as amended. As I previously pointed out, the maximum rents established 
by our regulations, I believe, are fair and equitable and hence are in accord with 
the congressional policy of the act. 
Our agency, however, does not have jurisdiction over or control of sales and 
purchases of real estate. 
Sincerely yours, 
Ep. DUPREE, 
General Counsel. 
Quoting from Mr. Dupree’s letter to me dated March 13, 1951: “I regret to 
advise that our Office is unable to give favorable consideration to your recom- 
mendation since an allowance for such payments would discriminate against 
the landlord who owns his property absolutely without mortgage indebtedness— 
Ed. Dupree.” In other words, if you do not have the cash to pay for rental 
property, do not buy it. Do you expect us to steal the money to make payments? 
Respectfully yours, 
Henry A. WERKING, 
American Home Owners, Inc. 
185 East MARKET STREET, 
Indianapolis 4, Ind. 


To the Members of the Congress of the United States: 


I insist that the rental business should stand on its own feet. The income from 
rentals should pay all expnses and all time payments on the rental. It should 
not make any difference whether a person paid cash or bought a rental on terms. 
There may be different ways to arrive at the result, but the result must cover 
all expense. 

1. One method is to set prices on property at 1951 levels and to set a rental 
to retire capital investment over a period of 20 years. 


Property valued at $8,000 will retire at a rate of (per year) _— __~_~_ ~ $400. 00 
A yearly axpemes Of 4 OF yoRPr. iia te a ite ... 8, 012.08 
$8,000 at 8 percent interest per year would be (per year) ---_-_-___--_ 640. 00 

Total (per year) iia Sela a ina a 


This building should rent for (per Ne be or he on ah rienced ee 77. 92 





I actually received only $74.56 per week last year due to tenants failure to 
pay and vacancies. 

2. Another method is to set prices on property at whatever they cost in previous 
years, and retire same over a period of 10 years. 





Property purchased in 1940 for $3,000 will retire at rate of (per year) $300. 00 
Improvements of $3,984.06 will retire at rate of (per year) eee yr 
Paint job of $200 will retire in 3 years at rate of (per year) ___-___--~- 66. 67 
A yearly expense of (per year) —---_--- aches are semi chy Oe Oe 
Cost of property $3,000 plus $3,984.06 equi ls $6 $4.06 at 8 perce nt (per 
NED ot sco eerste obra sega wa Acme aetnater tin mpoetnces soeiabeaniians ocanietmaiie onan 558. 72 
Tere) Oe SP) oo Roicuiaretaciuctolerc T  nescneiactonig aiuingredie, Tia aa 


This building should rent for (per week ) 


I actually received only $74.56 per week last year due to tenants failure to 
pay and vacancies. 

I am paying $923.64 payments on this building per year. In order for me to 
pay all expenses and make payments on property it is necessary that I use the 
above schedule No. 2. 

3. If you should use the present Housing Expediter’s schedule, the base price 
should be raised 60 percent over 1941 prices. I was renting this property for 
$51.50 per week in 1941-42 and I am now getting $SO0 per week or a raise of 55 
percent over 1941-42 prices. I received 15 percent lease raise and 40 percent 
for improvements from time to time, making a total of 55 percent. I could use 
the 5 percent increase which I would be entitled to at 60 percent. This would 
be only 50 cents per unit. An average of $10.50 per unit for furniture, lights, 
water, gas, stoker heat, storm windows, and electrical refrigeration. I cannot 
operate for less and get by. 

To figure a straight 8 percent return on the original price plus improvements 
totaling $6,984.06 or the present selling price of $8,000 would force me to go in 
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the red at the rate of from $300 to $400 per year. It would force me to reduce 
my rents and put me further in the red. It would force me out of business. 

Rent control has no place in the American economy. I trust if you find it 
necessary to have rent control after July 1, 1951, that the above statements will 
be considered carefully. These prices should be established without asking the 
tenant for approval. Congress should say definitely in the law what a property 
owner is to receive and that the Housing Expediter is to control only prices and 
is to have no other control over property. 

The Housing Expediter’s Office places on Congress the responsibility for the 
rent control law. Quoting from letter dated April 10, 1951: “In issuing this 
regulation the Housing Expediter was merely exercising authority granted to 
him by Congress.” Is it constitutional for Congress to delegate authority to any 
individual or bureau to make regulations that are forcing property owners out of 
business or forcing property owners to disobey the law? 

Respectfully yours, 
HeNryY A. WERKING, 
President, American Home Owners, Inc. 





AMERICAN INDUSTRIAL BANKERS ASSOCIATION, 


Fort Wayne 2, Ind., June 4, 1951. 
Hon. Burner R. MAYBANK, 


Senate Office Building, Washington, D. C. 


Dear SENATOR MAYBANK: Our association did not ask to be heard on proposals 
to extend the Defense Production Act, but we would like to be recorded as being 
in opposition to further extension of the power of the Board of Governors of the 
Federal Reserve System to regulate consumer credit terms. 

During most of the last 10 vears members our association and others engaged 
in extending credit to consumers on the installment plan have been subject to 
regulation W. They still do not like it. Any study of charts or other data, 
prepared by the FRB or anyone else, fail to reveal the periods in which regulation 
W has been inoperative. This fact in itself should show its futuilty as a 
regulatory measure, 

Federal regulation of the terms of consumer credit have been an irritant to 
those in the lower income brackets in need of financial assistance. It is serving 
to reduce their standard of living by a wholly unfair method of rationing credit. 
Those people with ample means are in nowise restricted and thus are given 
priority of purchase for available goods. 

Denial of credit rights has resulted in many unnecessary dislocations of our 
national economy and has increased inflationary pressures instead of reducing 
them as was claimed for the reguiation by the Federal Reserve Board. Sales of 
United States Savings bonds have declined. Increases of redemptions of new 
sales has continued month after month. When the normal savers of compara- 
tively small sums, individually, are denied their usual rights to use of their 
credit it is only natural that they dispose of their savings bonds or withdraw 
money from savings accounts in order to give them some approach to parity 
with people of more substantial means. This is bad, both for national morale 
and the national economy. 

Sincerely yours, 
Myron R. Bong, 
Vice President. 


STATEMENT OF RALPH H. Lavers, Dirrecror, NATIONAL ECONOMIC COMMISSION, 
THE AMERICAN LEGION 


Mr. Chairman and gentlemen of the committee, the American Legion appre- 
ciates this opportunity to express its views with respect to S. 1397 (H. R. 3871), 
a bill to amend the Defense Production Act of 1950 and for other purposes. While 
our organization is without specific mandate to discuss all of the provisions of 
the proposed legislation we are cognizant of the need for an over-all stabilization 
program to curb inflation and insure the production of critical materials for the 
national defense. We recognize the fact that in these times of rising costs some 
degree of over-all control is necessary and endorse in principle the general pro- 
visions of this legislation. However, our appearance here today is prompted by 
convention and national executive committee resolutions protesting the credit 
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restrictions Which have been placed upon the veterans’ GI loan program. I refer 
specifically to section 605 of the Defense Production Act of 1950 which author- 
ized the President to regulate credit terms of real-estate loans made, insured or 
guaranteed by the Federal Government. The President in turn issued Executive 
Order 10161 further delegating the authority to the Administrator of the Hous- 
ing and Home Finance Agency which, in effect, gave him full control over the 
Veterans’ Administration’s loan-guaranty program, 

The Thirty-second Annual National Convention of the American Legion in 
adopting Resolution No. 706 protested this action of the President as contrary 
to the established policy of the American Legion, which has consistently resisted 
efforts to transfer the GI program to HHFA and called for an amendment to the 
Executive order and/or the basic legislation to return the responsibilities of the 
Defense Production Act relating to the loan guaranty program to the Adminis- 
trator of Veterans’ Affairs. In compliance with this resolution we endeavored 
to have the Executive order amended by direct contact with the President. Since 
this effort was unsuccessful we now appear before this committee to. seek an 
amendment to the basic legislation. The American Legion was fearful that the 
authority contained in Executive Order 10161 might have drastic effects upon 
the rights of veterans and remove from the Veterans’ Administration its powers 
and responsibilities. A review of the October 12, 1950, credit restrictions which 
were issued by the HHFA Administrator proves conclusively that our fears were 
well founded. Notwithstanding the fact that the act provided that relative pref- 
erence be preserved, the veterans’ program has not only been placed in jeopardy 
but, in our opinion, has borne the brunt of the credit restrictions. The question 
of relative preference depends on how you look at it. While it is true that vet- 
erans have a preference over nonveterans under the present credit restrictions 
insofar as percentage of required down payment is concerned, we find that the 
picture is quite different when related to the requirements which were in effect 
prior to the issuance of the credit restrictions. For example, a $10,000 house 
which is typical of the average price home which veterans are buying with GI 
loans in many communities required no down payment whatsoever prior to the 
advent of credit control. Subsequent to the’issuance of credit controls, the vet- 
eran must make a minimum down payment of $1,300, "The $10,000 home under 
FHA, prior to credit restrictions, required approximately $1,500 down, whereas 
subsequent to controls requires $2,300 in down payment. The result is that 
nonveteran down payment requirement increased $800 while veteran require- 
ments increased $1,300. On a $14,000 home the required down payment for 
veterans jumped from nothing to $3,000 down, while the FHA requirement for 
nonveterans increased only $1,100, from $2,800 to $3,900. These figures, in our 
opinion, show conclusively that relative preference for the veterans’ program has 
not been preserved. 

We all agree with the need for reducing the rate of housing construction from 
the boom levels of 1950. The veterans of this Nation are more than willing to 
share in whatever sacrifices the defense effort will require. We believe, however, 
that the controls placed upon the GI loans have been imposed in an unfair 
manner, which requires veterans to make a disproportionate share of the 
sacrifice. Proof of this is reflected in the Veterans’ Administration statistics 
which paint a picture of precipitous decline in the GI loan activity from the levels 
of last summer. 

The American Legion has fought strenuously to preserve the GI loan-guaranty 
program in the past, and will continue to do so in the future. In 1948 and 1949 
when the program was bogging down for lack of a secondary market and a 
realistic guaranty approach, we presented our views to the Congress and were 
successful in obtaining the revitalizing amendments of the National Housing Act 
of 1950. Today we are faced with the same problems that existed 3 years ago, 
and the program is no longer serving the purpose which Congress originally in- 
tended it to serve. The veteran who can today take advantage of what benefits 
are left in the GI loan guaranty program, is not the veteran who is in greatest 
need of the benefit. A very interesting example of how unfair restrictions are 
is in the case of a veteran of World War II, whom I know personally, who re- 
cently purchased a $13,000 home. The house was an older house and could be 
financed conventionally free of down-payment requirements under the credit 
restrictions. In order to take advantage of the GI loan benefit this veteran would 
have had to pay $2,450 in down payment requirement. Under conventional 
financing he was able to purchase the same house for $1,000 down. Here 
then is a case where a veteran in the housing market is forced to finance the 
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purchase of his home conventionally at an average interest rate of 5% percent 
because he was not able to make a down payment of $2,500. 

It has never been explained to the American Legion why it was necessary 
to regulate such high down-payment requirements on GI loans. Our organiza- 
tion has always looked upon the GI bill as a veterans’ benefit and are convinced 
that the loan-guaranty program could be permitted to function unrestricted and 
still not provide more than 40 percent of the new-home financing under the 850,000 
housing boal for 1951. In 1950 when the building industry broke all records by 
producing 1,300,000 homes, and while the loan-guaranty program was at its peak, 
only 300,000 were financed under the GI bill. In view of these facts the American 
Legion is inclined to suspect that an effort is being made by either the HHFA, 
or the Federal Reserve Board, or both, to throttle the GI loan program. This 
suspicion is prompted further by the recent relaxation of regulation X for critical 
defense housing areas. In such relaxation on a $7,000 home the down-payment 
requirements for nonveterans financing under FHA were reduced by $500, from 
$1,200 to $700, whereas the down-payment requirements for veterans financed 
under the Veterans’ Administration program were reduced only $175, from $500 
to $325. 

It is the feeling of the American Legion that the Congress should take im- 
mediate steps to correct this gross injustice. As stated previously, we have 
endeavored to correct the inequity by dealing directly with the Administration 
with no success. We, therefore, can see no other course but to remove the 
authority from the basic legislation to regulate the credit terms on GI loans, 
and suggest the following language as an amendment to section 106 (e) 
S. 1397 (H. R. 3871). 

Section 106 (c) is amended by adding the following proviso at the end thereof: 

“Provided, That this section shall not be applicable to any loan or real estate 
which hereinafter may be made, insured or guaranteed by the Veterans’ Ad- 
ministration pursuant to the Servicemen’s Readjustment Act of 1944, 
amended.” 

We realize that the above amendment would have the effect 


of 


as 


of removing all 
controls from the loan-guaranty program and that the Congress may not desire 
to go that far. As an alternative I am enclosing a copy of a resolution adopted 
by our national executive committee earlier this month, which proposed a modi- 
fication of the credit restrictions with special emphasis on homes priced for 
sale under $13,000. This resolution calls for a maximum down payment of 5 
percent on homes selling for less than $13,000 and a proportionate increase in 
percentage of down payment on homes selling for amounts in excess of $13,000. 

While we do not have any specific mandate on other provisions of this bill to 
control prices, wages, and rents, I would like to call to the attention of the 
committee an experience which the American Legion has enjoyed in the admin- 
istration of rent control at the comnrunity level through the local rent advisory 
board program. Throughout the country nearly a thousand Legionnaires, to- 
gether with other public-spirited citizens, are devoting their time and talents 
on a volunteer basis and have made a tremendous contribution to the economical 
and efficient local administration of the program. These boards have not only 
served as a jury in the individual adjustment of hardship cases and as a board 
of directors in setting up local rent office policy but, in many cases, have actually 
been the deciding factor in determining whether or not rent control should be 
continued in their area. It is the feeling of the American Legion that the Con- 
gress might well give consideration to the establishment of a local rent advisory 
board program in connection with all of their control programs which call for 
special handling to meet conditions prevailing in a particular community. 

Thank you again for the opportunity to express the views of the American 
Legion with respect to the legislation now under consideration by 
committee. 

Resolution No. 23, national executive committee, the American Legion, May 2-4, 
1951, title: “Regulation X.” 


your 


“RESOLUTION 


“Whereas the Federal Reserve System and the Housing and Home Finance 
Agency on October 12, 1950, imposed a series of controls on home building known 
as regulation X, and 

“Whereas said regulation X imposes a severe strain on veterans seeking to 
purchase homes, first by drastically increasing down payments, demanding a 


down payment for veterans of $1,300 on a $10,000 home: $2,450 on a $13,000 
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home, and proportionate down payment on homes in other price brackets, and 
secondly has reduced the term of the mortgage from 30 years to 20 years, thus 
increasing amount of monthly payments; and 

“Whereas there are still many thous#@nds of veterans who, due to circumstances 
beyond their control, have not been able to purchase a home, and now because 
of this regulation will be deprived of the opportunity to purchase a home; and 

“Whereas said regulation X, if allowed to continue in its present form, could 
practically put a halt to the home-construction industry in every State which 
would throw thousands of wage earners, many of whom are veterans, out of work, 
and would result in serious unbalancing of our economic structure; and 

“Whereas that portion of regulation X which deals with credit curbs on veteran 
home purchasers destroys the intent of the GI Bill of Rights and years of work 
national American Legion officials have spent developing a program of extending 
the maximum time limit for veterans’ mortgages: be it hereby 

“Resolved, That the American Legion, though fully cognizant of the serious 
international situation, go on record as oposed to that portion of regulation X 
which deals with credit curbs for veterans; and, although we are not opposed 
to some measure of controls, we recommend that said portion of regulation X 
which deals with credit curbs for veterans be modified with special emphasis on 
homes priced for sale under $13,000 as follows : 

“1. That a veteran be required to make a maximum down payment of 5 percent 
on the sale price of a house selling for less than $13,000, and that the percentage 
of down payment for veterans be increased proportionately on homes selling for 
amounts in excess of $13,000; and 

“2. That a veteran be permitted to finance the balance of the purchase price 
of his home for a period not to exceed 30 years as heretofore provided by the GI 
Bill of Rights as amended; and 

“3. Urge further relaxation of the VA regulations restricting credit by exempt- 
ing the purchase or sale of homes existing prior to October 12, 1950, as these 
transactions do not effect the supply of labor or materials needed in the war 
effort.” 


STATEMENT OF AMERICAN MINING CONGRESS, JULIAN D. Conover, SECRETARY, 
WASHINGTON, D. C., UnGiING THAT ANY SuBSIDIES FouNp NECESSARY To MAIN- 
TAIN OR INCREASE DOMESTIC PRODUCTION OF METALS OR MINERALS BE APPLIED 
ON A UNIFORM Basis To ALL NEW OR INCREASED PRODUCTION ABOVE THAT FOR A 
SPECIFIED BASE PERIOD 


Mr. Chairman and members of the committee, on April 26, President Truman, 
in submitting his recommendations for extension and revision of the Defense 
Production Act of 1950, asked for authorization to grant differential subsidies 
to high-cost producers in order to obtain essential production without increasing 
price ceilings. 

The measure, 8S. 1397, now pending before your committee, would amend sec- 
tion 303 of the Defense Production Act of 1950 to accomplish this portion of the 
President’s program by authorizing “* * * subsidy payments on any do- 
mestically produced material in such amounts and in such manner (including 
purchases of such material and its resale at a loss without regard to the limita- 
tions of existing law), and on such terms and conditions, as he determines to be 
necessary to insure that supplies from such high-cost sources or processors are 
continued, or that maximum production or supply in such area, at stable prices 
of such materials is maintained, as the case may be.” 

While it is, of course, understood that this provision could be applied to many 
commodities, industrial or agricultural, we wish to confine our remarks to the 
possible application of this provision to the production of metals and minerals. 

It is apparent that provisions of the pending bill are so broadly worded that 
the administrative agencies of the Federal Government could devise numerous 
different subsidy plans of varying merit intended to bring about increased do- 
mestic production of metals and minerals. It is noteworthy that a differential- 
subsidy system was used during World War II with respect to copper, lead, 
and zine, which did not succeed in bringing about any substantial increase in over- 
all production, and which created difficulties both in its administration and for 
the operators who were covered by its terms. 

The World War II differential-subsidy program for metals, called the premium- 
price plan for copper, lead, and zinc, was established as an adjunct to price con- 
trol, because the Government had set ceiling prices at points far below free mar- 
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ket levels. Originally set up to provide an incentive for increased production, 
it soon became in effect a means of profit control, with many of the features of a 
cost-plus system. The program was based on the individual production and 
profit position of each producer. Its operation called for continuous changes 
in the subsidies granted to the individual producers. The history of its opera- 
tion is set forth fully in Senate Subcommittee Print No. 8 of the Senate Special 
Small Business Committee, dated February 1, 1946. 

This World War II metals-subsidy program was unique-and in a class by 
itself. In general, other types of subsidies are paid on a national or regional 
basis without relation to the particular costs of individual producers. The 
metal subsidies were fixed on a mine-to-mine basis and were changed from time 
to time to provide a set profit for each mine under a complicated formula worked 
out by the administrators. The plan thus gave no incentive for efficiency and 
contributed to wasteful and uneconomic operations. By its very nature it was 
discriminatory in its operation and was fraught with inequities and uncertain- 
ties for mine operators. It also tended to divert labor from mines with a high 
output per man to marginal mines that had a low output per man, the result 
being to reduce the over-all production of metals. 

A iurther serious defect in the application of the differential subsidy was its 
failure to encourage long-range prospecting and development work. Only through 
continued exploration for new ore reserves can the production of a mining prop- 
erty be maintained and its life extended. Only in special cases during World 
War II were subsidies granted which permitted expenditures for exploration 
and development. In most cases no allowance was made for long-range explora- 
tion and development costs; and in some instances even current development 
costs were arbitrarily limited. This matter is vital not only to the mining in- 
dustry but to the future security of our country. A healthy mining industry is 
dependent upon continued exploration and development of ore reserves to replace 
those mined out. 

Recognizing these defects in the wartime subsidy program for metals, and also 
recognizing the necessity of providing incentives which will bring out the great- 
est possible production of metals and minerals from domestic sources to meet 
defense needs, we respectfully urge that, in the consideration of any subsidy pro- 
gram for minerals and metals at this time, Congress provide that such subsidies 
be uniform per pound or other unit of metal or mineral produced and that they 
be applied to all new or increased domestic production above that for a specified 
base period, such as 1946 to 1949, inclusive. We strongly urge that they not be 
applied to metals or minerals on a differential or discriminatory basis. 

In making this recommendation, the American Mining Congress, which repre- 
sents the major portion of the metal and mineral production of the United States, 
including both small and large producers, is supporting the position of the 
National Minerals Advisory Council to the Department of the Interior. That 
Council, meeting on May 9, 1951, unanimously adopted the following resolution : 

“Whereas the metal-and-mineral-mining industries of the United States have 
developed their premier position in the world today under free markets, whereby 
production and use has been directly influenced and automatically regulated by 
price; and 

“Whereas the metal and mineral industries of the United States are indis- 
pensable for the defense and security of the country; and 

“Whereas the utmost new production is needed both for defense and a grow- 
ing industrial economy ; and 

“Whereas differential subsidies as provided for in the premium-price plan of 
World War II were discriminatory ; and 

“Whereas differential subsidies are a means of profit control for each mine 
and thereby invite the socialization of the mining industry ; and 

“Whereas under existing statutes and regulations Government aid through 
loans and exploration grants is available; and 

“Whereas the prices of metals and minerals have a negligible impact on the 
cost of living: Therefore, be it 

“Resolved, That the National Minerals Advisory Council recommend, if it be 
necessary for the purpose of controlling inflation, to continue emergency price 
controls for the major metals and minerals and that the ceiling prices established 
be periodically adjusted at realistic levels in relation to world markets; and be 
it further 

“Resolved, That, if by reason of price ceilings a subsidy plan is found neces- 
sary to maintain or increase domestic production, such subsidy should not be on 
a differential or discriminatory basis, but that, instead, a uniform subsidy per 
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pound or other unit, of mineral or metal produced, be provided for all increases 
in domestric production over a specified base period such as 1946-49.” 

In order to accomplish this desirable end, we respectfully recommend that 
section 303 of the act, insofar as it applies to metals and minerals, be revised 
to provide that any subsidy payments on any domestically produced metal or 
mineral be at a nondiscriminatory uniform rate per pound or other unit produced, 
such rate per pound or other unit to apply to all increases in domestic mine 
production above the average for a base period comprising the years 1946 to 1949, 
inclusive. 

It is our firm belief that, if a subsidy program is found to be necessary for 
metals and minerals, the discriminatory evils and other harmful effects of the 
World War II program will be avoided, and the real aim of increased metal and 
mineral production attained, if such a requirement is incorporated into law. 


STATEMENT OF AMERICAN Movror Hore. ASSOCIATION (AFFILIATED WITH ALL-STATE 
ASSOCIATIONS OF THE Moror HoTet AND Court INpUStTRY), LovIS V. RAMONEDA, 
PRESIDENT 


Motels, motor courts, motor hotels, or tourist courts, as the choice of name 
may be, have developed along with the automobile and our wonderful system of 
highways. Nowadays a motor court can be found in almost every village or 
town; they are in operation the year round and have become a part of the great 
American way of living. Friends and acquaintances often agree to meet at 
certain motor courts often several hundred miles away. The commercial traveler 
has adopted the motor court as his home while on the road. At the end of the 
day he can find friends and acquaintances who, too, have planned to stop over- 
night at the Same motor court. 

The greatest growth or building of motor courts has been within the past 
> Vears and many of them are of the super de luxe type which represents the best 
that free enterprise can devise to meet the wants and desires of the traveling 
public. Any proposed control of or for motor courts would only retard or 
hamper the future development of a great business enterprise. Instead of con- 
trols, the best solution would be to allow motor-court construction in designated 
emergency areas, either by private capital or by long-term loans to individuals 
or corporations organized expressly for the purpose in the emergency area. 
When the recent ban on certain types of construction was placed in effect, motor 
courts and hotels were among the very first named to be curbed and future con- 
struction would be by permission only. This evidently meant that the Govern- 
ment agencies who wrote this regulation did not consider that there was or would 
be a shortage of transient housing facilities, either in motor courts or hotels. 

Since the ban was placed on motor-court construction there has been no report 
of hardship or shortage of transient housing facilities in any locality. This 
could mean only one thing and that is that there is sufficient housing facilities 
available and that no housing shortage is predicted as far as motor courts are 
concerned. There are only a few motor courts located near any of our large in- 
dustrial areas, instead the motor courts are located on the most traveled high- 
ways where the business proves better. Motor courts are now being constructed 
primarily for overnight accommodations for transients and the old-time house- 
keeping facilities are fast disappearing. Guests staying more than 1 week in a 
place constitute less than 10 percent of the total average motor-court business. 
Due to the great number of motor courts now in operation and the amount of 
business available, there does not appear to be any indication that a rise in 
rental rates will be coming soon, supply and demand have been the controlling 
factors and will continue to be unless controls are placed on the business. 

The census report on motor courts recently released by the Bureau of the 
Census tabulated 25,919 motor courts as of 1948 as compared to 13,521 in 1939, 
or an increase of 92 percent. If we take these figures as a basis there are over 
30,000 motor ‘courts in the United States at the present time. Rental units con- 
sist of one or more bedrooms usually rented as a unit. The number of rental 
units listed in 1948 was 303,900 and the estimated number of rental units as of 
this year based on the same percentage as above would place the present number 
of rental units at or about 500,000. 

The reported receipts in 1989 showed $37,000,000 and in 1948 figures showed 
$196,000,000, thereby a gain of 432 percent for the period. These figures issued 
by the Bureau of Census and using the same percentage of gain would place the 
receipts of 1951 at or about $250,000,000. The seven States of Arizona, Cali- 
fornia, Colorado, Florida, Oregon, Texas, and Washington have the largest con- 
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centration of motor courts according to the 1948 census. These seven States 
accounted for 40 percent of the total volume of business of motor courts, yet there 
are motor courts in every section of the country. These figures prove that, while 
the bulk of the tourist-court business is concentrated in seven States, every section 
of the country has shown remarkable gains in the past 10 years. There is no 
section where competition among motor courts can be ignored and unfair rates 
charged. 

Should it be necessary in.any area designed as defense area to impose controls 
of any type upon the motor-court industry, consideration should be taken as to 
whether the individual section operates on an annual or seasonal basis. On 
or after the effective date when rent controls should become active and the ad- 
ministrator imposes rent controls upon motor courts in the given area, the ceil- 
ing should be set if it be seasonal on either the highest price prevailing during 
the previous year or the highest price prevailing in either season of the previous 
year. Areas within the rate structure is based on an entire year of operation, the 
rate ceiling should be based on the highest rate prevailing at any one time during 
that year. Consideration must at all times be given to the increase of cost of 
operation and maintenance, for only in this manner can the traveling public 
be assured should an emergency arise that the establishments may be main- 
tained properly for their health, comfort, and convenience. With unfair ceiling 
rates imposed, proper operation cannot be maintained. 





AMERICAN PUBLIC POWER ASSOCIATION, 


Washington, D. C., June 8, 1951. 
Mr. Bugnet R. MAYBANK, 


Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 


Deak Mr. MAyBANK: Attached herewith is a statement relating to proposed 
amendments to the Defense Production Act of 1950. Lacking an opportunity to be 
heard before your committee on this subject, I would like to offer the statement 
for incorporation in the record as representing the views of this organization. 

Sincerely yours, 
CARLTON L. NAUv. 


STATEMENT OF CARLTON L. Nav, GENERAL MANAGER, AMERICAN PUBLIC POWE# 
ASSOCIATION 


The Office of Price Stabilization is asking for authority to apply Federal price 
controls to rates charged by publicly owned electric systems and rural electric 
cooperatives in the large majority of States where such rates are not controlled 
by regulatory authorities. It is asking for this authority by proposing amend- 
ments to section 402 (e) of the Defense Production Act of 1950. Section 402 (e) 
is an exemption clause and subsection (v) thereof, as proposed, exempts from 
Federal price control rates charged by any common carrier or other public 
utility ““‘whose proposed increase in any rate or charge is subject to control by a 
Federal, State, municipal, or other public regulatory authority exercising juris- 
diction to approve or disapprove proposed increases in such rates or charges.” 

Rates of municipal power systems and REA-financed cooperatives are, in most 
States, determined by governmental bodies elected by or responsible to the 
consumers, not by regulatory commissions. What is meant by the amendment’s 
reference to a “State, municipal, or other public regulatory body”? Does the 
Price Stabilizer get jurisdiction where the regulation of rates of a publicly 
owned power system is in the municipal government, e. g., a city council? 

The American Public Power Association, an organization representing 750 
publicly owned electric systems in the United States, vigorously opposes any 
unwarranted extension of Federal regulatory authority over rates of publicly 
owned electric utilities. We take this position for the following reasons: 


NATURE OF PUBLIC SYSTEMS 


1. Publicly owned power systems are now subject to rate regulation in only 
12 States. The reason the large majority of States do not regulate rates of 
public systems is because the municipal corporation furnishing electric power 
stands in a completely different relationship to its customers than does a private- 





1State Commission Jurisdiction and Regulation of Electric and Gas Utilities, 1948, 
Federal Power Commission, p. 16. 
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power system. Regulation of profit-operated companies has been established 
on the theory that a natural monopoly has to be controlled in the public interest 
to see that the consumer is not charged exorbitant rates and that the stock- 
holder, usually not a citizen of the local community, is permitted only a fair 
return on his investment. Prices in public operations are not fixed for maximum 
profit, but,on the basis of service at cost. In the case of the municipal plant, 
which is owned by the people of the community served, consumer and stock- 
holder are the same person. Thus, normal pressures for greater return by 
stockholders during inflationary periods, and periods of increasing taxes, are 
not present, because the stockholder is also the rate payer. In other words, 
a form of self-regulation is in effect at all times. Furthermore, city officials 
who order rate increases are most responsive to voter reaction on the increase, 
and you may be sure that men in public office are not inclined to order rate 
increases unless absolutely forced to do so by rising costs. Public reaction to 
such a decision would be promptly forthcoming. 


EXTENT OF INDUSTRY CONTROLS 


2. Privately owned electric companies, numbering about 850, account for 
approximately 85 percent of the electric-power industry. Public and coopera- 
tive systems, numbering around 3,000, are responsible for the rest of the business. 
If OPS is willing to depend on State regulation of the private companies to hold 
the line on unnecessary rate increases, then price control in our industry is 
85 percent effective. This is a high degree of control and compares most favor- 
ably with that secured in other industries. Furthermore, the impracticability 
of a Federal Government bureau securing adequate staff trained in determining 
the reasonableness of a rate base for the thousands of small operating units 
should be evident to everyone acquainted with the problem. 

There is also another aspect of the problem. About two-thirds of the non- 
private electric systems purchase their power at wholesale from private com- 
panies. Under this proposal a wholesale rate increase on the part of the supplying 
company would come within the jurisdiction of the State regulatory body. But 
when the public or cooperative system desires to pass the rate increase on to the 
ultimate consumer, they would become subject to Federal price control and could 
very easily be hurt financially, particularly if Federal officials took a tougher 
attitude toward rate increases, as well they might, than State regulatory officials. 
The history of State regulation of electric-power companies shows all too 
frequently the close relationships between the regulators and the regulated. 
In fact, it was the complete breakdown of State regulation in the 1920's and early 
1930’s that led to the passage of the Holding Company Act and a strengthening 
of the Federal Power Act of 1985. 


EXPANSION OF CONTROLS 


9 


3. Michael V. DiSalle, Director of Price Stabilization, stated in his testimony 
to your committee on these amendments that “We do not want control.” Con- 
trary to this statement, the proposed amendment seeks to control the rates of 
those utilities represented by APPA, and not now subject to control. 

We want to state emphatically that we are perfectly willing to cooperate in 
the Government’s efforts to stabilize prices and reduce the inflationary pressures 
which are having such a disastrous effect up our economy. Public power, came 
into existence to bring lower rates to consumers. In these times of heavy 
national debt, We are opposed to any unnecessary expansion of Federal powers, 
especially where there exists little reason to justify expansion. 


EXPERIENCE OF WORLD WAR II 


4. During World War II, all rates and charges of public utilities—both pri- 
vate and public—were frozen on September 15, 1942, and no utility could make 
any increase until it first gave OPA 30 days’ notice and consented to interven- 
tion by OPA before the Federal, State, or municipal authority having jurisdiction 
to consider such increase.’ 


_2** * * no common carrier or other public utility shall make any general increase 
in its rates or charges which were in effect on September 15, 1942, unless it first gives 
30 days’ notice to the President, or such agency as he mav designate, and consents to 
the timely intervention by such agency before the Federal, State, or municipal authority 
having jurisdiction to consider such increase” (50 U. 8. C. Annotated Appx. 942 (c) 


2, sec. 302). 
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While, under this language, OPA had power to oppose rate increases by muni- 
ciphl power systems, as a matter of policy and practice, it advised officials of 
public plants to use their own judgment in determining the necessity for 
higher rates and depended on nonprofit and self-regulating aspects of such 
utilities for effective price control. The fact that there were no examples of 
substantial violation of this policy attest to the patriotism of local public officials 
and the differing characteristics of these systems. The language proposed 
now by OPS is ambiguous. It is not clear whether, as under OPA, jurisdiction of 
a city council, board of power commissioners, or other local public agency manag- 
ing a publicly owned utility and fixing its rates, is to be recognized. 

There should be no power of Federal control of rates of any publicly owned 
power system. The public, that is, the consumers, already own these utilities 
and establish and control their rates, 


AMVETS, 
Washington 5, D. C., June 8, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Scnate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 


DeaR SENATOR MAYBANK: I am enclosing a statement which I would appre- 
ciate very much having printed in the record of the Senate Banking and Currency 
Committee study of proposed amendments to the Defense Production Act of 1950. 

AMVETS support the continuation of a strengthened Defense Production Act 
to deal with the problems arising in the present emergency. When there is full 
mobilization, then perhaps preferences should be abolished. But in the mean- 
time—when our economy is not fully mobilized—we feel that veterans’ benefits 
must be protected. 

Very truly yours, 
CHARLES H. SLAYMAN, JR., 
National Legislative Director. 


Crepir Curss ON VETERANS’ HovusING 


When the Defense Production Act of 1950 was enacted, AMVETS were grate- 
ful for the consideration the Congress felt for the veterans’ home-loan program 
when it was made mandatory that the relative preferences accorded the veterans 
were to be preserved in any credit-control program instituted pursuant to the 
basic act. 

On October 12, 1950, certain regulations establishing minimum down payments 
for VA, FHA, and conventionally financed homes were promulgated. Some 
preference was accorded veterans but the relative preference which the Congress 
had made mandatory was not in fact preserved. 

The table set forth below confirms this charge: 


Minimum | Minimum VA if prefer- 

down pay- down pay- OTT — 

ment, FHA,| ment, VA, FHA, Oct. 12 
| pre-Korea pre- Korea 


ence had 
been pre- 
served 


$1,050 0 $1, $750 $500 

esliouen eit 1, 400 | 0 l, 1, 000 500 

$10,000 = ah > : | 1, 500 0 2, 1, 300 800 

cha cn ei tite ce hari ele 2, 200 0 : 1, 600 OO 
else n nie a. ne 2, 400 | 0 3 


1, 900 700 
$14,000___- ; Ae 2, 800 | 0 3, 000 1, 100 
| 


However, notwithstanding even this failure of the Federal Reserve Board and 
the Housing and Home Finance Agency to follow the mandate of the Congress, 
there is a basic error in the approach of both the Congress and the administration 
to the veterans’ home-loan program which in the opinion of AMVBTS transcends 
in importance the failure of relative veterans’ preference to be preserved. 

The veterans’ home-loan program is a veterans’ benefit and along with the edu- 
cational benefit of the GI bill of rights represents the most constructive veterans’ 
readjustment program ever enacted by any Congress for this Nation’s war vet- 
erans. Thg home-loan program was created by the Congress in 1944, and during 
each Congress since, at least one law has been enacted to strengthen this pro- 
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gram, to bring it closer to its eriginal objective—an opportunity for home owner- 
ship for World War II veterans. 

AMVETS express the hope that should the United States again be forced to 
mobilize its youth for war, that coincident with such there will be a mobilization 
of industry, finance, and manpower as would be consistent with the concept of 
“equality of sacrifice.” Until such a concept governs the pattern of this Nation’s 
mobilization for war, AMVETS will insist that the benefits for World War II 
veterans heretofore enacted by the Congress continue unhampered by regulation 
or legislation that does violence to such benefit. 

AMVETS feel, therefore, that the Congress should and ought to give serious 
consideration to exempting the veterans’ home-loan program from the residential 
credit-control provisions of the Defense Production Act of 1950, provided that 
this may be done within the framework of the 850,000 housing starts established 
by the administration for 1951. AMVETS believe that this can be done and 
recommends that section 605 of the Defense Production Act of 1950 be amended 
by adding a second proviso as follows: 

“And provided further, That this section shall not be applicable to any loan 
for the purchase, repair, improvement, alteration, or construction of any resi- 
dential property guaranteed by the Administrator of Veterans’ Affairs pursuant 
to the Servicemen’s Readjustment Act of 1944, as amended.” 


AMVETS, ParkKLanp Post, No. 3, 
Parkland, Wash., May 25, 1951. 
Hon. BurNEtT R. MAYBANK, 
United States Senator, Senate Office Building, 
Washington 25, D. C. 

DEAR SENATOR: Our post is much concerned about a new law for the extension 
of rent control and about the press reports of recent date which indicate that the 
Congress feels that the public is apathetic about new rent-control legislation. 
We believe that this is generally untrue. 

I and most of my fellow members in AMVETS live in the Washington towns 
of Spanaway and Parkland, near the United States Air Force Base at McChord 
Field, and we are personally familiar with the plight of the service families. 
The housing situation is acute and rentals exorbitant for the barest kind of 
shelter rentals. The same situation prevails in and around the big naval station 
at Bremerton and Fort Lewis, Wash., as well as in Tacoma. Here is a splendid 
example of what is happening: An old family dwelling, about 50 years old (built 
for a General Bradley), at Fort Lewis, turrets, aleovers, and all with dilapidated 
plumbing (one bath to each floor), and now divided into 11 apartments, consisting 
of one room, a closet, a gas plate, and renting from $45 to $47.50 a month. Two 
units are occupied by service families and the rest by the general public. The 
thing was recently uncovered by the OHE authorities, and they promptly reduced 
the rent by upward of 40 percent. At the McChord Air Force Base a recent 
survey revealed that nearly two-thirds of the service families were being over- 
charged on the basis of fair comparable rents from 30 to 100 percent. These 
are and will be adjusted under the present law, but a lot of damage has been done 
already, and the example, as much as anything else, points to the necessity of a 
new rent-control law and continued controls. 

We want to be placed on record as favoring a new rent-control law and respect- 
fully urge your committee to give the matter every possible support. 

Respectfully yours, 
ALvIn D. Kamcuerr, Commander. 


AMVETS, 
SEATTLE Post, No. 15, 


Seattle, Wash., May 22, 1951. 
Hon. Burnet R. MAYBANK, 


United States Senate, Senate Office Building, Washington 25, D. C. 


Dear Senator Maysanxk: Notwithstanding press reports to the contrary, the 
veterans of my post and veterans general in the Seattle and King County de- 
fense area are not apathetic about rent controls. We very definitely believe that 
rent controls should be continued by the passage of a new law which will be 
more effective than the old one for the following reasons: (1) There is a great 
shortage of adequate housing that rentals which veterans can afford to pay in 
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the low and middle income brackets. (2) This shortage exists in Seattle and 
throughout King County and according to our information in most defense areas 
throughout the Nation. (3) Rents have gradually risen and are generally far 
above the 1941 average and there are many cases where the rent-control law is 
ignored and exorbitant rents are charged to the general public and to the fami- 
lies of service personnel in the military service of this area. The situation just 
across the sound in Bremerton is most acute. 

The rental situation will not ease in our opinion until after this period of 
the national emergency and we believe that the Congress should protect the 
public and the families of servicemen by the passage of a new rent-control law 
which really control rents. 

Your earnest consideration to the problem is greatly desired and will be much 
appreciated. 

Sincerely yours, 
toy A. Jonnston, Commander. 


AMVETS, 
TACOMA Post, No. 1, 


Tacoma, Wash., May 22, 1951. 
Hon. BurNET R. MAYBANK, 


Senate Office Building, Washington, D. C. 

Dear SENATOR MAYBANK: With reference to a new rent-control law for the 
Nation and the press reports which indicate that your committee feels there is 
a lack of interest in the extension of controls and a law with teeth in it by 
the public. I am much surprised that the Congress feels the public is disin- 
terested. I am certain that this is a wrong summation. As veterans of my 
organization meet from time to time ever since the end of World War II the 
principal topic of discussion has been housing and rentals. The files of the 
various Congressmen and Senators are full of correspondence and resolutions 
as to housing and rent controls. Most of these are pleas for relief from the 
cost of homes and gouging landlords. So now that if it appears the veterans 
and the public are apathetic it is because they have fired plenty of ammuni- 
tion and supplied a lot more to their congressional representatives and are 
laboring under the belief that these men are already sufficiently informed as 
to the need for further real rent control. 

The housing and rental situation in Tacoma, Bremerton, Seattle, and the Puget 
Sound area is very acute. Rents have been continually eased upward under 
one subterfuge or another—increased costs, “hardship” conditions, landlords’ 
“own family” needs, and any ruse which will force mere shelter rentals upward. 
As an example a young veteran with wife and two children rent and live in 
an 18 by 24 “furnished” house and pay $60 a month for it. As a “furnished 
house” no utility room is available, no washing machine, no refrigerator, just 
the bare furnishings. A survey started here among families of servicemen, 
some of whom are fighting in Korea, 64 cases out of 99 showed that the landlord 
was charging rentals of from 30 to 100 percent in excess of fair rental values. 
In the Bremerton area the situation is extremely acute and the present rental 
law is ineffectual in keeping service families, and others, from being gouged 
and the situation has brought the cheapest sort of housing onto the market at 
high rates. I could cite many more phases of the rental situation but these are 
sufficient. They are duplicated all over the country. 

By all means we in AMVETS urge you to give the strongest consideration to 
a good workable rental law for the Nation. We are at war and the profiteers 
are active. 

Sincerely yours, 


JOSEPH A. REYNOLDS, 
Commander. 


Tue ASSOCIATED GENERAL CONTRACTORS OF AMERICA, INC., 


Washington 4, D. C., June 7, 1951. 
Hon. Burnet R. MAYRANK, 


Chairman, Banking and Currency Committee, 
United States Senate, Washington, D.C. 
Dear Str: This statement is filed on behalf of the more than 5,850 general 
contracting firms throughout the country represented by the Associated Gen- 
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eral Contractors of America. These companies perform the majority of con- 
struction executed by contract in the continental United States and overseas 

The one suggestion which this association has, if the Congress determines 
that a continuation of the Defense Production Act of 1950 for limited periods 
of timé is desirable, is that a specific procedure be authorized for filing appeals 
for review of actions taken by the Government agencies established under 
authority of this act. 

In explanation, we will discuss the four following points: 

1. Construction is an industry basic to the national defense and the mainte- 
nance of a sound national economy. The products of construction are essen- 
tial to the defense, and to the growth and development of the Nation and its 
communities. The effects upon its operations of governmental agencies is im- 
portant to the entire Nation. 

2. The Defense Production Act of 1950 provides for the appointment of busi- 
ness advisory committees “for purposes of consultation in the formulation 
of rules, regulations, orders, or amendments thereto issued under authority 
of this act.” 

The National Production Authority has appointed a construction industry 
advisory committee. It met first in October to be told that Order M—4, which 
limits construction activity, had been drafted. Terms of the order were not 
revealed to the committee. The order was issued October 25. It contained 
a statement of policy that projects which had been or might be commenced 
legally might be halted at some future time. This jeojardized the start of all 
new construction projects. Subsequently the policy was recalled. 

The first major amendment to Order M—4 was taken in January to require 
NPA approval for most types of commercial construction projects. Administra- 
tive procedures for processing required applications were not established until 
the middle of February. 

The latest major amendment to Order M—4 was issued May 4, effective May 8, 
to require that practically all types of public and private construction projects 
requiring more than 25 tons of steel must secure NPA authorization before 
construction can be commenced. 

The industry advisory committee met on May 3, and we are informed that the 
industry members advised against any further construction restrictions in 
Order M-4. 

May and June are important months for starting construction projects. It 
was not until May 31 that NPA announced that it had authorized its field offices 
to approve projects using up to 50 tons of steel or costing up to $1,000,000. 

Today we are awaiting an announcement from NPA that authority has been 
delegated to other Government agencies to approve applications for types of 
construction projects which will come under their jurisdiction. After this 
anouncement has been made, these other agencies will have to isSue announce- 
ments of their procedures. 

The net effect of these actions is that the start of new construction projects 
requiring NPA aproval, or approval by other agencies, has been stopped for 
May and will be stopped for most of the month of June. 

We have found that operating groups in NPA have made sincere efforts to 
develop adequate administrative machinery, but that the amendments have 
been issued and made effective before this has been possible. 

There are reasons for doubting the necessity of the May 3 M—4 amendment. 
Because of the serious delay this has caused for the construction industry 
during the period when it is most important to get projects underway, it seems 
cesirable that a means be available for filing an appeal to the NPA action. 

3. With respect to price control for the construction industry, conflicting 
advice is available from the Office of Price Stabilization. General contractors 
with cost-plus-a-fixed-fee contracts who have granted legal wage increases are 
not permitted by price regulations to pass along added costs to owners. Regula- 
tion 34, Services, we are'told, was never intended to apply to construction, but 
amendments or interpretations to exempt it have been drafted but not yet 
approved. 

Requests have been made for nominations for an industry advisory commit- 
tee to consider workable price regulations for the industry, but no committee 
has been appointed. We are informed staff members who would be the ones to 
be drafting suitable regulations for the industry are now assigned to acting on 
cases brought under regulations which are not intended to apply to construction. 

4. While Government policy generally resists the assistance of trade associa- 
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tions, we find that except for the work of trade associations most industries 
have little chance of finding out what may or may not be required of them. 

In conclusion, we recommend an amendment to the act providing a specific 
appeals procedure with respect to actions of Government agencies, and suggest 
a careful review of actions of the Government agencies by Congress to see if 
controls are being administered within the intent of Congress. 

Sincerelly yours, 
THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA, INC., 
By H. E. Foreman, Managing Director. 


ASSOCIATED MASTER BARBERS OF IOWA, 
Cedar Rapids, Iowa, May 21, 1951. 
Hon. BURNET MAYBANK, 
Chairman, Senate Committee of Banking and Currency, 
Senate Office Building, Washington, D. C. 
My Dear SENATOR MAYBANK: I am enclosing a copy of resolution adopted by 
the Associated Master Barbers of Iowa in executive session, May 21. 
We trust that your committee will give due consideration to the contents of 
this resolution. 
Yours truly, 
A. E. MOREHOUSE. 


RESOLUTION No. 10 


Whereas barber and beauty culture service fees were not placed under ceilings 
during World War II, and 
Whereas barber and beauty culture operators provide services that are strictly 
not in connection with processing any commodity, and 
Whereas barber and beauty culture are solely intrastate businesses which 
should not be regulated by Federal laws, and 
Whereas barbers and beauticians should be left free to adjust price inequities: 
Therefore be it 
Resolved, 'That the Associated Master Barbers and Beauticians of Iowa petition 
the Congress and the Banking and Currency Committees in both the House and 
the United States Senate to so amend the Defense Production Act as to exempt 
services of barbers and beauticians from the ceiling price feature of the act. 
Introduced by members of the executive board. 
Approved and adoption recommended by resolutions committee. 
EARL H, JONES, 
Chairman. 
T. FE. THoMPSON. 
ELWoop CUNNINGHAM. 
C. C. LEWIS. 
Adopted by the convention, May 21, 1951, Des Moines, Iowa. 


Linn County MASTER BARBERS ASSOCIATION, 
CHAPTER 164, 
Cedar Rapids, Iowa, May 25, 1951. 
Senator Burnet R. MAYBANK, 
Chairman, United States Senate Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 

Dear Str: As recording secretary of Linn County Master Barbers, chapter 164 
of Cedar Rapids, Iowa, I have been instructed to address a letter to you asking 
that you support an amendment to the Defense Production Act which will remove 
wage and price controls from services rendered by barber shops and beauty 
shops. 

Yours respectfully, 
H. L. Coats, 
Recording Secretary. 
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OFFICE OF City CLERK 
ATLANTA, GA. 


RESOLUTION BY COUNCILMAN WHITE 


Whereas the city of Atlanta has a law requiring that substandard dwelling 
units be repaired to conform to health. fire, and building laws, in order to make 
them fit for human habitation; and 

Whereas since this plan has been in effect the substandard dwelling units have 
been reduced to approximately 30,000; and 

Whereas due to the very nearly 9 years of rent control, the city has an addi- 
tional minimum of 20,000 bordering on the substandard; and 

Whereas if controls are continued on this class of properties without being 
liberalized in order to induce property owners to conform to the law and make 
repairs necessary to keep them from going into slums, the city will face a serious 
housing situation; and 

Whereas many millions of dollars will be expended by the Federal Government, 
in cooperation with the city and private enterprise in rebuilding some of the 
areas that are beyond repair ; and 

Whereas any city that is carrying on a program of this kind, and is seeking 
the cooperation of the property owners in repairing substandard dwellings to 
keep them from going into slums should have relief from controls, in such man- 
ner as to liberalize the amounts allowed for repairs. 

Therefore, be it resolved by the mayor and general council of the city of At- 
lanta, Ga., as follows: 

1. That we do hereby petition the Congress of the United States, through our 
Senators, Hon. Walter F. George and Hon. Richard B. Russell, and Congress- 
man James C. Davis, that if and when a new rent-control act is considered that 
they give serious consideration to granting in such act that when substandard 
dwelling units undergo repairs in a city that the increments allowed in present 
act be liberalized, in order to induce property owners to place them in condition 
for human habitation, and at the same time keep down more slums and sub- 
standard dwelling units. 

2. Copy of this resolution be furnished the Senators and Congressman by 
the clerk of council, along with a copy of the slum-clearance law passed by the 
mayor and general council August 1, 1949, along with copy of the procedure used 
and inspection methods. 

Approved by the slum clearance committee, city of Atianta, Ga., as follows: 

John A. White, chairman. 

J. C. Savage, city attorney. 

W. R. Wofford, building inspector. 

S. W. Graydon, public health engineer. 

J. F. Seagraves, fire inspector. 

Wyont Bean, planning engineer. 

Dewey L. Johnson, city electrician. 

J. H. Schofield, plumbing inspector. 

W. F. Taylor, chief of dwelling inspections. 
Harold P. Dobbs, sanitary engineer. 

Adopted by general council January 15, 1951. 

Approved January 17, 1951, 

A true copy. 

J. L. RICHARDSON, 
Clerk of Council. 


OFFIcE OF Crry CLERK 
ATLANTA, GA. 
AN ORDINANCE By CouNCILMAN JOHN A. WHITE 


Be it ordained by the mayor and general council of the City of Atlanta, That 
Section 65-102 of the Code of the City of Atlanta of 1942, as heretofore amended, 
be and the same is hereby repealed and the following ordained as a new Section 
65-102 and Section 65-102-A of said Code: 


Section 65-102 


1. Conditions constituting nuisance: Any building, structure, enclosure, place 
or premises is a nuisance, where it is perilous to life or property by reason of its 
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construction, or of the condition or quantity of its contents, or of the use of the 
building or its contents or the enclosure, or of the overcrowding at any time of 
persons therein, or of deficiencies in its fire alarm or fire prevention equipment, or 
of conditions in its construction likely to cause fire or the spreading of fire, or 
of conditions therein which would hamper or impede the Fire Department in 
combating a fire in or about the building; or where the condition of the walls, 
floors, or roof is such that the building is likely to fall on account thereof, 
thereby endangering the safety of its occupants or of the public. 

2. Duty of Building Inspector, with Chief of Fire Department, to enforce 
section: The Building Inspector, acting in cooperation with the Chief of the Fire 
Department, is charged with the duty of enforcing this section. All employees 
of the Fire Department and of the Police Department shall make a report in 
writing to the Building Inspector of any buildings or structures which are, may 
be or are suspected to be a nuisance, perilous to life or property by reason of 
it construction or for any other reason. 

8. Procedure for abatement : Whenever the Building Inspector has information 
that any building or structure may be in such condition that it is a nuisance, he 
shall cause an examination to be made, and if upon such examination the Build- 
ing Inspector finds that any building or structure has any or all of the defects here- 
inafter set out in this paragraph, or that any other conditions exist which in his 
opinion constitute a nuisance, it shall be his duty to cause the owner of such 
building or structure, or the person in possession, charge or control thereof, to be 
summoned to appear before the Recorder of the City of Atlanta as provided by 
Section 72-401 of the Code of Georgia of 1933, to determine whether or not any 
such conditions constitute a nuisance and should be abated. With respect to such 
buildings and structures, the conditions above referred to as being set out herein 
are as follows: 

(a) Those whose interior walls or other vertical structural members list, lean 
or buckle to such an extent that a plumb line passing through the center of 
gravity falls outside of the middle third of its base. 

(b) Those which, exclusive of the foundation, show thirty-three (33) percent 
or more, of damage or deterioration of the supporting member or members, or 
fifty (50) percent of damage or deterioration of the nonsupporting enclosing or 
outside walls or covering. 

(c) Those which have improperly distributed loads upon the floors or roofs or 
in which the same are overloaded, or which have insufficient strength to be 
reasonably safe for the purpose used. 

(d) Those which have been damaged by fire, wind, or other causes so as to 
have become dangerous to life, safety, morals, or the general health and welfare 
of the occupants or the people of the City of Atlanta. 

(e) Those which have become or are so dilapidated, decayed, unsafe, in- 
sanitary, or which so utterly fail to provide the amenities essential to decent 
living that they are unfit for human habitation or are likely to cause sickness 
or disease, so as to work injury to the health, morals, safety, or general welfare 
of those living therein. 

(f) Those having light, air, and sanitation facilities which are inadequate to 
protect the health, morals, safety, or general welfare of human beings who live 
or may live therein. 

(g) Those having inadequate facilities for egress in case of fire or panic or 
those having insufficient stairways, elevators, fire escapes, or other means of 
communication. 

(h) Those which have parts thereof which are so attached that they may fall 
and injure members of the public or property. 

(i) Those which because of their condition are unsafe, insanitary, or dan- 
gerous to the health, morals, safety, or general welfare of the people of this city. 

(j) Those buildings existing in violation of any provision of the Building 
Code of this City, or any provision of the Fire Prevention Code, or other ordi- 
nances of this City. 

4. In order to cooperate with and cause the citizens of Atlanta as little trouble, 
inconvenience, and expense as possible, the Building Inspector shall, except in 
urgent cases, before causing summons to be issued as provided in the preceding 
paragraph, give written notice to the owner or the person in possession, charge, 
or control of any building or structure which in his opinion, after examination, 
constitutes a nuisance, stating that in his opinion the same does constitute a 
nuisance, setting out the repairs which, in his opinion, are necessary to elimi- 
nate the objectionable conditions, and requesting that such be made within a 
reasonable time to be specified in such notice. Said notice shall further state 
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that unless such repairs are voluntarily made within the time specified thet it 
will be his duty to cause summons to be issued requiring the party notified to 
appear in the Recorder’s Court of the City of Atlanta to have there determined 
whether the building or structure involved constitutes a nuisance and should be 
abated. Such notice shall be prepared by the City Attorney. The City Attorney 
or one of his Assistances shall prosecute all violators, and render full assistance 
to the Chairman of the Slum Clearance Committee and Building Inspector. 

5. If upon a hearing as provided for before the Recorder he shall find that the 
building or structure involved constitutes a nuisance and orders the defendant or 
defendants to abate the same within a specified time, then each 10 days the 
conditions adjudicated to be a nuisance by the Recorder are maintained subse- 
quent to the expiration of the time fixed in the judgment of the Recorder for the 
same to be abated, shall constitute an offense under this ordinance and such 
persons, upon conviction, shall be punished by a fine of not exceeding $500.00 or 
shall be sentenced to work upon the public works not to exceed 60 days, either 
or both penalties to be imposed in the discretion of the Recorder. 


Section 65-—102-A 


1. As used herein, the term “institutional building” shall mean any building 
heretofore erected in which persons are harbored to receive medical, charitable 
or other care or treatment or in which persons are held or detained by reason 
of public or civic duty or for correctional purposes and shall include hospitals, 
asylums, Sanitariums, fire houses, police stations, jails, penal institutions, orphan- 
ages, infirmaries, homes for the aged, reformatories, nurseries, houses of cor- 
rection, and similar institutions. 

2. The term “residence building” shall mean and include dwellings, tene- 
ments, multifamily houses, hotels, lodging houses, dormitories, convents, studios, 
club houses, apartments, old peoples’ homes, and similar buildings used for sim- 
ilar purposes. 

3. The regulations herein set forth shall apply to any “institutional building” 
or to any “residence building” where sleeping accommodations are provided (1) 
where such building is more than three stories high above grade or (2) where 
such building is occupied by more than forty (40) persons above or below the 
first story above grade and which buildings are not provided with exit facilities 
as prescribed for new buildings in the present Building Code or which buildings 
are not provided throughout with approved automatic fire alarm service or 
approved automatic sprinkler system. 

4. It shall be the duty of all persons owning or operating any such building 
to provide approved watchman service throughout such building until such time 
as the Chief of the Fire Department shall determine and certify that such service 
is not necessary in order to protect persons and property, which certificate may 
be granted as herein provided. 

5. The watchman service to be approved shall consist of one or more persons, 
whose duty it is to patrol the entire property from 11:00 o’clock p. m. until 
7:00 o'clock a. m, The watchman’s rounds shall be made as frequently 
as the conditions require, but at least one round shall be made each hour and 
each round shall be recorded by an approved watchman’s time recording appara- 
tus or system or portable watch clock or other means which may be approved 
and adopted by the Chief of the Fire Department or his authorized representa- 
tive. The records of all such watchman’s rounds shall be dated and filed with 
the Building Manager and shall be subject to inspection by any authorized 
representative of the Fire Department at all times. 

6. In all cases where reference is made to approved service or other approval, 
it shall be held to mean that such service or other function is to be approved 
by the Chief of the Fire Department. 

7. The obligation to provide the watchman service herein required shall ter- 
minate and cease when such building shall be provided with exist facilities re- 
quired by the Building Code and approved by the Building Inspector and Fire 
Marshal. The obligation shall likewise terminate when such building is pro- 
vided with automatic fire alarm service or automatic sprinkler system, which 
shall meet the approval of the Chief of the Fire Department. 

8. It shall be the duty of the Chief of the Fire Department and the Fire 
Prevention Bureau to enforce the terms and provisions of this section. 

9. Failure to provide watchman service as herein required shall be deemed 
to be a nuisance and abatable as such and shall be cause for the revocation 
of any license or permit issued to any such owner or operator. 
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10. Provided, however, that the provisions of this Section requiring approved 
watchman service shall have no application to any hospital which the Building 
Inspector shall, after full investigation, certify as maintaining a regular staff 
of attendants with doctors and nurses on constant duty twenty-four (24) hours 
a day. No such hospital shall be considered as exempt, however, unless a cer- 
tificate in writing shall be issued by the Building Inspector and posted conspicu- 
ously in the public halls of said institution. The exemption above made shall 
not be applicable to nurses’ homes or dormitories or other adjuncts of such 
hospitals otherwise covered by the provisions of this code section. 

11. It shall be unlawful for any watchman employed under the provisions of 
this section to either wilfully or negligently absent himself from his post of duty 
during any part of his period of duty or to go to sleep or be in an intoxicated 
condition or to consume any alcoholic beverages or opiates while on duty as a 
watchman in any of the places where watchmen are required under the terms 
of the ordinance referred to in the first paragraph of this amendment. 

12. Any persons violating the terms of this section, in addition to other pen- 
alties, shall be subject to presecution in the Recorders’ Court and, upon conviction, 
shall be fined not to exceed. Five Hundred ($500.00) Dollars or sentenced to serve 
on the public works not to exceed sixty (60) days, either or both in the discretion 
of the Recorder. Each day that any person shall fail to provide the watchman 
service herein required shall constitute a separate offense. 

The provisions of all ordinances or parts of ordinances in conflict herewith 
are hereby repealed. 

Adopted by General Council August 1, 1949. 

Approved August 3, 1949. 

A true copy. 

J. L. RrcHArRpDSON, 
Clerk of Council. 


; Avausta, GA., April 18, 1951. 
Subject: Rent control. 


Hon. BurNet R. MAYRANK, 
United States Senator, Washington, D. C. 


Dear Mr. MAYBANK: The undersigned members of the rent advisory board of 
the Augusta area take the liberty of communicating to you some thoughts that we 
have developed over a period of several years in our advisory capacity trying 
to deal with rent control. 

There is no rent control in our area at the present time, having been abolished 
under the local-option provision of the Federal Rent Control Act. 

Our purpose in addressing you is in the interest of putting some reasonable 
provisions in any new rent-control law, which may be under consideration by 
the Congress. 

We wish to make it clear that we are not advocating a new rent-control law, 
neither are we opposing it. Our sole purpose in the light of our experience is 
to try to be of assistance to you or any others who have to deal with making 
our laws of getting some provisions in the new law, if any, when one is enacted, 
that would make it more fair and workable. 

We respectfully submit that any new rent-control law enacted by the Congress 
should provide for a rent advisory board in each city area of 50,000 population 
or more according to the 1950 census under control to have authority to make 
adjustments of rentals and in their judgment might be fair to all concerned. 
And that whereas a freeze date may be necessary yet to make this a hard and 
fast rule beyond which the advisory board could not act would, in our opinion, 
only protect the chiselers and unnecessarily punish the property owners who 
are striving to be fair. 

We, therefore, submit that any rent-control law should contain a provision 
making it mandatory on the area rent director to carry out the recommendations 
of the advisory board when they are not in direct violation of the law. 

Respectfully submitted. 


RENT ApvisorY BoarpD, AUGUSTA RENTAL AREA, 
A. W. Lucky, 

T. E. MALENNY, 

Mrs. J. E. EUBANK. 
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Boston, Mass, May 4, 1951. 
Senator LEVERETT SALSTONSTALL: 


Your strong opposition to any legislation authorizing the Government to be- 
come sole buyer of wool as proposed by Senator Maybank’s amendments to 
Defense Production Act is most urgently important to our industry. Such an 
act by Congress would be the most killing, most vital, and far-reaching blow 
ever administered to the wool trade in its entire history. It would destroy 
the principle of freedom of enterprise with the earmarks of a step toward 
sovietism. 

G. R. BARNEY. 


Boston, Mass, May 4, 1951. 
Hon, LEVERETT SALTONSTALL, 
United States Senate, Washington, D. C.: 

Request you protest vigorously to block amendment to Defense Act making 
Government sole buyer of wool as socialistic, lacking expert opinions, costly, 
and causing unemployment. 

GUNNAR BJORKMAN. 


GREENVILLE, N. H., January 9, 1951. 
Hon. CHARLES W. TOoBEY, 
Senate Office Building, Washington, D. C.: 

Dear SENATOR. I have been informed that there has been committee dis- 
cussions in regard to ceiling prices and their method of determining them to 
the retail grocer. I understand that one of your Senate colleagues claims 
that the retail grocer has been profiteering in the past 6 months. He bases his 
information on the fact that he have viewed four to five price mark-ups on a 
single commodity which he claims is not fair for the retail grocer. I wish to 
inform him that if a grocer does not move an article fast enough from the time 
the price rises until another price rise that that is not the fault of the majority 
of the retail grocers. I believe that it is an inefficient method of marking or 
purchasing of his goods. I have been in business for some time and you will 
seldom see on any commodity on my shelves more than one price, once in a 
while you might find one crossed off but very seldom. I hope that you will 
appreciate this information and give this matter the proper attention. With 
many thanks. 

Respectfully yours, 
ALBERT D. BOURKE. 


Boston, Mass., May 4, 1951. 
Senator LEVERETT SALTONSTALL, 
Washington, D.C.: 

Please exert every influence at your command to reject the proposal of our 
Government becoming the sole importer of wool. The hearings next Monday 
and Tuestday with regard to Senator Maybank’s amendments to the Defense 
Production Act are of yital importance to the Boston Wool Trade. Woolmen 
are far better equipped in experience in every way to administer to the defense 
and civilian wools needs of the Nation. 

Dupiey BRAITHWAITE. 
WILLIAM A. WALEs. 


Jor S. BRYANT, REALTOR, 
Pueblo, Colo., May 1, 1951. 
The Honorable Epwin C. JoHNSON, 
Untted States Senator from Colorado, 
Senate Office Building, Washington, D. C. 

Dear MR. JOHNSON: The present Rent Control Act expires June 30 of this 
year and we would like to go on record as being definitely opposed to rent control 
and hope you may see your way clear to work for the defeat of any extension of 
this law. 

We have always been of the opinion that the law itself was vicious and dis- 
criminatory and further, in view of the vast number of new homes under con- 
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struction throughout the United States, we can see no reason why this law 
should remain on the statutes. 
We again urge that you do all you possibly can toward the defeat of this legis- 
lation. 
Yours very truly, 
JOE S, BRYANT. 


STATEMENT OF APARTMENT, HOTEL, AND Moret ASSOCIATION OF CALIFORNIA 


CITIES WHICH HAVE DECONTROLLED THEMSELVES SHOULD NOT BE RECONTROLLED 
WITHOUT A SHOWING OF NECESSITY 


For nine long years Price and Rent Administrators, starting with Leon Hen- 
derson and ending with Tighe Woods, have each year painted fantastic pictures 
for you of the terrible results that would obtain if rent controls were not con- 
tinued. At long last you have an opportunity to check these fantasy pictures 
with actual facts. On December 20, 1950, the city of Los Angeles was decon- 
trolled. 

What happens under the American system of free enterprise when the 
country’s third largest city is freed from rent control? 

What disregard of facts underlies the demand of the executive branch of 
our Government that rent controls be continued? 

What should Congress do to protect the citizen who has chosen to invest 
his savings in the business of renting housing accommodations? 

The following pages contain the answers to these problems. 

On December 20, 1950, after ignoring the plain mandate of Congress and the 
courts for five full months, Tighe Woods grudgingly issued an order decontrolling 
housing accommodations in Los Angeles. Woods’ position, among other things, 
was that a housing shortage existed in Los Angeles; that if controls were lifted 
rents would skyrocket; that tenants would be thrown into the streets; that the 
defense effort would be seriously affected, etc. 


WHAT ACTUALLY HAPPENED? 


Two months after controls were lifted the Bureau of Labor Statistics conducted 
a rental survey in Los Angeles. This survey showed: 

1. Fifty-three percent of Los Angeles tenants received no rental increases 
whatsoever. 

2. The rent level rose only 9 percent. 

3. Two percent of all rental units reported decreases averaging 11 percent. 

And what of the thousands upon thousands of tenants who, along with their 
children and chattels, would be thrown into the street? 

In November and December 1950, the 2 months immediately preceding de- 
control, the number of eviction suits filed in local courts averaged 246 per month. 
In January 1951, when the bulk of eviction suits proximately occasioned by de- 
control could have been expected, only 412 were filed—and this in a city con- 
taining approximately 2,000,000 persons! 


WHAT HAPPENED TO THE “CRITICAL HOUSING SHORTAGE”? 


In his letter of October 23, 1950, to the Los Angeles City Council, the Housing 
Expediter referred to the impartial survey of housing conditions conducted at 
the request of the council during April 1950, by the Peacock Research Associates. 
He cited figures from this report showing that there was a vacancy factor of 2.6 
percent for all dwelling units in Los Angeles and showing, in units having month- 
ly rentals up to $57.49, vacancy factors ranging from 1.4 to 3.5 percent. These 
figures, the Expediter said, ‘““caused me very considerable concern.” 

In May 1951, at the request and expense of the Apartment, Hotel, and Motel 
Association of California, the Keaton Advertising Agency of Los Angeles con- 
ducted a similar survey covering a total of 18,965 rental units, including 11,199 
apartment-house living units, 6,722 hotel rooms, and 1,044 motel units. The 
vacancy factor in these various categories was as follows: 

Percent 


I I en a al eieieaeahinonar 
Hotel rooms 
Apartments 
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This survey disclosed that of the almost 6-percent vacancy rate existing in 
apartment units, 24 percent are vacant and available at rentals of less than 
$40 per month, while 35 percent are vacant and available at rentals of between 
$40 and $60 per month. The over-all picture discloses that that vacancy rate 
in Los Angeles is almost 1% percent greater than that historically considered 
to be normal. 

On the basis of the figures disclosed by the Peacock report, the Bureau of 
Labor Statistics Survey of February 15, 1951, and the Keaton report, there are 
today approximately 50,000 units with rentals of less than $40 per month, of 
which approximately 5,400 are presently vacant and available for rental. The 
vacancy factor in this class of accommodations is approximately 10 percent. 

*arenthetically, it may be noted that, in connection with the adoption of the 
tax budget for the 1951-52 fiscal year commencing July 1, 1951, the Los Angeles 
County Board of Supervisors estimated that there had been an increase of 
85,000 persons in the county’s population since July 1, 1950; compared with 
this influx of persons the Los Angeles Chamber of Commerce reported on May 
14, 1951, that building permits in the first 4 months of 1951 included permits for 
enough dwelling units to house 83,061 persons. 

The picture as presented in Los Angeles appears to be typical of other cities 
which have been decontrolled. In some cities the average increase occurring 
after decontrol was larger than in Los Angeles, in some it was smaller (in 
Norfolk the average rental increase was 7 percent, in Mobile 4 percent, while 
in Milwaukee 15 percent—compare this with the 25 percent increase Woods was 
openly offering cities if they would not vote decontrol). 

Furthermore, indications are that in Los Angeles the rent level is lower in 
May 1951 than it was in February of this year, a normal result of the effect 
of the law of supply and demand, unhampered by artificial pricing. 

The conclusion is inescapable—the expenditure of millions of the taxpayers’ 
money to maintain rent control in areas where no need for control exists is totally 
unjustified. Cities which have been decontrolled by action of their governing 
bodies should not be recontrolled in an absence of a showing that such action 
is necessary. 


THE PRESENT ECONOMIC POSITION OF THE RENTAL INDUSTRY IS SUCH THAT 
REIMPOSITION OF CONTROLS IS NEITHER NECESSARY NOR JUST 


This and previous administrations have been fond of rent control because it 
is easy—easy to administer, easy on the tenant—but hard on the landlord! 

Throughout and after World War II and until June 30, 1947, rents rose only 
1.2 percent from May 1942 levels, only 6.8 percent from September 1939 levels. 

On February 15, 1951, the average increase in rents from 1939 levels for 34 
cities studied by the Bureau of Labor Statistics, controlled and decontrolled, 
was 28.2 percent. In Los Angeles the total increase for the same period was 
47.9 percent. In contrast the consumers’ price index, Los Angeles area, on the 
same date, stood at 184.1 as compared with the 1935-39 period. 

The cost of operation of rental housing rose to even greater heights in these 
same years. The building-construction index, including both wage rates and 
building-material prices, stood at approximately 253 as compared with 1939 
wages and prices on December 31, 1950, and has continued to rise thereafter. 

Wages of all classes of construction labor during 1939, were from $0.825 to 
$1.1625 per hour; today wages for the same services range from $2.22 per hour 
to $3.125 per hour; this does not represent all of the cost since, for example, 
plumbing shops add an additional amount to cover overhead and profit, and the 
minimum time is 1 hour, making the minimum plumbing cost, for the smallest 
job, $4.25 per hour. 

These comparative increases are graphically illustrated in the following table. 
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1951 
INCOME OF THE RENTAL INDUSTRY 
AND THE COST OF MATERIALS AND 
SERVICES THAT LANDLORDS BUY 
(1939=100) 


Wages (1) Building (2) Food (3) (3) (3) General (4) 
of - Costs February Consumers’ Consumers’ Level of 
Painters Including 15, 1951 Price Price Rents 
and Wages and Index Index February 
Plumbers Material February June 15, 15, 1951 
May, 1951 Costs 15, 1951 1950 Los Angeles 
April, 1951 All items (Pre-Korea) City 
Western 
States 


Building Contractors Association, Los Angeles 
Marshall and Stevens Valuation Engineers, Los Angeles 
Bureau of Labor Statistics, U. S. Department of Labor 


Bureau of Labor Statistics, U. S. Department of Labor, April 26, 1951, 
“Increases in Residential Rents in Nine Decontrolled Areas’’ 
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What this means in terms of real income to the rental industry is shown in 
the following example. The figures used are drawn from actual experience of 
Los Angeles rental industrialists: 


Per month 


$30.00 


of operation : 
Not mremt Benete tee = os as 


1951 
Per month 
Rent ($30 148, the rental index with 1939 as a base as of Feb. 16,1951)__ $45. 00 
Cost of operation ($20 163.1, the building building maintenance and op- 
eration index for 1950 from actual experience) 
Net profit before taxes_ 


1951 real income 


Net profit before taves_ $12.78 
Consumers’ Price Index 184.1 
Bureau of Labor Statis- 

ties, as of February 15, 

1951 


—$6.5 


Ratio, 1951 real income to 1951 income=54.3 percent 


The conclusion is clear. While the real income of wage earners and mer- 
chants has increased, the real income of the rental industry has been cut nearly 
in half. 

In this connection it should be noted that 10.37 percent of all housing units 
in Los Angeles are duplexes, which, historically, were sold on the premises that 
the buyer could live rent-free, pay for his purchase, and have a small income 
besides. Events have confounded the prophets. 


NO NECESSITY FOR RENT CONTROL CAN BE SHOWN UNTIL THE REAL INCOME OF THE 
RENTAL INDUSTRY IS RESTORED TO ITS HISTORICAL LEVEL 


Unless by deliberate design the rental industry is to be destroyed, it is abso- 
lutely essential to permit the free economic movement of rents until the real in- 
come of the rental industrialist regains its former position relative to costs 
and prices. 

Through sad experience the industry knows that an executive request for 
“startd-by authority” is indicative of an intention to impose controls before the 
ink of Presidential approval has dried. The Congress should, therefore, if 
“stand-by authority” is granted, prescribe definite conditions precedent to the 
exercise of the power given. 

Proposed language to accomplish this result is suggested in the appendix (p. 1); 
in essence the proposed provision is that controls may not be reimposed until 
such time as the ratio of dollar income of the rental industry (compared to 1939 
rent levels) at least reaches the level of the June 15, 1950 (pre-Korea) consumers’ 
price index (169.3 for the Los Angeles area), and that if conditions do permit of 
control after meeting this standard, that the level of maximum rents shall not 
be below a level which will continue that income. 


ASSUMING EVICTION CONTROL TO BE DESIRABLE AFTER RECONTROL, SETTLEMENT OF 
DISPUTES SHOULD BE HAD IN THE TRADITIONAL MANNER, BY COURT ACTION 


Perhaps no provision of law passed in the last 50 years has tended to create 
two segments or economic classes of our citizens to the extent achieved by the 
eviction provisions of the past rent-control acts. This un-American result has 
been due mainly to the manner in which the expressed intent of the Congress has 
been ignored in the administration of the previous acts. Indeed, in the 1948 and 
1949 acts Congress, because of this, removed all control over evictions from the 
agency and placed such control exclusively in the hands of fair and impartial 
local courts. This power, unfortunately, was returned to the ageney in 1950, 
where it has since been exercised by numerous clerks and junior clerks on dele- 
gation from Woods. Thus the agency itself determines whether the property 
owner desires in good faith to recover possession of housing accommodations for 
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his own use, or for the use of his immediate family, or to complete a contract of 
sale, or to remodel the accommodations, or to withdraw the accommodations 
from the rental market. In-view of the agency's position that the tenant can do 
no wrong and the landlord no right, a loeal office decision can only be attacked 
by a long and tedious administrative appeal with little chance of success. 

Historically, if the landlord and tenant were unable to sustain their relation- 
ship in harmony, the landlord, in the absence of a long-term lease, could give the 
tenant a notice to move (usually 30 days) and regain possession of the accom- 
modations at the expiration of that time. The landlord profited by having good 
tenants. The tenants profited by being able to remain in accommodations which 
they liked. Therefore a system of checks and balances prevailed. The eviction 
restrictions imposed by the rent acts have done away with this, leaving the 
tenant without any retarding influence, a situation taken advantage of by many 
tenants. Thus a tenant in an apartment house can insult and embarrass other 
tenants in the building, disregard rules of the house, curse and harass the owner, 
and feel safe from eviction. Nor would these acts normally be considered as 
constituting a nuisance by the courts. Many owners, unable to evict such tenants, 
have sold their accommodations rather than submit to such treatment. 

In order to make the eviction provisions of the act more equitable and to assure 
a better relationship between landlord and tenant the following suggestion is 
made: 

1. The eviction provisions (sec. 209) as contained in the Housing and Rent Act 
of 1948 shoul be enacted into the new act. This would place in the hands of local 
courts the duty to see that the congressional requirements were met before a 
tenant could be evicted. 

2. These eviction provisions should contain a new subsection following section 
209 (a) (1), which would read as set forth in quotes below: 

Section 209. (a) No action or proceedings to recover possession of any con- 
trolled housing accommodations * * * shall be maintained * * * unless— 

“A court of compe tent jurisdiction, in an action brought by the landlord to 
terminate the tenancy under State law finds that the tenant has engaged in 
conduct designed to harass or annoy the landlord or a person or persons in or 
near the premises. Any notice of termination of tenancy given under this section 
must state the acts or practices complained of.” 


DISCRETION AS TO THE AWARD OF DAMAGES SHOULD BE GIVEN TO THE COURTS IN CASES 
IN WHICH THERE IS A GENUINE DISPUTE AS TO THE MEANING OF THE ACT AND 
REGULATIONS 


No right-thinking person wants a law which is unenforceable nor one which 
has no teeth for the willful violator. 

In certain classes of cases, however, the present law works undue hardship 
upon. relatively innocent persons. 

This situation has been brought about by court decisions, none of which, 
standing alone, is subject to criticism, but which, applied collectively, can do 
positive harm in individual cases. 

The present act, as distinguished from the Emergency Price Control Act of 
1942, gives the court no discretion to award damages between single and treble; 
if the defendant proves that his violation was neither (1) willful, nor (2) due 
to failure to take practicable precautions against the occurrence of the viola- 
tion, the damages are limited to the amount of the overcharge. 

“Practicable precautions” have been held to require a very high standard of 
eare and efficiency ;* legitimate controversies as to the meaning of statute or 
regulation have been all but foreclosed by administrative interpretation; * and 
persistent maintenance of such a controversy has been held to constitute not 
only a failure to take practicable precautions, but willfullness.’ Reliance in 
fact upon oral advice of administrative agents is no defense,* and, in view of 


1 Bowles VN. McDonald (U. District Court Northern District of California, No. 27746) 
(August 28, 1944), in wich ‘the court instructed the jury that practicable precautions 
meant “* * * those precautions that would be adopted and safeguards that would 
be maintained by a reasonably prudent businessman under the circumstances * * 
and that “* * * the greater the danger, the more the precautions which sia tla 
care requires to meet that danger * * *; and see Hecht v. Bowles (321 U. S. 321; 
64 Sup. Ct. 587). 

2 Bowles v. Seminole Rock and Sand Company (325 U. S. 410). 

® Bowles vy. Ammon (61 Fed. Supp. 106). 

4 Porter v. Deer (160 Fed. (2d) 394). 
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the presumed availability of written interpretations, failure to apply for such 
an interpretation is said to be a failure to take practicable precautions. 

When some or all of these elements are present, the case is obviously not 
the same as that of the bonus taker, yet each defendant, under existing law 
must be assessed the full penalty. 

The Congress should, we believe, readopt the provisions of the 1942 act, leav- 
ing the amount of the penalty to the court’s discretion. 


CONCLUSION 


For the reasons heretofore set forth the Apartment, Hotel, and Motel Asso- 
ciation of California requests the Congress to take the following steps: 

1. Pass no legislation which would automatically recontrol rentals in areas 
which have been decontrolled by action of their governing bodies, but permit 
recontrol of those areas only when and until (@) an actual housing shortage 
exists in such area, and (0) the dollar income of the rental industry (com- 
pared to 1939 rent levels) reach the level of the June 1950 Consumers’ Price 
Index. 

2. Permit similar equitable adjustments in controlled areas. 

3. Enact fair and equitable eviction provisions in accordance with the views 
expressed herein. 

4. Give to the courts wider discretionary powers in awarding damages in 
certain classes of cases. 

For the Association: 

HERBERT H. BENT, 
General Counsel. 
AUSTIN CLAPP, 
Assistant General Counsel. 


APPENDIX 


SUGGESTED PROVISIONS RELATING TO RECONTROL 

Section 2 

In any defense-rental area, or in any portion thereof, which was decontrolled 
after June 30, 1947, no maximum rents under this act shall be imposed on any 
housing accommodations therein, until or unless the Administrator of this act 
finds both that (a) the average vacancy rate for all classes of housing accommo- 
dations in such area or portion thereof is less than 2 percent, and (0b) that the 
ratio of the general level of rents for all classes of housing accommodations in 
such area or portion thereof compared to the general level of rents in such area 
or portion thereof as of September 1939 is equal to or in excess of the price 
index. The price index shall be computed during the month immediately pre- 
ceding the reimposition of maximum rents, and shall be recomputed yearly 
thereafter. 


Section 8 


(a) In any defense-rental area or in any portion thereof in which maximum 
rents nay be reimposed under the provisions of and in accordance with the stand- 
ards set forth in section 2, the maximum rent for housing accommodations in 
such area or in such portion of such area which were rented on February 15, 
1951, shall be not less than an amount.calculated by multiplying the adjusted 
base rent for such housing accommodations by the price index as determined 
from time to time. For housing accommodations in such area or portion thereof 
which were not rented on February 15, 1951, the maximum rent shall be an 
amount equal to the maximum rent under this act for comparable housing 
accommodations in the defense-rental area which were rented on that date. 

(b) The Administrator may adjust maximum rents determined under para- 
graph (a) of this section to reflect any changes in services, furnishings, or facili- 
ties provided with the housing accomodations on February 15, 1951, or on the 
date the accommodations were first rented after that date, or to reflect the cost 
of any capital improvements occurring after either of those dates; the amount 
of such adjustment shall reflect the cost of such services, furnishings, facilities, 
or capital improvements as of February 15, 1951, and all increases or decreases 
in maximum rents under this paragraph shall be retroactive to the date on which 
such changes took place. 
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DEFINITIONS 
Section 4 

As used in this title— 

(a) The term “adjusted base rent” means the rent in effect for any housing 
accommodations on February 15, 1951, divided by the ratio of the general level 
of rents in the defense-rental area on February 15, 1951, as determined by the 
Bureau of Labor Statistics, United States Department of Labor (or if not deter- 
mined on that date by the Bureau for that area, as determined by the Bureau for 
the nearest area, geographically, having substantially the same economic char- 
acteristics), to the general level of rents for the same area during September 
1939. 

(b) The term “price index’? means the ratio of the general level of prices for 
articles and services which landlords buy, including general living costs in the 
defense-rental area and all items which would be deductible for Federal income- 
tax purposes as depreciation of, or as expenses of operation of rental-housing 
accommodations, to the general level of such costs and prices during 1939: Pro- 
vided, however, That for the year July 1, 1951, to and including June 30, 1952, 
the price index shall, for all purposes under this act, be deemed to be the same 
as the Consumers’ Price Index, for all items, of the Bureau of Labor Statistics, 
United States Department of Labor, determined as of June 15, 1950, for the area 
in which maximum rents are to be fixed (or if not determined on that date by 
the Bureau for that area, as determined by the Bureau for the nearest area, geo- 
graphically, having substantially the same economic characteristics). 


STATEMENT OF CALIFORNIA STATE APARTMENT CONFERENCE, 
DovucLas DorRN, PRESIDENT 


FOREWARD 


This report is based on an analysis of statistical data made by Peacock Re- 
search Associates, an independent professional research firm. 

All the figures in this report have as a base Government-compiled statistics. 
Those referring to the cost of living or various components of the cost of living 
are based on the Consumers’ Price Index for Moderate-Income Families as re- 
ported by the Bureau of Labor Statistics of the Department of Labor. Income 
data is from the Department of Commerce. 

Inasmuch as the Bureau of Labor Statistics has recently revised its rent 
index and all-items index to compensate for construction since 1940, affected 
data in this report have been adjusted to compensate for this change even though 
the change is not favorable to the interests of the report. 

Some of these adjustments have required interpolation for the years between 
1940 and 1950 because the Bureau of Labor Statistics has not yet made retro- 
active revisions for public use. In these instances, every effort has been made 
toward impartiality. 

Rent controls have existed in most of the populous areas of the country for 
more than 8 years. And the immediate prospect is for continued control for 
an indefinite period and probable recontrol of many areas which have been 
decontroled in the last few years. 

Since rent has been the only living commodity under control during the past 
5 years, it is the only one which has not found its own level, so to speak, in the 
free economy which has existed in the United States since 1946, the only excep- 
tion being rents in those areas which have been decontrolled for a sufficient 
period to adjust themselves. 

Needless to say, the years since World War II have been inflationary. 
Prices, wages, and income of all kinds have risen to an all-time high. And today 
the prospect is that they will go still higher even though controls are being 
reimposed. 

The question arises, then, if rents are to be controlled indefinitely, as to exactly 
where rents stand in relation to the rest of our economy. 

The answer to this question is hard to believe. The facts are these: 

1. In terms of the 1935-39 average, rents today are at least 25 percent 
below the cost of living. It would take an increase of 33 to 50 percent to 
eatch up. 

2. Rents are nearly 40 percent behind the cost of food and about 30 
percent behind the cost of wearing apparel and housefurnishings. 
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8. Income from rents today is about 75 percent of what it was before the 
war, taking into consideration the purchasing power of the dollar. Income 
from all sources is about 65 percent higher than prewar levels. Thus the 
average income from rents has fallen to less than half the average income 
from other sources. 

4. Rents today are actually about 10 percent lower than the average 
from 1920 to 1929. Family income today is twice as much as it was during 
the same period, 


Even the most superficial examination of the cost of living and its components 
during the past 40 years shows unmistakably that price and rent controls have 
severely discriminated against rents in comparison with other basic living 
commodities. This is true not only in the postwar period after price controls 
were removed from everything except rents, but also during the war itself. 

Examination of the Bureau of Labor Statistics data shows these important 
facts: 

1. Rents generally did not need to be controlled in 1942 to the same degree 
that other prices did. Rents had barely begun to rise whereas other prices 
were skyrocketing. 

2. Rent controls were virtually 100 percent effective in keeping rents from 
rising, but other price controls only slowed the upward trend. 

3. Because of the above facts, rents needed postwar relief from controls 
more than any other commodity, but virtually nothing was done about it for 
several years. Meanwhile all other prices were decontrolled, leaving rents 
in an even more inequitable position. 

Rent’s relationship to the cost of living is one of following rather than leading. 
Historically, rent has proven to be the least sensitive major commodity to price 
changes and economic fluctuations. It would not be improper, on the basis of 
the evidence, to say that increases and decreases in rents generally are entirely 
the result of other economic movement. 

Since rent is a contractual price, it is not subject to quick, sudden changes, or 
day-to-day movement. Within limits, it has both a more stable supply and a 
more stable demand than almost any other commodity. Hoarding and scare 
buying do not affect rent levels. There are no sudden shortages or surpluses 
to cause sharp fluctuations. 

Nationally, the all-time high reached by rents occurred in 1925, five years after 
the peak inflation year of 1920. (See chart X,) Rents reached their lowest 
post-World War I point in 1935, two years after the bottom year of the depres- 
sion, 1933. 

In the peak recovery year of 1937, rents had just begun to emerge from their 
lowest point, and in 1938 and 1939, they remained stable despite the recession. 

By 1941, other prices were rocketing upward, but rents again were almost 
unchanged. By the time the General Maximum Price Regulation was put into 
effect in May of 1942, rents were not quite 10 percent above their 1935-39 average 
(this average included three of the poorest years for rents since World War I). 

By contrast, the cost of living generally was 16 percent above its 1935-39 
average. Food was up 22 percent, clothing 27 percent, and household furnishings 
22 percent. 

This inequality by itself would have made little difference, but the effective- 
ness of controls was not uniform and rents again were the "have nots.” The 
so-called roll-backs of 1942 did not roll back anything but rent. Rents were 
actually lower throughout the war and well into 1947 than they were at the 
time of the roll-back. Other commodities, though controlled, continued to in- 
crease in price throughout the war and particularly in the postwar control 
period just prior to the removal of most controls, 

By the time price decontrol was begun in mid-1946, the cost of living had risen 
15 percent from the inception of price regulation. Food had increased by 20 
percent, apparel by 25 percent, household furnishings by 27 percent, and mis- 
cellaneous items by 15 percent. Rents; as previously stated, had not risen at 
all and were, in fact, slightly below 1942 levels. 

At this juncture, even though rents had suffered in comparison with other 
prices, both by not having risen fast enough before controls and by not having 
risen at all during controls, and even though rents were at least 23 percent 
behind the cost of living, everything except rents were decontrolled. 

After decontrol, every single commodity in the Consumers’ Price Index rose to 
a new all-time high except, of course, rent. Food, clothing, and household fur- 
nishings rose to double their 1935-39 levels. The previous all-time record year of 
1920 was exceeded by at least 20 percent. 
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Rents eventually began to climb, too, in 1947 when controls were modified and 
eased slightly, but even so, rents kept losing ground to the cost of living until 
late 1948 when prices generally leveled off. It might be assumed that rents 
eventually would have reached a more nearly normal position if prices had not 
resumed their upward trend in mid-1950 because of the Korean situation. 

As things stand today, rents would have to make an over-all increase of 
33 percent to be in line with living costs generally. This represents a minimum. 
It would actually take an increase of more than 50 percent to catch the cost of 
food. 

In terms of the 1935-39 dollar, rents today are about 75 percent of what they 
were in 1935-39. Rent dollars have increased by about 30 percent, but the pur- 
chasing power of the dollars has dropped more than 42 percent. 

By contrast, the expenses of maintaining rental property have risen like every- 
thing else. Labor, utilities, building materials, furniture, and taxes have all 
risen sharply in the postwar years particularly. 

Real estate taxes have risen both from increased assessments, not justified 
where rents are frozen, and higher tax rates. Though it is impossible to show 
national data on this subject, tax reports from Los Angeles County, as an 
‘example, show the average property owner’s tax bill is twice as much today as 
it was in 1942. 

Building materials generally (including paint, paper, plumbing fixtures, and 
other replacement and maintenance items) are 105 percent above 1942 levels. 

House furnishings are 60 percent higher than they were in 1942. 

Utility rates have not been greatly increased in most areas, but usage has 
increased which in turn increases the amount of the bill. 

Realistically speaking, rents are not one commodity for purposes of this dis- 
cussion but two. There are the controlled rents and the uncontrolled or decon- 
trolled rents. Actually there can be no question that uncontrolled or decontrolled 
rents are largely responsible for the fact that the rent index has risen to even 
its present level. 

The Office of the Housing Expediter can offer no satisfactory data on the 
rise of controlled rents during the past 8 years because of many unknown 
factors which would have to be determined before any such information could 
be developed. But they do state that during the years rent control has been 
in existence they have granted approximately 3,333,333 increases to units under 
rent control (through 1950). These increases have averaged about 18 percent. 
Additionally, some 2 million units took advantage of the 15 percent lease pro- 
vision of the 1948 and 1949 rent control acts. 

The total number of units under rent control is impossible to determine, but it 
is estimated by the Office of the Housing Expediter that the maximum was 
16,000,000 during the early years, and that the number has now been reduced 
to about 7,500,000. At best then, the average unit under rent control has been 
raised only 10 percent. 

A 10-percent increase would mean that the average controlled unit has been 
legally raised from 108 at the beginning of rent control to 119 in October of 
1950 (1935-89 equals 100). Inasmuch as the rent index for October 1950 is 
132 (including both controlled and uncontrolled rents alike), it would appear 
that uncontrolled rents are very much higher, probably following the cost of 
living generally. . 

Bureau of Labor Statistics figures for the cities which have been decontrolled 
during the past 2 years show that rents have increased from 4 percent to 17 
percent after controls were removed, averaging about 12 percent to 13 percent. 
It would appear, therefore, that decontrolled cities have not increased rents 
much more than haye controlled cities during the same period. 

It will be said that the reason these decontrolled cities did not have sharper 
increases in rents after decontrol was because they were not decontrolled until 
after the housing situation was eased sufficiently to permit decontrol, and that 
if some of the more critical cities were decontrolled, rents would skyrocket. 
To the contrary, however, Los Angeles rents, which were decontrolled over the 
objections of the Housing Expediter, have increased by only 6.1 percent, accord- 
ing to the most recent report of the Bureau of Labor Statistics. 

An examination of the facts shows clearly that the need for rent controls even 
in 1942 was greatly exaggerated. It is true that there were “critical” areas where 
rents were climbing very fast, but most of the major United States cities in the 
Bureau of Labor Statistics regular panel exhibited little or no need for controls 
-at the time they were imposed. 
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Of the 35 cities in the study, 19 were rolled back less than 1 percent and 
obviously did not need rent control at that time. Seven other cities were rolled 
back from 1 percent to 3 percent. Imposition of controls under these circum- 
stances was debatable. Three cities were rolled back 4 percent to 7 percent, 
indicating that they probably needed controls. And the other four cities obviously 
did need control, being rolled back 10 percent or more. 

It would seem, therefore, that controls were imposed in most cities without 
any need or justification, and that the levels at which rents were frozen in these 
cities did not reflect any inflation whatever in contrast to other prices. 

Finally, it should be recognized that rent has almost ceased to be a major 
item of expense in the average household budget. In the past it has been said 
that 25 percent of a man’s income should go for his housing. While no abso- 
lutely reliable current figures on this subject have been compiled, the importance 
of rent in the cost-of-living index has fallen from 18 percent to 19 percent in 
the middle thirties to 12 percent and 13 percent in the postwar period. 

Ability to pay higher rents should be evident from this figure alone. On top 
of this, however, is the fact that per capita personal income today has risen 
so much faster than even the skyrocketing cost of living that the average 
family today has more than 40 percent above its 1935-39 average after allow- 
ing for the devalued dollar. In other words, the average family has 40 percent 
more money to spend now than it did before the war after allowing for inflation 
and higher prices. 

All of this adds up to these facts: 

1. Rents were frozen in 1942 at a lower level than any other commodity. 

2. Rent ceilings were more effective than those imposed on any other 
commodity. 

3. Rent controls were retained in most populous areas for 5 years after 
controls were removed from every other commodity. 

4. Decontrolled rent areas have shown no tendency to skyrocket in 
comparison with controlled areas. 

5. There is no question that rent increases have fallen far short of the 
publie’s increased ability to pay even in decontrolled areas. This is 
something that cannot be said about food and clothing. 


CONCLUSIONS 


In looking over the results of rent controls during and since World War II, 
it is now easy to see the mistakes that were made in approaching the entire 
problem. And with the benefit of this experience, it should be possible to 
avoid them in any future legislation to control rents. 

To summarize briefly, these were the mistakes: 

1. Rent controls were imposed in many areas before there was any need 
or justification for it. This includes almost every major city in the 
United States. 

2. Rents were frozen for the most part at levels well below those of 
other commodities. 

3. Rents were kept frozen at 1941 and 1942 levels while other prices 
were allowed to rise under controls. 

4. No program of any kind was developed in the postwar period for 
adjusting rents until long after everything else was decontrolled, and 
even then the program was not equitable or fair. 

New rent control legislation should, therefore, specifically provide: 

1. First, that rent controls shall not be imposed in any area unless and 
until the need in clearly and factually demonstrated. 

2. Rent controls should not be imposed in any area unless and until the 
rents in that area have caught up to the cost of living. 

3. New rent ceilings should not be inflexible while other commodities 
are allowed to rise. Periodic adjustments of new rent ceilings should be 
made to maintain an equity between rents and other living costs. 

4, Legislation to recontrol rents should provide within itself the means 
for decontrol at the earliest opportunity. Under no circumstances should 
rents again be kept under control after other ceiling prices are removed. 
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We submit that controls should not be imposed in any area until rents in 
that area reach a parity with the cost of living. Such a parity could be com- 
puted in several ways. For example: 

1. Using 1935-39 as a base period for establishing parity, rents should not 
be frozen unless and until they reach the cost of living (since both rent and 
the cost of living were 100.0 for the period.1935-39). Such a system would 
permit rents to increase about 33 percent before ceilings were imposed. 

In actual practice, however, some cities could rise more than 33 percent and 
others must less than that. Birmingham, Ala., would be immediately frozen 
because its rent index is already up to the cost of living. Some other cities 
would have comparatively little distance to go before reaching parity. Still 
others would have a long way to go. 

This does not mean that legislation embracing this parity system would, in 
effect, raise rents in the United States by an average of 33 percent. To the 
contrary, it is very,doubtful that many of the cities in this country would ever 
have to be frozen because rents would not rise enough to require it. Certainly, 
it would be very desirable to have that happen. 

In Los Anegeles the Housing Expediter was willing to grant an across-the- 
board increase in order to keep controls. After decontrol, rents have shown 
no tendency to increase nearly as much as he was willing to concede. 

2. A second possible system of parity for rents would be to assume that all 
areas which have been without rent controls for more than 6 months are now 
at parity. Areas still under control should be decontrolled for at least 90 
days. After that time, rents should be frozen in any area where rents were 
shown to be increasing faster than the cost of living generally, and only in 
such cases, 

Ideally, rent ceilings should not be reimposed in any area without a thorough 
study of housing in the area and affirmative action by the local government 
signifying the need for controls. Just as controls have been removed by local 
governments after examining the facts under the terms of the preesnt rent- 
control law, so should future legislation provide that controls be reimposed in 
the same manner. 

Because of the fact that many communities were originally controlled in 1942 
by the whim of an administrator who was primarily interested in furthering 
his own influence, this country had rent controls in virtually every city, town, 
and village, whether the controls were needed or not. Surely the local govern- 
ments of each community is in a better and more objective position to evaluate 
the need for rent controls in the community than such an administrator. 

Furthermore, each community should make a thorough, unbiased, and com- 
prehensive study of its own housing conditions, including vacancies, rent levels, 
and the condition of the housing before taking or denying action on recontrol of 
rents. 

In this manner, the known mistakes of World War II rent control legislation 
can be eliminated at the outset. The inequities and injustice admittedly suffered 
by thousands of landlords under this legislation need not be repeated again. 
And, at the same time, the natfn in a controlled economy need not do without 
a workable program of rent control. 
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STATEMENT OF CALIFORNIA STATE APARTMENT CONFERENCE, Parrick J. O'Donovan, 
ASSISTANT SECRETARY-TREASURER 


Mr. Chairman and members of the Banking and Currency Committee, my name 
is Patrick J. O'Donovan. I am assistant secretary-treasurer of the California 
State Apartment Conference and secretary-manager of the Apartment Associa- 
tion of Los Angeles County, Inc. I appreciate the courtesy you have extended in 
permitting our group to be heard by your committee. We oppose the adoption 
of H. R. 3871, the Defense Production Act. Particularly do we oppose title IV-A 
of the act. We maintain that there is no need for Federal rent control. It 
should have been abolished at the time all other controls were allowed to lapse— 
shortly after World War II. 

Federal rent control drove many thousands of rental units out of the rental 
market. It caused tremendous hardships not only on the property owners of 
this Nation, but on the tenants as well. Recognizing this fact, the Congress, in 
1949, adopted legislation which permitted local communities and States to rid 
themselves of Federal rent control. Many States, and hundreds of communi- 
ties took advantage of the “local option” provision and decontrolled rents. In 
the State of California, nearly every large community, with the exception of 
Oakland and San Francisco, decontrolled. Such cities as San Diego, Long Beach, 

’asadena, Glendale, Burbank, Santa Monica, Bakersfield, Fresno, Sacramento, 
Ventura, and Santa Barbara all took this action. Not one of these cities has 
suffered because of rent decontrol. 

Some of the cities whose names I have just read, have military installations 
within their corporate boundaries. Long Beach and San Diego are two such 
cities. Other communities have large numbers of military personnel in ad- 
joining military camps. Los Angeles has Fort MacArthur nearby, Ventura has 
Fort Hueneme—a Sea-Bee base as well as Point Mugu, a naval rocket-testing sta- 
tion, both within a few miles of the city. March Field is a short distance from 
Riverside, Calif., yet there is no hue or cry for rents to be recontrolled in that 
area. The same is true of the other areas 1 mentioned. No discussion of rent 
decontrol would be be complete without talking about Los Angeles, Calif. 

Before the decontrol of rents in Los Angeles, on December 20, 1950, the pro- 
ponents of rent control made many preposterous claims, such as, “mass evic- 
tions,” “chaos,” “300 percent rent increases,” “gouging,” etc. It has been over 
8 months since the rent lid was lifted here and not one of these claims has come 
to pass. 

Has there been “gouging? and “3800 percent rent increases”? Definitely not. 
A survey taken January 15, 1951, by allied groups in the rental field divulged 
the following information: 


Number of units surveyed______-_-____._____ 9, 462 
Number of units increased 6, 013 
Number of units decreased ‘ 227 


Number of units unchanged 3, 222 
Gross monthly rent before decontrol $435, 162. 55 
Gross monthly rent after decontro]l_____-__- $457, 091.18 
Average monthly rent before decontrol___-__-. ae oil $45. 99 
Average monthly rent after decontrol__- $48. 28 
Average increase since decontrol , $2. 29 
Percentage increase since decontrol_____.__-_--------_-____-_- 5.5 

The Bureau of Labor Statistics for the western region, in a release issued 
March 26, 1951, stated that for the period from November 15, 1950, to February 15, 
1951, rents increased only 6.1 percent. Further they show an increase of only 
8.5 percent from June 15, 1950, to February 15, 1951. For this same period 
(June 15, 1950-February 15, 1951), food increased 12.5 percent and house fur- 
nishings moved upward 10.7 percent. On the Consumers’ Price Index (1935-39= 
100) the rent index is less than all other items except fuel and ice. It is 67.5 
points under the index for food and 42.2 points under the index for house 
furnishings. 

It is interesting to note that according te the California Department of Indus- 
trial Relations the average hourly earnings of all manufacturing production 
workers in the Los Angeles area was $1.71 per hour in January 1951. On the 
basis of a 40-hour week, these employees earned $68.40. On the basis that 
20-25 percent of a month’s wages should normally be set aside for rent pay- 
ments, the average worker in Los Angeles who rents, enjoys a distinct position 
when comparison of his weekly wage is made with the average monthly rent 
of $45.99. 
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Apropos of rental increases, it is strongly rumored that the city housing 
authority of the city of Los Angeles is considering increasing rents in the units 
under its jurisdiction an average of 30 to 40 percent. Compare this with the 6.1 
percent reported by the Bureau of Labor Statistics. 

Many claims were made and are still being made, that a housing shortage 
exists in the city of Los Angeles. Nothing could be further from the truth. The 
Peacock survey, taken during the latter part of March and early April of 1950, 
showed a vacancy factor in rental housing accommodations of over 4.5 percent. 
In order to show that an increased vacancy percentage now exists, one only has 
to compare the number of classified “ads” in the Los Angeles Times on April 2, 
1950 (during the time Peacock survey was taken) with the number on April 1, 
1951. Mr. Spaulding, manager of the classified sections, states that there were 60 
“Wanted to rent” ads run on Sunday, April 2, 1950, and only 35 such ads on 
Sunday, April 1, 1951, a decrease of 41.6 percent. A total of 644 ads offering 
apartments, flats, and houses for rent were run in the paper on April 2, 1950, 
while 1,065 such ads appeared a year later. This represents an increase of 39.5 
percent in units offered for rent: 

Preliminary figures from a survey now being taken by the Apartment Associa- 
tion of Los Angeles County, Ine. (copy of questionnaire attached), shows a 
vacancy factor in excess of 7 percent. The survey covers all areas of the com- 
munity, all types of rental housing; and units in every rental range. It is inter- 
esting to note that, in connection with this survey, owners indicate that many 
units remain vacant for lengthy periods of time. An interesting case involves a 
double apartment in the 700 block on South Carondolet which when vacated by 
the tenant, was rehabilitated at a cost in excess of $400. The rental approved 
by the Office of Housing Expediter was $75.30 per month. It was vacant for 
over 1 month during which time it was offered for $75 per month. Another ex- 
ample of the present vacancy trend involves a building on Pico Boulevard. This 
structure contains 87 units. In excess of $100,000 was spent on rehabilitation— 
yet 46 apartments were vacant at the start of the survey. A third example, in- 
volving another class A building of 68 units, shows an expenditure of over 
$60,000, yet there is at present 20 percent of the units vacant. 

You will note that one of the questions in the survey relates to the amount 
spent on rehabilitation since rents were decontrolled in this area. This question 
was asked in order to determine the approximate amount of money which accrued 
to the benefit of various types of business. The preliminary figures show that 
in 2,030 units (including the preceding examples) a total of $261,448.28 was spent 
by the property owners—in less than 4 months. 

The matter of evictions was a matter of great concern to those groups ad- 
vocating continuation of rent control. Claims were made that thousands of 
persons would be forced into the streets. Let us see what actually happened. 
In the 83 months preceding decontrol a total of 271 filings were made with the 
clerk of the municipal court, as follows: 


Percent of fil- 
Number ings to total 
of filings | rental units 
(350,000) 


Month: 
October __. : ; : ‘ ; adeeloend 229 . 065 
Id : eplitic atest ae 242 . 069 
December I e sia ieice atic rabies chile eneaoa de 250 . 071 


On the basis of 67 actual working days there were 10.7 eviction cases filed each 
day. In the 3 months following decontrol a total of 1,316 filings were made with 
the court as follows: 


| 

| Percent of 
Number of | filings to total 
rental units 
(350,000) 


filings 


January ---.._. in clpeaiin wheel ties A anesicitb icin ak ie Mees tracy ties cl aAahech, 412 | 
iE sec tical te deenet id ata talk catia abana Osiris cate Ao 553 


| 
Month: 
March ._.- ; iueee a eubiatie ike Soeaneee -| | 
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There being 72 actual working days during this period, an average of 18.3 filings 
were made per day. It is interesting to note from these figures that from a peak 
of 553 in the month of February, the activity dropped to 351 in March. In- 
cluded in the filings are a number of unlawful detainers filed by the city housing 


- authority. A check with the county marshal’s office discloses that 14 writs of 


possession were actually issued in October 1950 despite the fact that 229 un- 
lawful detainers were filed. In March 1951, 31 writs were handled by the 
marshal’s office while 351 eviction filings were made. The ratio of writs to 
filings appears to be nearly the same before and after rent control. 

As an indication of the general feeling of the voters in this city, rent control 
was not an issue in any of the councilmanic races at the recent primary election. 
Nine of the ten councilmen who voted for decontrol were reelected at the pri- 
maries while the tenth was defeated for other reasons. 
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In the fourth largest city in the country, and the largest yet decontrolled, 
rent control has become just a memory. 

From the foregoing facts one, and only one, conclusion can be made. The 
citizens of this community benefited from the decontrol of rents. 

Tenants’ rents were not increased exorbitantly. Where increases occurred, 
in almost every instance, rehabilitation took place making the rental accom- 
modation more desirable. Tenants, because of the increased vacancy rate, 
‘an “shop around.” Painters, plumbers, roofers, upholsterers, furniture and 
carpet distributors, etc., were benefited from the money spent on refurnishing. 

Owners, once again, operate their properties without Government interference 
under the time-proven law of supply and demand. 

Attached hereto are charts, showing rents as related to various items in the 
cost of living. 

Also attached are editorials and reports from: Bureau of Labor Statistics, 
Los Angeles Times, and Long Beach Independent. 


RESIDENTIAL INCOME VACANCY SURVEY 
By 
APARTMENT ASSOCIATION OF LOS ANGELES COUNTY, INC. 
Suite 315 Holm Building -- 3923 West 6th Street 
Los Angeles 5, California 
DU nkirk 44131 
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3 Type Furn, 
Se 


4 BACHELOR APT 
(1 Rm. & Beth) 


SINGLE APT. 





Kitchen and Both) 


TRIPLE APT. 





MULTIPLE APT. 
(Liv. Rm, 3 Bed Rims, 
Kitchen and Both) 


9 TOTAL 


Single Family 
Vi Residence 
For Rent 


—- 





2 TOTAL 











Amount spent on rehabilitation since 12/20/50 

Number of units where rents were increesed since 12/20/50 
Number of units where rents were decreased since 12/20/50 
Gross monthly rent before decentro! 

Gross monthly rent os of 4/1/51 


¥ you do not desire te onewer questions 14, 15, 16, ond 17, give percentoge of increcse on ol! rents 


ALL INFORMATION SUBMITTED WILL BE 
KEPT CONFIDENTIAL. ONLY TOTAL 
FIGURES WILL BE USED. 
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{Editorial reprint from Los Angeles Times, Friday, April 20, 1951] 


Po.uitTicAL Hokum 


Last August, when rent control was a live issue and the city council majority 
voted for decontrol, there were a lot of wild threats against this majority along 
the line that the vengeance of an outraged electorate would be visited upon them. 

But what are the facts? In the recent primary election 9 of the 10 councilmen 
who voted for decontrol were reelected, Don Allen being without opposition. The 
other eight decontrollers selected at the primary were J. Win Austin, George P. 
Cronk, Ed J. Davenport, Ernest E. Debs, Harold E. Henry, John C. Holland, 
L. E. Timberlake, and Leland S. Warburton. 

Lloyd Davies was the tenth councilman who voted for decontrol and he was 
defeated for reelection, but the issue of rent control did not enter into the con- 
flict. The people of the district decided that Davies had not devoted sufficient 
time to his city hall duties. 


STATEMENT OF CENTRAL ILLINOIS Pustic Service Co. 


This statement is made on behalf of Central Illinois Public Service Co., an 
electric and gas public utility serving 500 cities and communities in the central, 
eastern, and southern portions of the State of Illinois: and is in opposition to 
subsection (c) of section 104 of S. 1897, which subsection contains a proposed 
amendment to paragraph (v) of subsection (e) of section 402 of the Defense 
Production Act so as to require utilities to give notice of all proposed rate in- 
creases to the President or such Price Stabilization Agency as he may designate, 
and to consent to the intervention of such agency before the regulatory authority 
having jurisdiction to consider such increases. 

The Defense Production Act, as it now stands (sec. 402 (e) (v)), provides for 
such notice and consent to intervention only with respect to any proposed in- 
crease in rates for utility services “sold * * * for resale to the public.” 

The proposed amendment is unnecessary because of the governmental control 
over electric and gas rates which is already exercised by State and Federal com- 
missions. 

State commissions, with adequate control over the prices at which intrastate 
sales of electricity and gas can be made, exist in all but six States, and in these 
six electric rates, and in most of them gas rates, are subject to control by local 
municipalities. Interstate electric and gas rates are controlled by the Federal 
Power Commission, and in some instances utilities are subject to dual control 
by both State and Federal commissions. 

The chief purpose of the presently existing regulation is the control of prices, 
and the effectiveness of the regulation is shown by comparison of the low prices 
of electricity and gas to nonregulated prices, and the low return to the utilities 
with the return to nonregulated industries. While there may be need of Federal 
control for the prevention of price increases by nonregulated industries, the 
history of State and Federal regulation over electric and gas prices shows ade- 
quate prevention of any undue increases in the prices of those commodities. 

There is a well-recognized distinction between electric and gas utility com- 
panies on the one hand and nonregulated utilities on the other, in respect to 
obtaining their respective capital needs for necessary enlargement and exten- 
sion of facilities. 

Not only must electric and gas utilities procure practically all of needed capital 
for extensions through the sale of securities whereas capital needed by manu- 
facturing industries can be said to flow largely from retained earnings and other 
internal sources, but electric and gas utilities must compete with such other in- 
dustries for their required capital notwithstanding that their earnings are held 
well below their nonutility competitors. 

Further objection to the amendment lies in its wasteful duplication of public 
effort. 

Undoubtedly the authority to be given by the subsection will be exercised, if 
granted. History under the prior act during the late war clearly and certainly 
indicates this, and that as a result there will be a wasteful use of manpower, 
money and time, not only on the part of the Federal Government but that of the 
State commissions, regulatory bodies and the utilities as well. 
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CONCLUSION 


The above-named company urges that this committee omit subsection (c) of 
section 104 of S. 1397, “Defense Production Amendments of 1951.” 
CENTRAL ILLINOIS PUBLIC SERVICE Co. 
By N. C. BurEwA tt, Vice President. 
Srevens & HERNDON, 
916-931 Illinois Building, Springfield, Illinois. 
Its Attorneys. 


Los ANGELES 16, Cauir., March 20, 1951. 
Senator MAYBANK, 
Chairman, Senate Banking Committee, 
United States Senate, Washington, D. C. 

My Dear SENATOR MAaypBankK: I read in this morning’s Los Angeles Times 
your comments on rent control, and the fact that the sentiment in Congress is 
that the present wage-price control law is adequate. I am a wife of a Naval 
Inactive Reserve. My husband, James F. Chavos, First Evacuation Hospital, 
KF. M. F., Camp Pendleton, Oceanside, Calif., was called to active duty on a 
4-day notice. We made an appeal for an extension of time until we were able 
to settle our personal matters but this extension was not granted. We have 
been living in an OPA apartment for the past 3 years. We have done all the 
painting and repair work. Our landlord, Mrs. M. Herman, 3230 West Adams 
Boulevard, has not spent a single cent for repairs in our apartment since 
August 1947. As soon as the rent ceilings were removed, our rent was increased 
from $72 a month to $100 a month. 

On December 4, 1950, I had to have a major operation. We have gone into debt 
over $700 since my husband was called into service. My husband left his fine 
job at Columbia Picture Corp. to serve his country at a time of a national emer- 
gency, yet his family, the dearest thing to him, can barely afford to live from 
one month to the next month. Mr. Chavos was able to be home this past week 
end, but I could not afford to purchase a decent piece of meat for a family 
dinner. Now just how can a family live on $170 a month if our rent is $100 a 
month, and “ground round” sells for 70 cents a pound. 

If the Senate does not feel that it is necessary to take at this time economic 
measures to protect reservist families, then I believe that they should be released 
before they are completely bankrupt. 

How can this man defend his country when he is overtaxed with problems 
concerning the survival of his family. 

I would be most grateful if you and your committee would review again the 
economic problems which confront families of reservists. 

Sincerely yours, 
Mrs. JAMES F. CHAvos. 


STATEMENT OF CITIZENS’ COMMITTEE FOR RENT CONTROL, CHICAGO, ILL. 


Affiliated organizations, (partial list): American Veterans Committee, Brother- 
hood of Locomotive Firemen and Engineman, Catholic Labor Alliance, Chicago 
Ethical Soviety, Chicago Federation of Labor, Chicago Industrial Union Council, 
CIO, Chicago Tenants Federation, International Association of Machinists, 
Independent Voters of Illinois, Japanese American Citizens League, Jewish Labor 
Committee NAACP: Illinois State Conference, NAACP: Chicago Branch, Urban 
League, Chicago Housing Conference. 

The Congress, in considering the need for the last extension of rent control 
in 1950, heard reports and statistics from the Chicago area, which showed that 
the creation of additional housing units had fallen behind the rate at which 
families in need of housing had increased in number. Sample census and survey 
reports showed this shortage of housing units to be above the 100,000 figure mark. 
Committees of the Congress have repeatedly stated that rent control is a tem- 
porary safety measure needed to protect the whole economy until a normal 
relationship is established between the number of housing units and the number 
of families in the market for shelter. 

We must report to the Congress at this time that no progress has been made 
in the Chicago area toward reducing the numerical difference between supply 
and need for adequate housing. Figures included in this report to you show that 
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the small net gain in construction over demolition and other losses failed to keep 
pace with the increase in the number of families needing shelter. In the ten-year 
period, new plus old housing units increased 12 percent, but familities increased 
15 percent. 

We must further report to you, that because of the factor of price, the Chicago 
area builder has suffered a materially reduced market for the homes he can 
build. Typical costs of new construction in Chicago, whether single family or 
multiple units, fall in the area of $38,000 per room. Of the families who now 
need housing, 292,000 according to the best sources of information, 130,000 earn 
$3,000 or less, and cannot afford to buy or to rent new construction. In fact, al- 
most all housing constructed in this area in recent years can be rented or pur- 
chased only by those earning more than $5,000 per year. A small fraction of 
those in the market for housing have such incomes. It follows that the need 
to regulate the Chicago rent market is a desperate need, which will continue 
until a practical solution to the matter of supply is in actual operation. 

Since the end of World War II, Chicago, the Nation’s second largest city, has 
produced new housing units at the astonishingly low rate of about 5,000 per year. 
It has managed to contain its increasing population only by means of doubling 
up families, converting single-family units to multiple-family use, and by various 
forms of temporary housing. Since relatively few of these people are in the 
market for the new housing being built, they must solve their individual housing 
problems by seeking housing in this limited market of existing housing. Those 
least able to compete are the families with children, both because of their added 
living costs and because landlords consider children undesirable in a tenant 
family. 

If Congress does not renew and strengthen the rent control law, the amount 
of widespread human suffering and hurt—particularly to the families of defense 
workers, smnall business people, and those living in fixed income—will be in- 
calculable. 

The housing shortage, grown more serious in the last year, now poses a serious 
problem as we move into the period of increased production for national defense. 
Chicago is a major center for the manufacture of electronic, and farm equipment, 
and leads in the making of stamped and fabricated parts. Its industry will sup- 
ply a major share of the parts and subassemblies which will be subcontracted 
by prime contractors all over the country. 

To do this job, Chicago must have, and can secure, needed skilled labor. The 
Illinois department of labor reports that the unemployed labor supply now in 
the city is dangerously near rock bottom. At the same time it is noted that 
defense orders held by Chicago businesses have in the main been “pilot” or token 
orders only. Full production, expected soon, will mean Chicago will draw on 
the labor force now living in the small towns and rural areas of the State as it 
did in World War II. 

The ability of the city to provide for the influx of such additional labor is 
seriously curtailed by the shortage of housing. Rent control is an absolute 
necessity for the effort of both industry and Government to make the best pos- 
sible arrangements for this necessary and increasing labor force. 

Lack of rent control would strike a body blow at the manufacturing potential 
of the entire area. Such a program must be recognized as vital, not only as a 
part of the machinery by which Government attempts to prevent inflation, but 
us an indispensable part of the machinery by which the people of this Nation 
prepare to defend ourselves and our fundamental way of life. 

Since the end of World War II we have all hoped that rent controls could be 
removed. We hoped that the extent of peacetime residential building would be 
such that there would be an end to the tragic housing shortage and consequently 
an end to the need for rent controls. Unfortunately, as we have seen, this is not 
so, and the Korean War and international tensions postpone indefinitely the time 
of full conversion to peacetime building. 

During the years that rent control has been in operation, it has served a valu- 
able function. It has prevented runaway rents throughout the country; has pro- 
tected the honest, fair-dealing landlord against the unscrupulous acts of a few; 
and has prevented wholesale evictions and their consequent tragic social costs to 
family and community life. 

There are a number of weaknesses in the present law. Tenants hesitate to 
report widespread bonuses, overcharges, and curtailment of services for fear of 
evictions on technical grounds, and other, more subtle types of retaliation by 
unscrupulous landlords. There is no argument against legitimate increases 
which recompense a landlord for increases in operating expenses, and the cost 
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of rental housing has been going up. Chicago's average monthly rental is now 
the third highest in the country. Unfortunately, a large part of this cost reflects 
increases obtained illegally. Increases for which the remedies provided by the 
rent law and its administrative staff have proved too slow, too remote, and too 
ineffective. We need a stronger law and better enforcement to restore public 
confidence in rent control and to prevent the type of violations we have noted here. 


SOME SUPPORTING DATA 


The census reveals that Chicago is a city of over 3,600,000 people in a metro- 
politan area of about 5,400,000. The same source establishes that there are 
1,330,000 families in the city alone, and 1,108,000 dwellings to house them. 

If these 1,108,000 dwellings were a fixed housing asset of the city, Chicago 
could then count each new construction as a gain in solving its problem, But 
Chicago is a city in which there has been no sustained program of repair and 
good upkeep. Therefore, 173,000 of these homes, according to the census, are in 
the late stages of decay and deterioration. The Chicago community inventory 
report shows that in the central areas, the heart areas of Chicago, two startling 
facts appear simultaneously. First, the total number of housing units in these 
areas has increased 25 to 40 percent. Yet in the same period, and in the same 
areas, the total of new construction has been less than the total demolition. The 
66,000 additional housing units were created by making as many as 6 or 7 tiny 
units from 1 former housing unit. 

Much Chicago slum housing rots, decays, and burns down in the course of a 
year. More of it is being destroyed under meager slum clearance and public 
housing programs. Badly needed as these programs are—and we would not wish 
to see such building progress held up—this construction adds thousands more to 
the number of Chicago families in need of shelter. 

Chicago’s City Council has decided that public housing must be built mainly 
on slum land and not on the city’s 20 square miles of vacant land. Thus, exist- 
ing housing—inadequate though it is—is torn down, so that other housing may 
be built. People living in these areas are then thrown into the heartbreaking 
competition for the little available shelter. Necessary superhighways and new 
hospitals arebeing built in low-income residental areas from which thousands are 
being ousted. There is no available housing at the price level they can afford 
ready to receive them. A private housing project is being built on an area for- 
merly housing 2,700 families. The new project will provide for 1,400 new units 
in the next few years, but at rentals which the former residents of the area cannot 
afford to pay. 

The effect of Federal restrictions on credit and materials struck Chicago 
building at it did building elsewhere. At this moment, and for the period dur- 
ing which the national emergency continues to restrict materials, Chicago build- 
ing will not meet the numerical loss in housing units, and will do nothing what- 
soever to meet the huge backlog need for shelter in this city. 

The Tlinois department of labor sets $200 million as the total of defense orders 
held by industry in this area up to February 1951. This is, of course, a small 
amount in terms of the manufacturing facilities in the area. Meanwhile the 
Ford Co. is reopening a huge plant to make plane engines, and other facilities 
are being readied or converted for war production. In the face of this situa- 
tion unemployment in the entire area reached a low of 81,000. The department 
of labor considers 35,000 unemployed to be rock bottom. That is, in a period 
of actual full employment, 35,000 people are “between jobs, ill, idle because of 
plant conditions,” ete. 

Thus Chicago, facing a need for many tens of thousands of workers to man 
its expanding industry is almost without a labor reserve at this time. The 
surrounding area, beyond the commuting distance, contains many available 
workers, and Chicago industry in the last war drew from neighboring farm 
States. Whether these workers, who left Chicago at the end of the war, will 
be able to return to meet the coming need of Chicago’s industry depends directly 
on their ability to find housing they can afford in and around the city. 

According to the Illinois department of labor, the city of Chicago will need 
300,000 additional workers if full mobilization and production goes ahead. 

Some indication of the inflationary effect of freeing rents from eontrol is 
found in the seales of rental charges for uncontrolled and decontrolled shelter 
in Chicago. The New York Life Insurance Co. project, with financial aid from 
the Government plans to charge $20 to $26 per room. Another publicly aided 
project, Chicago Dwellings Association, will charge $25 per room. Private build- 
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er® are currently charging as much as $50 per room for nonluxury new Ccon- 
struction. Decontrolled units are currently renting in the $100-per-month level, 
and upward, almost without regard to physical condition. 

The above facts must be considered in the light of the ability of Chicago area 
people to pay rent. The State Department of Labor's latest published figures 
show that the average weekly earnings of Chicago’s employed workers is $67.33 
per week. Thus “free market” or uncontrolled rentals are approximately a half 
month’s earnings for the average employed worker. 


CONCLUSIONS AND RECOMMENDATIONS 


Shelter for the Nation's people is, in this year and the next few years to 
come, an element as important as any in the provisions for production for 
defense. It is the element which can curtail or facilitate production in a given 
area. It will be the controlling factor in the allocation of many contracts. 
Whether rents are controlled effectively is likewise a major item in the whole 
effort to prevent run-away inflation. No rent control, or ineffective control, 
will of itself upset and overthrow the balance Congress and the administration 
are attempting to maintain between prices, wages, and supplies of goods. 

A year ago the chief justice of the Chicago municipal court predicted that 
lack of controls on evictions would cause serious and violent disorders, this 
is still a correct analysis of the potential situation. 

For the strongest of economic, humanitarian, and national security reasons 
the Congress is urged to continue and extend rent controls. We urge that 
controls be extended for the duration of the emergency in the housing situation. 
Short-term controls are unreulistic in the light of the present national and 
international scene, since under present circumstances the hope of sufficient 
residential building to meet the demand is most remote. 

To strengthen the act and restore general confidence in the effectiveness of 
rent control we urge that the new law contain provisions to accomplish the 
following: 

1. Penalities and criminal sanctions strong enough to discourage violations 
of the act. 

2. Fuller investigative powers for the Administrator and his staff. 

3. An administrative staff large enough to make provisions effective 

4. Recontrol of decontrolled areas, roll-back of rents to a fair level 

5. Fair controls on new construction, converted units, and other forms of 
residential housing not now under controls. 

6. Controls on commercial rents. 

7. A budget adequate to effectively administer the law. 


TESTIMONY OF Mrs. OLuIe P. Jones, CHicaco TENANTS AND CONSUMERS COUNCIL 


My name is Mrs. Ollie P. Jones. I ama representative of the Chicago Tenants 
and Consumers Council, formerly known as the Chicago Tenants Action Council. 

My organization is the only active tenants’ organization in Chicago. We have 
attempted to protect tenants against landlord violators through advice and 
information about their rights under the Federal Rent Control Act. We are also 
concerned with the way the local rent area office has handled the enforcement 
of the Rent Control Act. 

Obviously, the tenants of Chicago are vitally interested in not only extending 
rent-control legislation, but also in strengthening it. On behalf of the vast 
majority of tenants in Chicago. and in the name of my organization, I am asking 
that the Rent Control Act be extended and strengthened as follows: 

1. A 2-year extension of rent control. 

2. Control of all housing, including conversions, new housing, hotels, and 
commercial units. 

3. No rent increases. no evictions. 

4. Stiff criminal penalties against landlord violators. 

5. Sufficient appropriation of money for effective enforcement. 

My organization last year appeared before the Senate Banking Committee and 
presented a picture of the actual housing conditions in the'city of Chicago. If 
anything, 1 assure the committee that the housing picture in Chicago today is 
worse than it was last year. Chicago now has the reputtation of having the most 
serious housing shortage in the Nation, and it is increasing its unenviable reputa- 
tion from year to year. 
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In addition to the reason given in our testimony before the Senate Banking 
and Currency Committee for the necessity of continuing rent control, I wish to 
submit the following metropolitan newspaper article as further evidence for the 
need to continue rent control and clean up the irresponsible administration of 
Mr. Norman Shogren, of the local area rent office. 


“UNITED STATES AIDES FAIL TO CURR RENT SHYSTERS 
“( By Charles Finston) 


“The Federal area rent control office today conceded its inability to stop wide- 
spread abuse of laws aimed at stamping out mass evictions and rent gouging 
by a small class of shyster landlords. 

“Norman B. Shogren, Chicago area rent control director, stated frankly that 
shyster landlords are squeezing tenants in tenement hovels for rent payments 
well over prescribed ceiling rates, with impunity. 

“Yet, Shogren shrinks from assuming any responsibility for 39 firetrap deaths 
in the last 15 months, claiming that his office is staffed with only 10 inspectors 
who find it physically impossible to check on violators of Federal laws and 
injunctions. , 

“Yesterday the Herald-American disclosed that Shogren's office has done 
nothing to comply with a ‘blue ribbon’ coroner’s jury demands to prosecute a 
shyster landlord for criminal negligence for 10 deaths in a match-box hovel fire 
in October 1947. 

“Insist on prosecution.—Shogren’s failure to act was coupled with similar 
bungling of duty by City Hall Building Commissioner Roy Christiansen, re- 
putedly a top engineer and architect. 

“The coroner’s jury of top citizens, in their edict to Shogren, insisted that a 
shyster landlord be prosecuted for ‘loading’ a tenement beyond its lawful hous- 
ing capacity in a move to extract greedy profits from poor persons’ pockets. 

“Shogren pleaded to a reporter: ‘This is misleading to the public because our 
office has no such power in accordance with the rent law.’ 

“Yet, Shogren itemized strong powers of court injunction open to his office 
which, he concedes, simply waits until complaints-.roll into him. There is no 
check-up on violations, even after injunctions restraining violations are won in 
Federal or State courts. 

“Homan condemned.—In the case of the 10 deaths 15 months ago, a millionaire 
shyster landlord known as Samuel M. Homan was condemned by the ‘blue rib- 
bon’ jury for ‘loading’ the ill-fated tenement at 940-42 West Ohio Street, and 
getting excessive rents. 

“Yet, Shogren said he did nothing about going after Homan, who is still operat- 
ing the North Side hovel and others. 

“Shogren was handed the extreme case of Gus Hussos, of 440 Washington 
Boulevard, Oak Park, another shyster who has piled up a fortune by capitalizing 
on poor men’s misfortunes in a chain of firetraps. 

“Injunction issued.—Although Federal Judge Igoe issued an injunction last 
fall restraining Hussos from collecting overceiling rents in a seven-story firetrap 
at 882 East Pershing Road, this shyster has refused to comply. He even refused 
to fireproof the ‘hole.’ 

“Again, Shogren admitted his office has done nothing about it, until the Herald- 
American exposed the dangerous situation a week ago. Now, he said, efforts 
will be made to penalize Hussos for being in contempt of court. 

“There are other cases like Hussos’, all cut out of the same pattern and cited 
in the Herald-American, although a number of others still await public exposure. 
All operate with apparent immunity. 

“Shogren was asked why the shyster-landlord evil cannot be stopped at its roots 
by having Federal control officers challenge cases in municipal courts where 
landlords plead for evictions, claiming necessity for repairs to dwellings. 

“He replied : ‘There is no provision in the rent law making it mandatory for us 
to check local courts for illegal evictions. If there is one, the job falls under 
the jurisdiction of the United States Expediter’s Office.’ 

“Shogren dodged the issue further by claiming that it is the duty of tenants 
to report rent-ceiling violations or unlawful evictions. He went on: ‘In all prob- 
ability, many tenants who are paying double the legal rent are afraid to complain 
because landlords may force them out.’ 

“Takes responsibility—Shogren forgets that in July 1947 he issued a public 
statement: ‘It is our (the Federal rent office) responsibility under the Housing 
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and Rent Act to check all leases to see that all things necessary to be done are 
done, and to make equally sure that no evasive provisions are included, whether 
deliberately or by mistake.’ 

“Shogren said that little, if any, effort is made to take advantage of powers 
to permit tenants to remain on premises during repair jobs to block shyster land- 
lords’ subterfuge moves. He claimed his office lacks policing powers. 

“Shogren expressed chagrin and denials at reports of favortism shown by some 
of his agents to landlords, although the Herald-American has evidence of this 
as generally understood by the public. 

“But, it must be remembered that Shogren and three others in his office are 
the same ones who last fall advised some 550 apartment-building owners to be 
classified as hotels, and thus be decontrolled from rent ceilings. 

“Meanwhile some 500,000 persons living in overpriced rat-infested tenements 
keep looking toward the city hall and the State house in Springfield for a har- 
binger of new housing, signalized by spading of dirt. 

“They are asking whether elected officials are waiting for another Chicago 
Fire of 1871 before building new homes.” 

The lax administration revealed in the article in this paper holds just as true 
today. Mr. Shogren in the article states he cannot enforce the provisions of 
the Rent Control Act because of lack of personnel. This is partly true. It is 
untrue to the extent that when our organization has attempted to obtain the 
necessary information through the rent office, Mr. Shogren and his underlings 
have put one obstacle after another in the path of tenants who need this informra- 
tion. For instance, in 3001 West Washington Boulevard there are four-room 
apartment units, which, at one time, according to our information, were paying a 
weekly rental of $16. Today, these four-room apartments have been in the 
main rented out to three different tenants and the total rental collected is $50 
or more per week. 

In another building, at 2529 West Adams Street, the tenants are paying ap- 
proximately a total of $60 per week, or over $250 per month for an apartment 
which could not have rented for more than $50 per month. We have requested the 
ceiling rentals on the Adams Street unit in writing since May 14, 1951. To date 
we have not received the information from the area rent office. 

Most tenants who have attempted to obtain their rent ceilings at the rent office 
have informed us that they have been unable to get this information from the rent 
office personnel. 

We can cite numerous cases of this type. However, the important point I 
wish to make to the committee is that if there were no rent controls, this is 
what would happen to rents in Chicago. It takes simple arithmetic to show that 
the increase from ceiling rentals is more than 100 percent, or 200 percent, or 
300 percent, if the committee pleases. 

We also wish to cite the following information: The United States Department 
of Labor shows that the average rent for units not subject to control regulations 
is almost twice as high as the rents in controlled apartments. For those units 
not subject to rent control the average rent was $92.40 per month. This monthly 
rental figure was compared with an average monthly rental of $46.07 based on 
January 1950 survey of rented dwellings in the Chicago area. 

The tenants of Chicago need the protection of strong rent control because, 
according to conservative official estimates taken from the annual report of the 
Chicago Housing Authority to the mayor of Chicago dated September 3, 1950, 
Chicago has a shortage of 338.000 units. This figure does not take into con- 
sideration natural deterioration, slum-clearance projects, highway projects, 
natural increase in population, loss through fires, ete. Obviously, official Gov- 
ernment figures are conservative. However, our own estimate made of the 
housing needed for the city of Chicago is very close to half a million units. As 
long as such a shortage exists, the tenants will be at the mercy of the landlords, 
and the tenants of Chicago, therefore, desperately need continuation of rent 
control. 

Another reason why the tenants of Chicago must have continued rent control 
is the problem of the increase in the cost of living. If the committee pleases, 
the familv pay check can stretch only so much and if larger and larger bites are 
taken from that check for the barest minimum of food essentials, other needs 
such as proper clothing, medical needs, etc., cannot be met. The tragedy of this 
situation is that already many of the tenants, because of the evorbitant rental 
they have been forced to pay, are not able to meet even their essential food 
needs. The double squeeze that the averave family in Chicago has to hear— 
paying high rents and high prices—will not only undermine any semblance of 
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the American standard of living, but is already causing very serious hardships, 
Therefore, the basic standard of living of Chicago tenants, as well as tenants 
throughout the Nation, must be protected effectively by the Federal Government. 

Our organization believes that the extension of rent control as it is administered 
presently, especially in our Chicago area rent office, would mean very little unless 
it is strengthened. We believe that the new rent law must have very strong 
penalizing powers against landlord violators, and we believe that the leeway 
left open to interpret such penalizing powers must not be left to the discretion 
of irresponsible rent law administrators. We wish to stress this point because 
the tenants of Chicago have in the main reached the conclusion that the adminis- 
tration of the rent law in our area, under Norman B. Shogren, has consistently 
attempted to interpret any provisions of the law in favor of the landlords. 

Such interpretations in most cases have violated explicit provisions of the 
Rent Act itself. We are referring to section 204 (b) (1). According to this sec- 
tion of the 1949 amendment to the 1947 Rent and Housing Act, “Housing Expedi- 
ter shall by regulation or order make such individual and general adjustments in 
maximum rents * * * Provided, however, That the landlord certifies that 
he is maintaining all services furnished as of the date determining the maximum 
rent and will continue to maintain such services so long as the adjustment of 
such maximum rent which may be granted continues in effect.” The intent of this 
provision is clear and the Congressional Record dated March 15, 1949, bearing 
the remarks of Representative Javits, of New York, explaining the reason for 
this amendment are also clear and explicit. Yet, despite this, Mr. Shogren and 
the area rent office have violated this provision. We believe that this section 
should not only be included in the act for the coming period, but that it should 
also be strengthened so that it cannot be misinterpreted by any of the area rent 
offices in the country. 

Another serious situation that has developed in Chicago is a result of the 
area rent office’s approving evictions without checking into the validity and/or 
refusing to take any action on illegal conversions which have been undertaken 
by landlords without any authorization from the rent office. Mr. Shogren is 
aware of this, but has done nothing to correct this situation. 

The rent law apparently must protect the tenants of Chicago not only against 
landlord violators, but also against certain types of lax and irresponsible admin- 
istrators. 

3ecause high prices have already dangerously lowered the living standard 
of Chicago families, and because the ending of rent controls would lead to mass 
evictions, hardships, and broken homes, and because of the Federal and local 
governments’ failure to meet the need for housing, the tenants of Chicago in 
order to protect themselves need continuation of rent control and respectfully 
request this committee to recognize their needs and act accordingly. 


JERSEY City, N. J. 
Mr. Burnet R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


HONORABLE Sir: In reply to the request of Mr. A. Lee Parsons, clerk of the 
committee, as of May 10, 1951, we hereby submit the enclosed brief in 30 copies, 
2 copies to be delivered to each member of the committee. 

This is being done as ordered by you as chairman of the Committee on Banking 
and Currency of the United States Senate. 

We hope that this will find the proper consideration by you and your committee. 

We submit this in the conviction that the enclosed brief, if incorporated in the 
record of the hearing, will contribute a great factor toward eliminating friction 
between landlords and tenants, and free the Office of Housing Expediter’s staff 
from the necessity of having elaborate legal staffs in order to prosecute these 
cases of violations as shown herein. 

Very truly yours, 
JOSEPH CION. 


May 31, 1951. 


This brief is submitted with the conviction that the same, if seriously con- 
sidered by the members of the Committee on Banking and Currency of the United 
States Senate, will contribute a great factor toward eliminating friction between 
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landlord and tenant, and will do away with a significant part of the legal staffs 
of the Offices of Housing Expediter who prosecute violations. 

It is well known that common practice today for landlords and tenants (espe- 
cially when a vacant apartment becomes available) is for the tenant to sign a 
written agreement (or oral) whereby he offers to pay an increased rental over the 
maximum (usually 15 percent) in order to secure the apartment and to compen- 
sate the landlord for increased costs. Often the landlord gives additional services 
and improvements for this increase—suhe as a new stove, new sink, ete.—and 
this is included in the agreement. This arrangement is satisfactory to both tenant 
and landlord. This development has occurred, we believe, due to the fact that 
such an arrangement was legal up to 1949. The practice has received impetus 
due to the fact that New York State has legalized such arrangements. 

However, if the Office of Housing Expediter is informed of such an arrange- 
ment, he calls the tenant in, advises him not to pay and institutes legal action 
to redress the tenant for overcharge and sues the landlord for triple damages 
and legal expenses. This causes friction between landlord and tenant, and neces- 
sitates large legal staffs in thse Office of Housing Expediter. 

We recommend that in the draft of the new rent law a clause shall be included 
whereby a voluntary increase between landlord and tenant shall be permitted, 
and thereby legalize a common practice. - 


Boston, Mass., May 4, 1951. 
Hon. LEVERETT SALTONSTALL, 
United States Senate, Washington, D. C.: 

Essential that you defeat amendment to defense act providing for Government 
to be sole buyer and seller of wools. All trends toward socialism and bureau- 
cratic agencies should be stopped. Government seizure of wool is a definite step 
in this direction. 

HitpReETH M. Clark, 
181 Dudley Road, Newton Center, Mass. 





North Briiierica, Mass., May 4, 1951. 
Senator LEVERETT SALTONSTALL, 
Senate Office Building, Washington, D. C.: 

Imperative you do all possible to block amendment to defense bill coming up 
for hearing on Tuesday which makes Government sole importer and distributor 
of wool. The wool trade has handled this function adequately in past and see 
no reason for creating new and expensive agency. 

Tatsor Mitzs, INc., 
P. HaypDEN CLARK, Assistant Treasurer. 





STATEMENT OF CORN BELT LIvEsTOCK FEEDERS ASSOCIATION, CHICAGO, ILL. 
RECOMMENDATIONS 


We stand, as always, violently opposed to any semblance of price controls. All 
past history shows they will not work because nature cannot be controlled. 

We believe that the more acute the national emergency the more dangerous 
are controls. History does not record a single instance of where the money of a 
defeated nation was worth the paper on which it was written. 

Price controls are dangerous and all past world history shows they eventually 
lead to shortages. 

If, despite this record of history for as far back as records are available, 
Congress still insists on continuation of the Defense Production Act of 1950, 
then it should be amended as follows: 

Line 31 of section (3), page 8, title IV should be amended to read, Provided, 
That in establishing and maintaining ceilings on products resulting from the proc- 
essing of agricultural commodities, including livestock, a generally fair and 
equitable margin on each species of grain, cotton, or livestock of profit over and 
above all costs shall be allowed for such production, feeding, and processing.” 
The italicized part is the change from the present law. 


83762—51—pt. 3——-38 





2574 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


In addition, sections should be inserted into the law embodying the following: 

1. For each 1 percent that the annual free supply of feed grain declines 
or is estimated as declining below the average supply of the past 10 years, the 
ceiling on feed grains (corn, wheat, oats, barley, rye, sorghums and soybeans, 
as well as cottonseed meal and flax) shall be permitted to advance 3 percent 
above parity, up te a deficit from the average of 10 percent in the total feed 
supply. For each additional decline of 1 percent above 10 percent in the annual 
feed supply, the prices shall be permitted to advance an additional 5 percent. 

Should shortage of feed supplies require that the price of feed grains be per- 
mitted to rise to eneourage production, imports, and reduction of consumption, 
then ceilings on livestock prices must also be permitted to rise in like proportion 
to encourage production of meat despite the handicap of short feed supplies. 

2. No additional roll-back on prices of beef beyond that of May 20 should be 
permitted for a period of 1 year. If natural conditions of supply and demand 
dictate lower prices, then they should come naturally. But if consumption is 
such that all the beef offered for market will be consumed at those ceilings, then 
instead of the ceiling being lowered it should be raised to levels that will bring 
a balance between supply and demand at the price. 

3. The maximum prices to be permitted on hogs should carry with it the 
possibility of the same relationship as existed between the average price of hogs 
and the average of all beef steer prices from 1920 through 1941. It is self- 
evident that that relationship was a natural relationship, and this should be 
permitted to continue. That is, gilts and barrows of Good to Choice grade should 
be permitted to sell at 85 percent of the average price of beef steers. 

4. No ceiling whatever should be placed on sheep or lambs. The one hope of 
restoration of sheep numbers in this country to a level where a very minimum 
number of sheep for national safety is being produced, is for the farmers of the 
grain and cotton belts to raise a few sheep on each farm. The only thing that 
will bring this about is a price that will make it profitable. If a maximum is 
put on beef and pork, then there is an automatic maximum on lamb meat. That 
automatic maximum is the price that will move the available quantity of lamb 
meat into consumption against the pork and beef produced under fixed maximum 
ceilings. 

No directive must be issued that would prevent farmers from marketing any 
livestock they desire at any time or place they desire. And no authorized 
slaughterer of livestock shall be prohibited from the purchase and slaughter of 
any kind or quantity of livestock he may desire at any time he may desire. 


I. DISCUSSION 


In the Library of Congress is a book published about 1660 by Charles De’ Ave- 
nant. In that book is a record of what I believe is the first economic law of 
prices ever published. It is the law discovered by Gregory King. 

In that first economic price law, and discussing wheat prices, Gregory King 
said 

“A defect of one-tenth in the harvest raises the price three-tenths above the 
common rate. 

“A defect of two-tenths raises the price eight-tenths. 

“A defect of three-tenths raises the price sixteen-tenths.”’ 

In other words, the price normally advances at a much more rapid rate in 
percentage than the production decline. 

In discussing this law with his class in economics at Oxford in 1893, the noted 
James Theorold Rogers said that he had traced Gregory King’s law in wheat 
prices back to the sixteenth century and found that principle to apply. I, myself, 
have traced it in wheat in the United States back to 1860 and also find that it 
applies. The principle is generally recognized by economists of this country 
and an effort was made to write it into law in the Agricultural Act of 1948 per- 
taining to support prices for grains and other commodities. 

Parity is a concept of the normal or what should be the natural relationship 
between grain, livestock, cotton, and other commodities. It is “the common 
rate.’ It is the average relationship. But the average means that there is an 
equal volume of price both above and below that average. 

The Defense Production Act of 1950 takes into consideration only conditions 
that will cause prices to stay at parity or below. No provision is made for prices, 
when there is a “defect in the harvest,” to rise above this common rate. And 
for that reason this act is completely dangerous to the welfare of the people of 
the United States. 
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In the period from 1939 through 1945, there was no crop failure in the United 
States. This was the only nation of the world continuously to receive big yields 
of grain. Even the “dust bowl” bloomed with record crops. And the far North- 
west had year after year of average or better yields per acre. Canada was not 
so blessed. Neither was England, nor Argentina, nor Australia, nor Germany, 
nor Europe. It seemed that God was on the side of the Americans and the 
Americans alone. Had He sent such yields per acre as prevailed in 1934 or 
1936, OPA policies would have brought starvation to this Nation. And precisely 
the same possibility prevails under the National Production Defense Act of 1950. 

There has never been a man big enough in all history to successfully overthrow 
economic law. Herbert Hoover tried it and threw up his hands when his losses 
went above a half billion dollars. OPA tried it and despite the consecutive large 
yields of grain, they brought shortages that caused black markets in practically 
everything. Joseph of the Bible tried it and finally took advantage of the con- 
ditions to take first the money and then the oxen and then the cattle and the 
sheep and the land, and finally made slaves of all the people and distributed 
them throughout the land of Israel. 

Common sense would dictate the inclusion in the revision of this law a pro- 
vision that a defect in the harvest will permit an advance in the price to 
jevels in accord with the dictates of economic law. This should be automatic 
and completely beyond the jurisdiction of the Administrator of the Office of 
Price Stabilization. 

To be specific, there should be a provision requiring automatically that the 
price be permitted to advance 3 percent above parity or the common rate for 
each 1 percent of decline in the total free supply of grain crops below the past 
10-year average supply, up to 10 percent deficit, and 5 percent advance in price 
for each further 1-percent decline in grain supplies. And if necessity thus dic- 
tates a permissible rise in feed prices, then livestock prices must at the same 
time be permitted to rise to encourage production despite this handicap. 

To do other than to make this automatic provision is to gamble with starva- 
tion. The price must be permitted immediately to discount changes in supply 
particularly if those changes are reductions. Otherwise by the time a cumber- 
some bureau was organized to ration and limit supplies that could be used, so 
much of the supply would have been utilized that there could be a complete 
scarcity before a new crop was harvested. 

That price must be free to rise to levels that will not only bring about reduced 
consumption but will bring substitution and the harvest of all grains or other 
commodities which can be utilized as substitutes for the scarce commodity. And 
it must rise to levels that will induce those in other sections of the country who 
can plant and harvest substitutes earlier than the normal area of supply, to 
make that effort at expanded production. 

It also must be permitted to rise to levels that will bring in a flow of the 
grains from other countries such as occurred in 1934 and 1936 so that domestic 
supplies may be augmented. 

If the increased supplies from the substitutes or other sources or the reduced 
consumption caused by the price advance causes the market to fail to reach the 
permitted limit, then that would be excellent. It would mean that supplies were 
ample. But sound common sense and safety for the people of the United States 
demand that this situation be included in a revision of this Defense Act before 
it is too late. It is up to Congress to safeguard the American people, and Con- 
gress should write that provision into the act. 


Il. WHY CATTLE PRICES ARE AT 152 PERCENT OF PARITY 


That law of prices first enunciated by Gregory King back in the seventeenth 
century fully explains why cattle prices have gone to levels 152 percent of parity. 
And failure to comprehend that reason as shown by the arbitrary ceilings to be 
imposed by the Office of Price Stabilization demonstrates conclusively the danger 
to the Nation of such artificial restrictions by those not thoroughly versed in 
economic law. 

Table I herewih shows a record of the annual pig crop in the United States 
from 1924 through 1950. In 1941, the year of Pearl Harbor, the pig crop totaled 
84,952,000 head. Pearl Harbor was bombed in December, the month when most 
sows are bred to farrow spring pigs. Farmers immediately turned their boars 
loose so that the spring pig crop of 1942 exceeded by 12 million head the crop of 
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1941. They carried on with an 8 million increase in the fall crop. In 1948, they 
again increased both the spring and fall crops, the combined crop that year show- 
ing another increase of 17 million head. 


TABLE I 
[000 omitted] 


Calf slaughter Pig crop 


Year ee eee eee 


Inspected | Total Spring 


1920 
1921 
1922__ 
1923. 
1024 
1925 
1926 
1927 
Se Be« as 
1929. 
1930 
1931 
1932 
1933 


, 058 OO foo 

, 808 8, 394 

182 &, 832 

500 9, 327 |-- : ‘ z ; oars 

935 9, 804 50, 218 23, 74, 
353 9, 936 , 859 22, 4! 70, 
153 9, 369 50, 579 24, 75, 
876 . 478 | 54, 502 26, } 81, 
, 680 7,651 52, 390 } 78, 

489 , 046 50, 479 25, | 76, 
595 , 761 9, 332 24, 803 | 74, 
717 8, 057 53, 984 29, 192 | 83, 

, 492 . 970 51, 031 31, 494 | 82, 

, 907 8, 564 53, 460 30, 740 84, 
1934 078 , 106 , 698 , 068 56, 
1935__ . 679 9, 580 32, 438 22, 648 56, 144 
1936 }, O70 , 008 , 234 23, 683 65, 725 
1937__. }, 281 , 304 38, 525 23, 994 62, 519 
1938. 5, 492 9, 306 3, 389 28, 566 | 71, 855 
1939 5, 264 9,191 55, 238 33, 714 | RH, 952 
1940 5, 359 9, O89 . 584 , 282 | 79, 866 
1941 5, 461 9, 252 | , 368 35, 584 84, 952 
1942 5, 760 9, 718 , 093 3, 810 104, 903 
1945 : ¥ 5, 209 9, 940 4, 223 47, 584 121, 807 
1944 770 , 242 55, 754 905 86, 659 
1945 3 , 020 3, 645 52, 189 34, 593 86, 782 
1946 5, 842 2, 126 42, 392 . 548 82, 940 
1947 . , 933 3, 42, 802 | 31, 345 84, 147 
1948 : - 3, 907 2, 32 51, 266 33, 921 85, 187 
1949 ; 3, 449 34: 58, 426 37,175 | 95, 601 
1950___- ; 5, 850 657 100, 654 


ee ee ee oe ee ee 


That fall, the then Congressman Everett McKinley Dirksen from IUinois, 
wrote the authorities of OPA and the Department of Agriculture pointing out to 
them that with such a huge pig crop about ready to come to market, with con- 
sumers restricted in their purchases by red ration points and with packers having 
limited storage facilities, there was very liable to be a market catastrophe unless 
action was taken. The then Congressman Dirksen suggested in September of 1943 
that the ration points be taken off so that consumers could purchase and store 
as much of this product as possible and that farmers be permitted to help in 
the slaughter if the run got so large that the packers could not take care of it. 

But OPA and the Department of Agriculture informed Mr. Dirksen that there 
would be no market glut. They had a plan. 

The plan was to market hogs only through a permit system. A farmer could 
send his hogs to market only if he had a permit showing that they could be taken 
eare of. 

It proved completely disastrous. Farmers were compelled to hold their hogs 
until their corn supplies were eaten and the hogs grew to such large size that 
they went beyond the bracket of prices by weight at which the Government was 
supposed to support the market. 

With their corn supplies gone, farmers were compelled not only to dump the 
hogs they had on hand when conditions finally eased and the packers could take 
them, but they also dumped their brood sows. .The result was the most drastic cut 
in the pig crop between 1943 and 1944 ever in the history of the American 
Nation. It was cut 35 million head. 

Up to 1943, the normal slaughter of calves in this country was a little under 
10 million head. But in 1944, with the cut of the pig crop, packers were unable to 
get pork with which to supply the trade, so they turned to the slaughter of 
calves. As you can seein that table I, the slaughter jumped from 9,940,000 head in 
1943 to 14,242,000 head in 1944 according to official figures. 
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Turning now to the pictograph of the number of beef cattle on farms Jan- 
uary 1 from 1920 to date, you will note that from 1920 to 1944, there was a 
close correlation between the number of beef-type cows on farms and the num- 
ber of beef-type calves. And there was also a correlation between the number 
of steers on farms and the number of cows and calves. But starting in 1944 
this relationship changed sharply. Where the number of herd cows was in- 
creased to the highest levels of history, the number of calves started to decline. 
They went to slaughter instead of growing up to be steers and heifers. And 
while this Nation had a little over 10,000,000 head of steers on farms and 
ranches as of January 1, 1920, when the population was only 105,000,000, at 
the peak of World War II there were only 8,300,000 head of steers with a popu- 
lation around 140,000,000 to feed. Normally about 53 percent by numbers and 
65 percent by weight of all of the beef is derived from the slaughter of steers. 

If there were now on farms and ranches as many steers as there averaged 
in relation to the number of herd cows on farms and ranches from 1920 to 1944, 
there would be around 12,000,000 head. Actually, the last census as of January 
1, 1951, showed only 7,183,000 head. This is only about 70 percent of what 
it should be. Whether this would be a 30 percent shortage is problematical 
inasmuch as annual slaughter has been equal to almost every available animal. 
But that a shortage exists is evidenced by the fact that there has been a demand 
for every available pound of beef despite the rise to price levels 152 percent 
of parity, the highest in all history. Fortunately, the free prices that prevailed 
since 1946 brought an increase in the annual pig crop from 82,940,000 head of 
1946 to 100,654,000 head in 1950. So there has been meat. 

As you can note, some progress back toward the normal is now being made. 
The number of beef-type calves on farms and ranches as of January 1 this year 
was the highest in history. This spring they will be yearlings and this fall 
should, with feeding, be in condition to market at weights of 1,000 to 1,200 
pounds. We have the potential of producing ample supplies not only of beef but 
of all kinds of meat provided you Members of Congress write into the law 
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provisions permitting it to be profitable to produce that meat. But if the con- 
ditions now prevailing in that law are continued and the Office of Price Stabiliza- 
tion is permitted to carry through the roll-back of prices ordered, then before 
very long you will be to the point where packers will once more be compelled 
to slaughter calves to get meat to supply the current demand, and we will be 
back to the acute shortages prevailing under OPA-with their resulting black 
markets. 


III. DI SALLE DISOBEYED DIRECTIVE OF DEFENSE PRODUCTION ACT OF 1950 


In setting the ceilings on beef that shall prevail as of May 20, 1951, Michael 
S. DiSalle has gone directly against the directive that prevails in section (c) 
title 1V of the Defense Production Act of 1950. 

That section (¢) says in part, “So far as practicable, in exercising the au- 
thority conferred in this section, the President shall ascertain and give due 
consideration to comparable prices, rentals, commissions, margins, rates, fees, 
charges, and allowances, and to comparable salaries, wages, or other compen- 
sation, which he finds to be representative of those prevailing during the period 
from May 24, 1950, to June 24, 1950, inclusive.” 

Cattle feeding is a marginal business. The feeder cattle for the most part 
are brought in the West from the ranchers, moved to the Corn Belt, and fed out, 
thereby not only increasing the weight but making the meat tender and delicious. 
The cattle are held in the feed lot from 90 to 180 days, the average being around 
150 days. 

The average price of Choice steers sold on the Chicago market during the 
period from May 24 to June 24, 1950, was $30.08 per hundred. Five months or 
150 days prior to that, the average cost of stocker and feeder cattle at the five 
markets of Kansas City, Omaha, Sioux City, St. Paul, and Chicago was $21.70 
per hundred. So the feeder had a margin of $844 a hundred with which to 
cover the cost of buying, transporting the feeder to his home lot and on to market, 
the cost of financing, of feed, labor, overhead, taxes, and profit. 

Five months prior to May 20, 1951, would be December 20, 1950, The average 
price of feeder cattle at the five markets during the week ending December 21, 
1950, was $29.13. Had Mr. DiSalle obeyed the directive of section (c¢), title 
IV, of the Defense Production Act of 1950, and had given “due consideration to 
comparable margins that prevailed from May 20 to June 20, 1950," then he would 
have fixed the minimum ceiling on Choice grade steers at Chicago at a price not 
less than $8.44 above this $29.13, or $37.46 as the price that must be reflected to 
the seller of the cattle by the beef ceilings proscribed. Instead of that he has 
ordered those ceilings rolled back to $34.20 as of May 20, to $32.66 as of August 
1, and to $31.19 as of October 1. 

Such a roll-back will cause terrific losses and lead inevitably to a meat 
shortage. 

IV. A GAP IN SUPPLIES 


The assertion has been made that because notifcation came the 25th of Janu- 
ary that a roll-back in prices was coming, livestock feeders should have been 
warned and not have purchased any feeder cattle until the price got down to the 
roll-back. Such statements emphasize again the danger of those not versed in 
markets or in economics making rules that affect not only the income of livestock 
feeders but food for consumption of the people. It must be perfectly obvious 
that had feeders conformed to this and stopped buying replacement cattle, there 
would have been a break in the flow of cattle from the ranches through the Corn 
Belt feed lots and to the consumers. A great shortage would have developed and 
would have hastened the frantic search for meat, resulting in the slaughter of 
calves and the resulting loss in steer numbers which, as we have pointed out, 
was the direct cause of the meat shortage of 1945 and 1946. 

And lest some of you fall into the error of the men of the Office of Price Stabili- 
zation in believing that there were ample supplies of livestock on farms at 
that time so that freeing of the price caused a flow of this livestock to market, 
let me point out just one significant fact. That is, that in February of 1947, the 
records show that 72 percent of all of the beef graded by the United States 
Grading Service was graded Commercial, or the very lowest of the fresh beef 
classifications. 

What actually happened was that when the price was freed and staged its 
advance, ranchers, who were fearful of the possibility of general commodity prices 
holding just as everyone else at the time, sent into market the culls from 
their herds. So did owners of milk cows. Livestock feeders with cattle in the 
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pen were so fearful that this wonderful bonanza would blow out, that just as 
quickly as their cattle had any flesh at all, they shipped them to market. The 
result was that there was an increase in the number of animals moving to 
market so that fairly liberal supplies of meat were available. But it was the 
poorest quality meat ever offered to the American public and was at the direct 
expense in many instances of herd cows of both beef and milk type which 
could well have been utilized to expand production so that eventually a liberal 
quantity of good meat would be available. In other words, it simply prolonged 
the adjustment from OPA’s disastrous policies. 


V. QUOTA SYSTEM SHOULD BE OUTLAWED 


The quota system inaugurated by the Office of Price Stabilization should be 
outlawed immediately. While it is appreciated that this is the hold on slaugh 
terers that OPS seeks to assert in an effort to keep those slaughterers in com 
pliance on their purchases, nevertheless it is just about the surest method of 
bringing disaster to the Nation that could be devised. 

It is exactly similar to the permit system by which OPA in 1944 sought to 
regulate the flow of hogs to market. As has been pointed out, that was a disas- 
trous program, resulting first in a great reduction of feed supplies; second, a 
reduction in the pig crop; third, an increase in the slaughter of calves; and 
fourth, the great meat shortage with the attendant black markets. 

Under the quota system, with slaughterers prohibited from purchasing what- 
ever comes to market, exactly the same results will obtain. If the feeder is 
prohibited from marketing when his animals are ready, then the natural result 
will be for him to market them long before they are ready, rather than take a 
chance on being compelled to buy additional feed after the cattle have reached 
the point either where his own feed supplies have been exhausted or the stock 
themselves are above the condition to which he wishes to feed. Either way 
could be disastrous. On the one hand, total supplies of meat would be reduced 
because of the failure to finish out to the normal weight and quality. On the 
other hand, future feeding would need to be curtailed by the use of the addi 
tional feed beyond necessities. Some other way must be devised immediately to 
control packers than through the quota system. Farmers must know that when 


their cattle are ready to go, then no artificial barrier will prevent their going. 


Cost of producing beef 

Frederick Sherer, president of the Nebraska Livestock Feeders Association, 
gathered reports on the cost of producing beef from 300 Nebraska livestock 
feeders. Naturally, there is a wide variation in these costs. Different methods 
of feeding are employed, different feeds are used, ete. He finally took reports from 
20 different feeders embracing 1,742 head of cattle and compiled what he believes 
is a fair and accurate statement of those costs. They show that if the feeders 
of these cattle are to cover their costs plus what they consider an adequate 
compensation to induce them to continue the feeding of cattle, they must receive 
$36.92 a hundred at selling time, for cattle purchased from December 15 to April 
15. But under the roll-back announced by Mr. DiSalle, these cattle, which should 
grade Choice under the feeding methods outlined in the study, could not sell 
above $33.73 as of May 20 at the Sioux City and Omaha markets, $32.25 after 
August 1, and $30.77 after October 1. 

This loss faced by Nebraska feeders who, on April 1, had 400,000 head of cattle 
on feed, will naturally affect their future feeding. They will dump their cattle 
at less weight than normal to prevent a further loss and refuse to make replace- 
ment purchases because these cannot be made at a price that would permit a 
profit to be shown on sales made at OPS prices dictated to prevail after August 
1. The result will be a break in the flow of cattle from the ranch through the 
feed lot to market, a scurrying to find substitute meat by the packers, the killing 
of calves and eventually a repetition of OPA meat shortages. 

If one is to break even on prices the OPS says are to prevail after October 1, 
he must be able to purchase feeder cattle for around $25 to $26. They will not 
get that low until October 1 selling prices apply. So this increases the possibility 
of a gap in meat supplies that could lead to eventual extreme shortages. 

Last December, Frank Davis, of Greeley, Colo., bought some cattle in Texas. 
He moved them to his feed lot, fed them 120 days, and sold them in April on the 
Denver market. Actual cost sheet on these cattle (shown in table 2) showed that 
he made $7.05 per head on this operation. That was all the money left to cover 
profit, reserve for taxes, personal supervision, expense and risk for Frank B. 
Davis and his son, Robert 8S. Davis, for whom no salaries are included. 
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Since last December the prices of feeder cattle have advanced. So has the 
price of corn. Those cattle were sold for $36.50 per hundred pounds. Had they 
been sold after May 20‘at prices in accord with the roll-back ordered by OPS 
Director Michael DiSalle, packers could not pay over $33.75 for cattle of that 
class at Denver. So instead of grossing $7.05 per head more than the actual 
costs, he would lose $30.96 per head even if costs had not advanced. 

Frank feeds about 10,000 head per year, feeding each steer for about 120 
days. As he sells cattle, he normally replaces them. So on the average he has 
about 3,000 head on feed all of the time the year around. He faces a loss of 
$90,000 on cattle bought in good faith prior to the roll-back but which will not 
be ready to market until after it becomes effective. 

When cattle are bought—and marketed 


The ranchers market the bulk of their cattle from August through November. 
But the Corn Belt purchases those cattle and feeds them out to market fairly 
evenly throughout the year. In the States of Illinois, lowa, and Nebraska—the 
only States for which quarterly figures are available—the number of cattle on 
feed for market since 1949 has been as follows: 


TABLE 2.—Costs of selling price, cattle at feed lot of Frank B. Davis, Greeley, 
Colo., purchased December 1950, sold April 1951 


850-pound steer at $33.50 per hundredweight, f. o. b. Texas Panhandle 

put in feed lot December 1950 ms ie _. $284. 75 
Freight scales a : 4.80 
Buying commission__—__-_ , ‘i 1. OO 
Feed and loading in transit 25 


J 


Total scien ‘ 290, SO 


20 pounds corn, protein pellets, and grain at $2.90 per hundredweight 

(average daily feed) ~~ satis cana ; : cies . 58 
2 pounds soybean meal at $85 per ton__. si hile . O85 
aaeele alfalfa hay at $25 per ton_------ , , atid . 0625 
Salt, calcium, phosphorous, etc___------~- i . . V1 
Cost of feed for 1 steer per day - ; ; : . 7375 
Leber: per day: per eee each oe vs 045 
Gas, oil, and grease___-_-_- ienethaai Seite Sheetal ere 015 
Office expense__ : ae ene ; 0) 
Depreciation (very low) elev: itor, punks, corrals, trucks, tractors, 

a Racial aes ‘ i ; . ; . 022 


Interest - 5 aad sna die Reniaal ali be ‘ . 038 


Veterinary (vaccine, etc.) sabes ; 2 .0011 
Repairs —_- ‘ ‘ _ ; : .01 


Insurance (fire, “workman’s compensation, liability ) 011 
Total ‘ oe : : . Bees asl . SSDOG6 
Cattle normally fed 120 days to grade 60 percent-plus average - 120 


nS ie why eee 2 ee er 7 5 ee 


, 

1 percent average de ath loss 2. 50 
Total cost of feed in one steer_ vee ee 109, 25 
Contot wbeer €@) ch: Deed dete otk... eed ee a 4 290. SO 


Total cost of finished steer in feed lot ok _. 400.05 


Steers sold in April 1951 as Grading Choice and showing 2.3-pounds- 
per-day gain or total gain in weight of 276 pounds, 1,126 pounds at 
Secon SOON  MIRTO eo e k ise 410. 99 
Less freight, selling commission, yardage, ete_ a 
Net selling price ; i. 407. 10 
Less original purchase price, cost of feed, and feeding_ , 400. 05 


Profit, reserve for taxes, personal supervision, expense, and risk 
for Frank B. Davis and Robert S. Davis for whom no salaries 
are included 
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The preceding cost-accounting figures are actual figures taken by an account- 
ant, early in April, from my books of record. They demonstrate a cost of $0.387 
per pound of gain at the then prevailing cost prices. Since that time, the price 
of corn has increased from $2.90 per hundredweight to $3.15 per hundredweight, 
which increases the total cost, plus purchase price, of this steer to $406.05, and 
the cost of production of 1 pound of beef to $0.4175. Under the ceiling prices set 
forth in OPS regulations, this pound of beef could sell on the market in Denver 
or Omaha, under May 20 ceilings, at $0.3375 per pound, under August ceilings 
at $0.3225, and under October ceilings at $0.3067, or, in other words, at a loss to 
the feeder of approximately 9 cents per pound. 

FRANK B. DAvIs. 


Total on feed—Illinois, Iowa, and Nebraska 


Jan. 1 Apr. 1 July 1 


1949 1, 826, 000 1, 644, 000 1. 006. 000 895. 000 

1950... a 7 ; 1, 864, 000 1, 809, 000 1, 424, 000 1, O84, 000 

1951 1, 913, 000 1, 764, 000 
} 


As can be seen, the largest number on feed is at the first of the year. As these 
are sold, others are brought in from the West and placed on feed. But gradually 
the number decreases to October 1 when the big shipments again come from the 
West. 

But feeding is a long-time process. Once the cattle are in the lot, and par- 
ticularly after they have been fed a large quantity of corn and protein supple- 
ments, the feeder is practically helpless. The situation in the three States, as 
shown by official figures, has been as follows: 


Number on feed 3 months or longer 


Jan. 1 Apr. 1 


496, 000 1, 117, 000 
$25, 0OO 1, 070, 000 
42, 000 1, 123, 000 


In other words, where only 342,000 head had on January 1 had three or more 
months of feed, by April 1, 1,123,000 had been fed that long. Three months is 
90 days. If they are fed from 120 to 150 days to bring their grades to the most 
popular grade with the housewife, or the Choice grade, they would not be mar- 
keted until after the roll-back in prices becomes effective. And that means 
the bulk of these purchases, and particularly the ones made to replace cattle 
sold since the first of the year, are going to show losses. 

OPA did exactly the same thing that OPS has just done. They waited in 
1942 until the feed lots had been filled and then in December, after the farmer 
was powerless to help himself, they rolled those prices down. In 19438, they again 
waited until the feed lots were filled, this time announcing the roll-back in 
November. 

In 1944-45, they waited until January before fixing a ceiling on cattle, rolling 
it down to levels lower than those prevailing when the feed lots had been filled. 

Now Mr. DiSalle not only says that the price as of May 20 is to be rolled back 
to where the purchaser of a carload of cattle is going to take a big loss, but 
just to make sure that those who have purchased since then at still higher 
levels than those prevailing in December are going to take even more of a loss, 
he proposes to roll the price down still further as of August 1. And just to make 
it doubly emphatic that even though the Corn Belt feeders bought calves last 
fall, rough those calves through the winter, grass them this summer, and then 
intend to feed them out so that the people will have beef to eat after any grass- 
fat cattle stop coming when the land freezes up late this fall, he is going to have 
another roll-back take effect as of October 1. 

Gentlemen, this is the most damnable outrage ever perpetuated on a section 
of the American public. 
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Boston, Mass., May 4, 1951. 
Senator LEVERETT SALTONSTALL, 
Senate Office Building, Washington, D. C.: 


In this telegram, as with identical message to Senator Lodge, we urge that 
you make every effort to prevent governmental take-over of wool merchandising 
under proposed amendment to section 303 of 1950 Defense Production Act. En- 
tire history of Government in wool reveals enormous losses at the expense of 
the taxpayers. The handling of wool is intricate and should be left in the hands 
of those who have spent their lifetime in this activity. Their conduct of wool 
affairs through two wars should be recalled and deliberately compared with 
governmental attempts to handle private enterprise. Hearings, as you know, are 
set for Monday and Tuesday next. 

W. H. CrouGH Co., 
W. H. Crovugn, President. 





DELAWARE COUNTY INDUSTRIAL UNION COUNCIL, 
Chester, Pa., May 21, 1951. 
Hon. BurNet R. MAYBANK, 
Senate Office Building, Washington, D. C. 

DeAR Sir: Since the start of the Korean conflict, the American people have 
been oppressed by the ever-increasing cost of living. Inflation has run rampant. 
Wages and prices are entirely out of balance. Our leaders have continually 
called for equality of sacrifice in the defense mobilization program—but there has 
been no equality of sacrifice. 

The Banking and Currency Committees of both the House and the Senate 
opened hearings last week on proposed changes in the Defense Production Act. 
This act must be continued with effective amendments if we are to provide for 
the much-talked-about equality of sacrifice and adequate protection against infla- 
tion. We must have economic security if we are to win our fight for political 
security. Economic stabilization must become a reality if we are to be victorious 
in the long, hard fight against communistic aggression. 

The Delaware County Industrial Union Council, CIO, has adopted certain 
definite proposals which we wish to present to you for consideration : 

1. Real price control, including the use of subsidies to control retail food 
prices (subsidies were used to control prices during World War IT). 

2. Use of grade labels, maintenance of quality standards, and the continuance 
of low-priced lines. 


5. Real rent. control. 

4. Fair credit regulations, including bank credit. 

5. Expansion of production. 

6. Regulation of commodity speculation. 

7. Voluntary methods of civilian manpower utilization. (We can only win so 
long as we have free labor.) 

8. A fair tax law, including an adequate excess-profits tax. 


We helieve these proposals to be sound. Further, our affiliated members (over 
20,000 in number) have been insistent in their demand that prices and wages be 
brought into balance. These proposals were adopted at their insistence and this 
letter is being sent to vou because they want you to know how they feel. 

Certain Senators have charged that the American people are apathetic—that 
they do not care whether the Defense Production Act is continued or discon- 
tinued, amended or left to stand as it is. This is an untrue charge. The Amer- 
ican people are concerned with the continuation of the Defense Production Act 
with proper amendments. They, too, want equality of sacrifice. They want real 
price control and such other measures as are necessary to curb inflation and 
bring about real economic stabilization. 

We urge you to give this matter your earnest consideration. Further, we 
urge you to use your voice and vote to bring about the amendment of the Defense 
Production Act in accordance with the above proposals. We will watch your 
activities with interest. 

Respectfully yours, 
FRANK E, Ritrer, President. 
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Boston, Mass., May 4, 1951. 
Senator LEVERETT SALTONSTALL, 
Washington, D. C.: 
We strongly urge your complete cooperation in opposing any amendment to the 
Defense Act which will allow the Government to become sole buyer of wool. 


DEERING, ANDERSON CoO., 
A. C. Derertne, President. 


Boston, Mass., May 4, 1951. 
LEVERETT SALTONSTALL, 
United States Senate, Washington, D. C.: 


Imperative you do all you can to block passage of amendment to defense bill 
coming up before Congress next week to make Government sole buyer and dis- 
tributor of wools. Wool trade is functioning adequately and is logical importer 
and distributor of wool. It is already organized and willing to cooperate in every 
way with the Government. There is absolutely no necessity of organizing another 
huge Government agency with all expenses entailed to do a job that is already 
being adequately done. 

ALLAN C. EMERY. 

CLIFTON B. RUSSELL. 
Ricuarp I, GoopricH. 
ALLAN C. EMERY, JR. 


EVERGLADES CATTLEMAN’S ASSOCIATION, 
LaBelle, Fla., May 24, 1951. 
Hon. SPessArp L. HOLLAND, 
United States Senate, Washington, D. C. 


Dear SENATOR: Mr. J. E. Price, cattleman and member of our local association, 
talked with Senator George Smathers a few days back and Senator Smathers 
suggested that the association write this letter to you and him stating our views 
and suggestions on the recent price roll-back by OPS. 

The cattle industry of Florida has steadily increased its production for the 
last 15 years or more, and today its importance to our national economy is recog- 
nized as the sixth or seventh State in importance, not only in the dollar value 
of its contribution to our Nation, but to the welfare and well-being of its many 
employees and thousands indirectly benefited. 

It is our opinion the roll-back of prices of 10, 4%, and 4% percent, or ap- 
proximately 19 percent, is not only inequitable and unfair but will curtail pro- 
duction, tend to destroy personal enterprise, and by the process of cattle being 
withheld from the market, will create the opportunity for those unsavory char- 
acters known as black-market operators to thrive on the hunger of our people. 

Prices for cattle should be equalized with all the other lines. If the roll-back 
of prices were on all other products, commodities, and supplies, there would be 
no cause for complaint. We find that steel has been permitted to advance. 
Automobiles were allowed an increase in prices. Textiles, woolens, and plastics 
have advanced. Lumber, brick, cement, tile, and all forms of building material 
have also advanced steadily. The price of labor has also increased and the out- 
look is that, with fringe benefits, it will continue to advance. 

We are now facing a condition not paralleled in our history. While our prices 
are fixed at a value of about, or less than, 19 percent of its present market value, 
we are forced to pay higher prices for feed, fertilizer, wire for fences, mainte- 
nance, and higher labor costs. 

We are ready and willing to go along on any roll-back of prices that is fair 
and uniform and hits all lines of industry without discrimination or favor for 
anyone. 

We urge you to please use your influence to secure prices for beef in line with 
other commodities, that our means of livelihood and the livelihood of our em- 
ployees will be protected and not confiscated. 

Thanking you for all the effort you might use in our behalf, we are, 

With respeet and confidence, 
EVERGLADES CATTLEMAN’S ASSOCIATION, 
W. B. Barron, Secretary. 
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STATEMENT OF JAMES FLETT ORGANIZATION, INc., WiTH ExHIpits A THROUGH D, 
ON BEHALF OF PRODUCERS OF SCRAP, SALVAGE, AND WASTE MATERIALS 


May it please the committee: James Flett Organization, Inc., proponent, is 
filing this brief on behalf of producers of scrap, salvage, and waste materials. 
Its representative position in the scrap industry is outlined at page 6. 

The purpose of this brief is to bring to the attention of your committee the 
facts (a) that the Office of Price Stabilization has, to a substantial extent, 
disregarded and violated the very desirable requirements of section 404 of the 
Defense Production Act of 1950 in that it has failed to “advise and consult 
with, and establish and utilize committees of, representatives of persons sub- 
stantially affected by regulations. or orders issued hereunder,” as required by 
said section of the act; and (Db) that, while section 709 of the act requires said 
office to recite that there has been “* * * consultation with industry repre- 
sentatives * * *” and that “* * * consideration has been given to their 
recommendations * * *,” yet said section goes on to provide that any regu- 
lations issued in violation thereof may not be set aside by the courts even where 
such violation is clearly demonstrable. The foregoing statement is expressly 
limited to the failure of the Office of Price Stabilization to advise and consult 
with producers of scrap, salvage, and waste materials, because the knowledge 
of the party filing this brief has been necessarily limited to its own experiences 
with the Office of Price Stabilization in the scrap, salvage, and waste material 
field. 

Specifically, the Office of Price Stabilization has disregarded and violated 
the requirements of section 404 in issuing Ceiling Price Regulation No. 5 relat- 
ing to iron and steel scrap; Ceiling Price Regulation No. 29 relating to pure 
nickel scrap, monel-metal scrap, stainless-steel scrap, and other scrap materials 
containing nickel; and Ceiling Price Regulation No. 36 relating to used steel 
drums. 

The net effect of such failure has been, among other things, to create gross 
inequities for the producers of scrap material, to increase inflation, to dissipate 
defense appropriations by excessive costs, to create profiteering, manipulation, 
speculation, and other disruptive practices resulting from abnormal market 
conditions, to interfere with the effective mobilization of national resources, and 
to interfere with and violate the maintenance and furtherance of the American 
system of competitive enterprise, contrary to the stated purposes of the Defense 
Production Act of 1950, as set forth in section 401. 

A further indirect effect of the failure of the Office of Price Stabilization to 
so “advise and consult” with the producers of scrap, salvage, and waste materials, 
has been to violate subsection (g) of section 402 of the act, in that said ceiling 
price regulations have been used, or made to operate, to compel changes in busi- 
ness practices, and, in the means or aids to distribution, established in the scrap 
industry, without any affirmative finding that the same are necessary to prevent 
circumvention or evasion of any regulation, order, or requirement, under said 
title IV of the act. 

A further effect has been a standardization of scrap, salvage, and waste ma- 
terials and the creation of new specifications without any affirmative finding 
or determination that no practicable alternative exists for securing effective 
price controls with respect to such materials, all in violation of clauses (3) and 
(4) of subsection (h) of section 402 of the act. 

In addition to the requirements of said section 404 of said act, section 709 of 
title VII of said act requires that any rule, regulation, or order, or amendment 
thereto, issued under authority of said act shall be accompanied by a statement 
“* * * that in the formulation thereof there has been consultation with in- 
dustry representatives * * * and that consideration has been given to their 
recommendations, or that special circumstances have rendered such consulta- 
tion impracticable or contrary to the interest of the national defense * * *.” 
In the case of the regulations in question, Ceiling Price Regulations 5, 29, and 36, 
the statement required by said section 709 appears in the Statements of Con- 
sideration accompanying the promulgation of said regulations. As far, how- 
ever, as proponent knows, or has any reason to believe, the “industry 
representatives” referred to in said Statements of Consideration did not include 
any representative cross section of producers of the scrap material covered by 
these regualtions. 

It can only be concluded, on the basis of existing experience to date, that 
section 404 of the act must be amended and strengthened, by inserting a specific 
requirement in said section to the effect that the Office of Price Stabilization, in 
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advising and consulting with, and in establishing and utilizing committees of, 
representatives of persons substantially affected by regulations or orders, must 
do so with all segments of the portion of the economy affected—from the producer 
through the middlemen to the consumer; and that section 709 must be amended 
and strengthened by requiring the Office of Price Stabilization to recite, in the 
statement required by said section 709, that there has been ‘‘consultation with 
industry representatives, including representatives of producers, middlemen, 
and consumers,” and by eliminating from said section 709 the provision that no 
rule, regulation, or order, shall be invalid by reason of any inaccuracy in such 
statement. As section 709 is now written there is no remedy available to anyone 
who questions the accuracy of such a recitation. Said section goes on to pro- 
vide, in effect, that no regulation shall be held invalid by any court for any 
inaccuracy in such a recitation. 

Any action taken by the Office of Price Stabilization with respect to the scrap 
or salvage field has a tremendous effect upon the national economy and the 
national defense. Such action must be carefully taken with a view to conserv- 
ing primary raw materials. The principal group of persons who can thus 
preserve these primary raw materials are the producers thereof. Any action 
taken by the Office of Price Stabilization which discourages the conservation of 
scrap material through a lack of knowledge of the problems in the field of scrap 
and a lack of knowledge of the problems of the producer in the field of scrap 
must necessarily have an important and an adverse effect upon the national 
economy and the national defense. We cite no less an authority than the Salvage 
Manual for Industry published by the War Production Board September 1, 1943. 
We quote from the preface: 

“This Salvage Manual * * * contains instructions regarding efficient 
salvage methods and practices for aggregating and preparing secondary waste 
materials. Putting such information to work in a well-organized plant-salvage 
program will not only conserve valuable materials, but also result in more effi- 
cient plant operations with substantial cost savings. 

“Particularly during the current war effort, efficient salvage programs go a 
long way toward saving critical materials. Therefore, you are urged to put the 
information in this Salvage Manual into practice in order that ships, guns, tanks, 
and airplanes may continue to flow from America’s production and assembly 
lines, 

“* * * Well-organized conservation and salvage procedures will help 
America conserve its primary raw materials, and at the same time aid individual 
companies in meeting the industrial competition they must face. 

“It is important that this manual on industrial-salvage methods be put to good 
use by the patriotic, able, and conservation-minded salvage managers of Ameri- 
can industry. In time of war, conservation spells victory—and in peace, greater 
plant efficiency, and profits.” 


THE ABSENCE OF ANY TRADE ORGANIZATION OF SCRAP, SALVAGE, AND WASTE MATERIAL 
PRODUCERS, WHICH CAN PRESENT THE CASE OF THE PRODUCER WITH AUTHORITY 


At the present time the producers of a scrap, salvage, and waste materials are 
unorganized. These producers are found at every level of our national economy 
since every business establishment is in a sense a producer of scrap, salvage, and 
waste materials. The most important producers are, however, the industrial pro- 
ducers since their scrap, salvage, and waste material is regularly produced in 
large volume and has a steady flow into the market. 

James Flett Organization, Inc., whose activities are summarized below, repre- 
sents, as agent, approximately 500 producers of scrap, salvage, and waste mate- 
rials covering all major fields in the industry such as metal serap, both ferrous 
and nonferrous, steel drums and other reusable containers, waste paper, fats, 
oils, greases, textile cuttings, and the like. Since, as will be pointed out below, 
the interest of James Flett Organization, Inc., is necessarily the same as that of 
the producer, since it represents a large number of producers in the varied fields 
of scrap, salvage, and waste materials, and since there is no other organization 
comparable whose interest is the same as that of the producer, there is no one 
as well qualified to represent fairly and accurately the producers of scrap 
material before this committee. 
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DESCRIPTION OF JAMES FLETT ORGANIZATION, INC., OF THE SERVICES WHICH IT 
RENDERS, AND WHY IT OCCUPIES A UNIQUE POSITION TO SPEAK FOR THE PRODUCER® 
OF SCRAP MATERIAL 


James Flett Organization, Inc., commenced business in 1918, first as a pro- 
prietorship and later as a corporation. The basic premise on which this business: 
was founded was, that there was no existing organization or method in the 
scrap industry (except in extremely large companies) whereby the producer of 
scrap could receive proper information, service, or advice, in the accumulation 
and separation of its scrap and in the sale and disposition thereof. Given this: 
existing need, James Flett Organization, Inc., was founded on the fundamental 
principle that a producer of scrap material should have the services of an agent, 
which would owe its only loyalty to its principal, the producer, and which, in 
accordance with such loyalty, would serve the requirements of the producer by 
providing him with expert service and advice in the segregation and classifica- 
tion of his scrap and in the sale and disposition thereof at the highest existing 
market price. The services and information, which the James Flett Organization, 
Inc., renders, are based precisely on the same premise as is contained in the: 
preface quoted in the Salvage Manual for Industry, supra. 

This fundamental precept was then and now continues unique in the scrap 
industry. The soundness of the precept, the need for the service, and the 
success of James Flett Organization, Inc., in affording such service, are eminently 
established by the tremendous growth of James Flett Organization, Inc., since 
1918. <A representative list of its customers is attached hereto in pamphlet form 
and marked “Exhibit A.” Its customers include a number of corporations of 
national prominence. Many of them are of major importance to the present 
defense program. These facts will appear from an examination of exhibit A. 

Speaking generally, scrap material is produced, accumulated, and disposed of 
in three ways: 

1. By the method outlined above, namely, an industrial producer of scrap, as 
principal, employs the services of James Flett Organization, Inc., as agent; 
James Flett Organization, Inc., makes a survey of the producer's operations ; 
the scrap produce’ is accumulated and segregated in accordance with the recom- 
mendations of the survey; James Flett Organization, Inc., makes a survey of 
the marketing problems of the scrap; given sufficiently large quantities, the 
scrap is sold directly to the consumer; given lesser quantities, the scrap is sold 
to a dealer; sales directly to the consumer or to the dealer are made at the 
highest market price considering quantity, quality, and packing; and James 
lett Organization, Inc., receives, as compensation for these services, a com- 
inission computed at 5 percent of the net amount received py the producer of 
the scrap. An actual form of survey prepared by James Flett Organization, Inc., 
for one of its customers, with names deleted so as to avoid identification, is 
attached hereto, made a part hereof, and marked “Exhibit B”; 

2. By industrial producers, who have their own intercompany organization to 
classify, segregate, and prepare, their own scrap; but who normally sell, in large 
quantities, to the consumer through a scrap broker or who sell, in smaller 
quantities through the scrap dealer, who in turn sells to the scrap broker; the 
scrap broker sells to the consumer; the dealers buy said scrap at the lowest 
price possible from the producer and resell the scrap at the highest possible 
price; and their profits arise from the difference between the price at which 
they sell and the price at which they buy; and 

2. By industrial producers who do not have their own intercompany organ- 
ization to classify, segregate, and prepare their own scrap, but who sell their 
scrap to scrap dealers; and said scrap dealers buy from said producers at the 
lowest possible price and thereafter resell at the highest possible price; and, 
their profit arises from the difference between the price at which they buy and 
the price at which they sell. 

It is self-evident that under the second and third methods outlined above, the- 
interest of the scrap dealer, in buying from the scrap producer, is to buy at the 
lowest possible price; and it is also self-evident that in many cases under the 
third method outlined above, it is to the best interest of the scrap dealer to buy 
the scrap in such manner that after its purchase, the scrap dealer can then 
segregate the scrap, improving its grade or classification, and, naturally, improy- 
ing the margin of profit which the scrap dealer will receive. It is obviously to 
the advantage of the scrap dealer to down grade any buying and to upgrade any 
selling. In fact, this has been publicly recognized by the Director of Enforce- 
ment of the Office of Price Stabilization. 
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It is also self-evident that James Flett Organization, Inc., working under the 
first method outlined above, and receiving as it does a commission on the amount 
received by the producer of scrap, can only have the best interests of the pro- 
ducer of scrap in mind because, a fortiori, the greater the receipts by the scrap 
producer the larger the commission received by James Flett Organization, Inc. 
Parenthetically, it should be noted that James Flett Organization, Inc., never 
takes title to the scrap material and never receives payment for same, title 
remaining in the producer and payment of the invoice being made directly to 
the producer. 

It is because of the foregoing that the interests of the James Flett Organiza- 
tion, Inec., must necessarily be parallel with those of the producer of scrap, sal- 
vage, and waste material. It is also a fact that James Flett Organization, Inc., 
is, to the best of its knowledge, the only organization which operates in the scrap, 
salvage, and waste-material field on this basis. Therefore, producers of scrap 
being to a large extent unorganized, and James Flett Organization, Inc., repre- 
senting as it does a large representative segment of the producers of scrap, it is 
in a unique position to speak on their behalf before your committee and thus 
present their case to you. 

In point of fact, James Flett Organization, Inc., has, since the latter part 
of January 1951, endeavored to give to the Office of Price Stabilization its views 
with respect to the rights of the scrap producer. It has been permitted to sit 
with the advisory committee in connection with the preparation of the proposed 
waste-paper order and it was offered, at its special instance and request, an 
opportunity to confer with the Administrator of Price Stabilization and the 
chief counsel in connection with the barrel and drum order. Appened hereto 
as exhibit C is a copy of a letter and exhibits which were sent to the Adminis- 
trator of the Office of Price Stabilization in connection with the proposed waste- 
paper order and appended hereto as exhibit D is a copy of a letter and exhibits 
which were sent to said Administrator in connection with the barrel and drum 
order. The proposed waste-paper order has not as yet been promulgated. The 
proposed barrel and drum order has been promulgated as Ceiling Price Regula 
tion Order No. 36. 

The failure of the Administrator to adopt the recommendations of James Flett 
Organization, Ine., in connection with Ceiling Price Regulation 36, a situation 
where the opportunity for consultation was afforded at the special instance and 
request of James Flett Organization, Inc., but where little consideration was 
apparently given to the recommendations, has again resulted, as will appear more 
fully below, in a gross inequity to the producer and in a violation of sections 401 
and 402 of the Defense Production Act. Likewise the failure of the Adminis- 
trator to consult with representatives of scrap producers in connection with 
Ceiling Price Regulation 5 and Ceiling Price Regulation 29 has resulted in further 
gross inequities and in further violations of sections 401 and 402 of the Defense 
Production Act, as will appear more fully below. 


Inequities existing in Ceiling Price Regulation No. 36 and violations of sections 
401 and 402 in connection with the promulgation thereof 

In the promulgation of the used steel drum order, Ceiling Priee Regulation 36, 
the Office of Price Stabilization has attached an appendix to the regulation. 
This appendix states that business practices, cost practices, or means or aids to. 
distribution in the industry have not thereby been changed or adversely affected. 
Nothing could be farther from the truth, as will appear below. 

There is a further statement in said appendix that the establishment of ceiling 
prices by the regulation will work no hardship upon the emptiers of steel drums 
since the price they receive for used drums has little or not relationship to the 
cost of the products which they sell. This statement, too, will be shown to be 
demonstrably false and misleading. 

An examination of Ceiling Price Regulation 36, sections 3 (a) and 3 (b), dis- 
closes that they provide, respectively, for a ceiling price on “* * * Sales by 
persons other than persons who purchased for resale * * *” (i. e., persons 
who empty the drums and resell them for a partial recoupment of their material 
costs) and “* * * sales by persons who purchased for resale * * *” (i. e., 
dealers in used steel drums). The ceiling price under (a) for the emptier, ex- 
clusive of certain Western States, is $1.50 for a 30-39-gallon drum and $1.75 for a 
4(0—58-gallon drum, The dealer (b) however receives $2.10 for a 30—-39-gallon 
drum and $2.35 for a 40—58-gallon drum. This results in the creation of two 
ceiling prices for the same drums and in the unnecessary injection of a dealer 
into the distribution system in many cases where the dealer’s function was not 
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previously required. It is obvious to any unbiased observer that the creation of 
two different ceiling prices is unjust and discriminatory, in itself. This section 
illustrates complete disregard of the business practices, cost practices, and means 
of distribution, existing in the industry prior to the promulgation of the regula- 
tion and changes the business practices, cost practices, and means of distribution, 
in the industry without an affirmative finding that such action is necessary to 
prevent circumvention or evasion of any regulation, order, or requirement under 
the act, in violation of section 402 (g) of the Defense Production Act of 1950. 

If representatives of the emptiers (‘‘producers’’) of used steel drums had been 
initially consulted and if their advice had been accorded fair treatment, no such 
regulation running counter to the established practices in the trade would have 
been promulgated. 

There are many varieties of steel drums. Drums from bakeries and food 
processors are uniform and in general susceptible to direct delivery to the con- 
sumer, without the intervention of the services of the “reconditioner.” Certain 
other drums, notably the drums used by large paint companies or chemical con- 
cerns, will require cleaning and reconditioning before they are available for 
general use. The usual custom in the industry is that paint and chemical drums 
are purchased by a “reconditioner,” who uses chemical solvents or other cleaning 
methods in the cleaning of the drums and in turn sells the reconditioned drums 
to the consumer. In the case of bakery and food drums, the services of such 
reconditioner are not required. In the case of both bakery and food drums and 
paint and chemical drums, in sufficiently large quantities, the services of a dealer 
are not required. 

The dealer in the normal usage of the trade performs a useful function only in 
dealing with small producers of used steel drums, i. e., producers who empty a 
dozen or less drums a month. In these cases the dealer buys drums from these 
producers, resells them to a reconditioner who, in turn, resells them to the 
consumer. 

There are, however, large producers of used steel drums who empty 3,000 
drums and more per month. Such large producers, depending upon the nature of 
their business, sell their entire lots of used drums to the consumer or, if recon- 
ditioning is necessary, to the reconditioner. 

Under CPR 36 although the large producer of bakery and food drums inay sell 
these drums direct to the consumer without the intervention of either dealers or 
reconditioners, yet, nevertheless, unless he does the nominal work of cleaning, 
which ordinarily the consumer will do before refilling and which is not an im- 
portant phase of reconditioning, he will receive $2.25 per drum less than the 
ceiling price which the consumer may pay for used steel drums of precisely the 
same type when purchased from a reconditioner. This has an extremely adverse 
effect upon the cost practices of the producers of such steel drums. It makes 
their costs much higher since their recoupment from the sale of drums is greatly 
lessened by the unfair operation of CPR 36. For example, proponent represents 
a customer who sells approximately 36,000 used steel drums annually; using the 
factor of $2.25, the cost of this order, CPR 36, is $81,000 annually to this producer. 

It clearly appears that the recitation in the Statement of Considerations by 
the Office of Price Stabilization that “* * * the regulation will work no hard- 
ship upon the emptiers of steel drums * * *” is false. 


Inequities existing in ceiling price regulation No. 5 and violations of sections No, 
401 and No. 402 in connection with the promulgation thereof 

Section 20 of CPR 5 creates a preparation differential of $8 per gross ton below 
the prepared base grade of No. 1 heavy melting steel for unprepared steel scrap 
not suitable for hydraulic compression and of $6 per gross ton beneath the ceiling 
basing point price for unprepared material which when compressed constitutes 
No. 1 bundles and $8 per gross ton beneath the ceiling basing point price for 
unprepared material which when compressd constitute No. 2 bundles. 

These differentials cannot be justified from any economic point of view and 
give special favored treatment to scrap dealers and scrap balers, at the expense 
of the producer ; increase inflation by placing unjustified profits in the hands of 
a small group of dealers and balers, dissipate defense appropriations by increas- 
ing manufacturers costs through the diminution from their return on scrap ma- 
terial; interfere with the effective mobilization of national resources; violate 
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the American system of competitive enterprise by granting to these middlemen 
an unearned profit, and create profiteering and speculation by these middlemen 
not justified by any economic necessity. 

If the advice and counsel of the producers of scrap had been sought prior to 
the promulgation of this order, it is earnestly believed that there would have been 
no differentials contained in said order, but, if it should be deemed advisable 
to impose intermediate price ceilings as well as ceiling prices for the consumer 
the preparation differential for unprepared steel scrap not suitable for hydraulic 
compression should be made more nearly $4 per gross ton instead of $8 per gross 
ton as fixed in CPR 5; $4 for gross ton for No. 1 bundles of unprepared material 
instead of the $6 per gross ton fixed by CPR 5; and $6 per gross ton for No. 2 
bundles of unprepared material instead of the $8 per gross ton fixed in CPR 5. 

To support the foregoing statement concerning the grossly excessive prepara- 
tion differential given for unprepared scrap not suitable for hydraulic com- 
pression, proponent has had 291 representative contracts for the sale of this 
scrap during the base period, May 24, 1950, to June 24, 1950, tabulated and 
analyzed. The following shows the total contracts written and the differentials 
allowed : 


Percentage 
of total 
contracts 


Preparation differentials allowed per gross ton —_ am, - 


| Percent 
a ice i a feet ok : seated 214 | 74.0 
From $4 to $5_.___- “ 25 8.4 
From $5 to $6. -__- 14 4.7 
From $6 to $7___. - = a : cast 15 | 5.1 
lg SEER Oona 13 | 4.4 
A sicchatlatetscivictiensinns itamapanienl 10 3.4 

Se cel Bi ee se caddis aeaendeiinehua we 219 100 





This analysis demonstrates that since 74 percent of these 291 representative 
contracts contained differentials of $4 or less, a preparation differential twice 
as large, as is the $8 differential given by CPR 5, is utterly unreasonable. 

In a similar manner proponent had a study made of 184 contracts made during 
the base period, May 24, 1950, to June 24, 1950, covering the sale of unprepared 
material, which, when compressed, constitutes No. 1 bundles. This analysis shows 
that here again the preparation differential awarded by CPR 5 is completely out 
of line. The number of contracts and percentages involved are shown below: 


Percentage 
of total 
contracts 


Preparation differentials allowed per gross ton nat 


Percent 
From zero to $3 67 36. 5 
From $3 to $4 ‘ , ; ; 39 21.0 
From $4 to $5 a ; : 19 10.3 
From $5 to $6___. 26 14.1 
From $6 to $7_... ‘ oh 16 8.7 
From $7 to $8___. sini acca : ll 6.0 
From $8 to $9 : l .6 
From $9 to $10 | 1 6 
From $10 to $11 3 1.6 
From $11 to $12 l .6 
eae ee 184 100 


The above analysis discloses that 57.5 percent of all of the contracts written 
on No. 1 bundles during the base period were written with preparation differ- 
entials of $4 per gross ton and under, whereas CPR 5 has set a preparation 
differential of $6 per gross ton. 


83762—51—pt. 339 
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The same type of tabulation and analysis was prepared for the No. 2 bundles. 
This analysis, covering 53 representative sales contracts written during the 
base period, is as follows: 


| | 
| wr Percentage 
¢ . . } pr of | 
Preparation differentials allowed per gross ton ee of total 
| contracts 
{ 


Percent 
From zero to $4.......----- 17 
From $4 to $5... _-- 20. § 
From $5 to $6 17 
From $6 to $7_-_. ; 7.5 
From $7 to $8___- ‘ , ; | 18. 
From $8 to $9-_. 5. 
From $9 to $10 

From $10 to $11 
From $11 to $12 : 
From $12 to $13... 


y 


Total 


This analysis shows that 54.9 percent of these 53 representative contracts for 
the sale of No. 2 bundles contained differentials of $6 or less per gross ton as 
against the $8 per gross ton differential awarded scrap dealers and balers by 
CPR 5. Said analysis shows that some of these contracts relate to scrap ma- 
terial of inferior grades. The differential for inferior grades allowed under CPR 
5 is $15. If these contracts had been governed by CPR 5 the material would 
have been sold at differentials of $23 per ton (inferior grade differential $15 
plus preparation differential $8) as compared with the differentials of $10 
to $11; $11 to $12; $12 to $13 set forth above. 

Consequently the facts as elicited above abundantly support proponent’s con- 
tention that these preparation differentials contained in this regulation are 
not only economically unjustified but, also, are grossly unfair to the producer. 

Furthermore, clause 3 of subsection (h) of section 402 of said act negatives 
any right in the Office of Price Stabilization to establish price ceilings for kinds, 
classes, or types of material different from those described in specifications or 
standards in general use in a trade or industry prior to such order or different 
from those which have been previously promulgated and required by any gov- 
ernmental agency prior to such order. Subsections (a), (b), and (c) of section 
20 of CPR 5 however, purport to establish respectively as “kinds, classes, or 
types of material,” specifications designated as “unprepared scrap” (subsec- 
tion (a)), “unprepared steel scrap other than materials suitable for hydraulic 
compression” (subsection (b)), and “unprepared material which when com- 
pressed constitutes No. 1 bundles * * * or when compressed constitutes No. 
2 bundles * * *” (subsection (c)). The effect of subsections (a), (b), and 
(c) of said section 20 is to limit the producer in his sales to either unprepared 
material not suitable for baling or to No. 1 or No. 2 bundles, which, in turn, 
tends to force all such material into open hearth or blast furnace grades. Prior 
to the promulgation of CPR 5, such material, when suitable, was available for 
sale for electric furnaces and foundries. The net result is to permit the dealer, 
in preparing the material, to prepare it, when suitable, for sale as electric furnace 
and foundry material, where he has purchased the same at prices for open 
hearth and blast furnace consumption. 

Furthermore, these three terms constitute a standardization of materials con 
trary to and in violation of clause 2 of subsection (h) of section 402. 


Inequities existing in Ceiling Price Regulation No. 29 and violations of sections 
401 and 402 in connection with the promulgation thereof 


Section 3 (a) of CPR 29 (table A) allows a converter’s premium of 4 cents 
per pound of material on 11 out of 15 specified grades of pure nickel scrap, 
ferro-nickel-chrome-iron scrap, Monel metal scrap, and cupro-nickel alloy scrap; 
214 cents per pound on 8 out of 15 specified grades; and no premium on one of 
the 15 grades. 

Section 3 (b) of CPR 29 allows a preparation premium of $12 per gross ton 
on all grades of stainless steel scrap. 

The 4 cents per pound converter’s premium on nickel and Monel metal scrap 
ranges from approximately 10 percent to approximately 20 percent of the ceiling 
price of the scrap itself. The $12 per gross ton preparation premium on stain 
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less steel scrap ranges from approximately 10 percent per gross ton to approxi- 
mately 20 percent per gross ton of the ceiling price of stainless steel scrap. 

The converter’s premium and the preparation premium allowed by Ceiling 
Price Regulation No. 29 cannot be justified from any economic point of view, 
and, as in the case of Ceiling Price Regulation No. 5, constitute special favored 
treatment of converters and preparers of the scrap, which creates a gross in- 
equity for the producer, increases inflation, dissipates defense appropriations 
by increasing manufacturers’ costs, interferes with the effective mobilization of 
national resources, violates the American system of competitive enterprise and 
creates profiteering and speculation, all contrary to the very purposes expressly 
set forth in the act. 

In the advice and counsel of producers had been sought prior to the promul- 
gation of this regulation, it is earnestly believed that there would have been no 
differentials contained in said regulation, but, in any event, if contained, these 
differentials would have been more nearly 2 cents to 1 cent per pound for con- 
verter’s premiums, and $6 per gross ton for preparation charges. Representative 
contracts for the sale of this type of scrap material during the calendar year 
1950 are available to your committee. A tabulation and analysis of these con- 
tracts appear to establish that the converter’s premiums and the preparation 
premiums are at least 25 percent to 50 percent higher than they should be and 
higher than they were in the competitive, free market. 

Furthermore, new specifications and new standards for this type of scrap 
have been introduced into the industry contrary to the provisions of clauses 
two and three of subsection (h) of section 402 of said act. 


CONCLUSION 


It is respectfully submitted that the above analysis of Ceiling Price Regulations 
5, 29, and 26—the only specific price regulations issued to date which virtually 
affect the scrap industry in relation to the national defense—disclose a well- 
defined pattern whereby the dealer, broker, and other middlemen, have been 
awarded a disproportionately large segment of the ceiling price, all at the expense 
of the producer, It might even be concluded on the facts as they appear in the 
regulations themselves that the voice of such middlemen in the “advice and 
consult (ation)” required under section 404 of said act was of thunderous propor- 
tions whereas the voice of the producer, when heard at all, was of the magnitude 
of a whisper. 

A suggested form of amendment of sections 404 and 709 is submitted under 
separate cover, 

It is earnestly requested that an opportunity be afforded producers of scrap to 
appear before your committee and substantiate by written and oral evidence these 
charges which have not been lightly made. 

JAMES FLETT ORGANIZATION, INC., 
By Joun F. Kirey, President. 


PROPOSED AMENDMENT OF TITLE IV, SECTION 404 


In carrying out the provisions of this title, the President shall, so far as prac- 
ticable, advise and consult with, and establish and utilize committees of, repre- 
sentatives of persons substantially affected by regulations or orders issued here- 
under, which shall include representatives of producers, middlemen, and con- 
sumers. [Italics designate new matter.] 


PROPOSED AMENDMENT OF TITLE VII, SECTION 709 


The functions exercised under this act shall be excluded from the operation of 
the Administrative Procedure Act (60 Stat. 237) except as to the requirements 
of section 8 thereof. Any rule, regulation, or order, or amendment thereto, issued 
under authority of this act shall be accompanied by a statement that in the 
formulation thereof there has been consultation with industry representatives 
which shall include representatives of producers, middlemen, and consumers, 
and trade association representatives, and that consideration has been given to 
their recommendations or that special circumstances have rendered such con- 
sultation impracticable or contrary to the interests of the national defense. 
[But no such rule, regulation, or order shall be invalid by reason of any subse- 
quent finding by judicial or other authority that such a statement is inaccurate.] 
{Italics designate suggested new matter and brackets designate matter which 
should be omitted. ] 
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Boston, Mass., May 4, 1951. 


Hon. LEVERETT SALTONSTALL, 
United States Senate, Washington, D. C.: 


Urge you exert your influence against passage of amendment to defense bill 
coming up before Congress next week to make Government sole purchaser of 
wool. This would be creating an unnecessary expense by setting up a new 
agency while destroying a source of millions of dollars in tax money. 


EunNIce L. FRANCE. 


STATEMENT OF FORSTMANN WOOLEN Co., Passaic, N. J., oN PROPOSED AMENDMENTS 
TO THE DEFENSE PropucTION AcT or 1950 


STATEMENT OF INTEREST 


The Forstmann Woolen Co., whose principal office is located at 2 Barbour 
Avenue, Passaic, N. J., owns and operates mills in Garfield and Passaic, N. J. The 
company employs approximately 4,800 people, and engages in the manufacture 
of wool and worsted apparel fabrics for men’s wear and women’s wear, perform- 
ing all of the operations from the purchasing and sorting of the raw wool to the 
delivery of finished cloth. The company also spins sales yarns, and markets 
men’s socks and sweaters that are knitted for it from yarns produced by the 
company for that purpose. 

The company also manufactures military fabrics for the Armed Forces of our 
Government, specializing in those fabrics that are relatively the most difficult 
to produce. 

The Forstmann Woolen Co. is regarded as an important segment of the wool 
textile industry of the United States, and is directly affected by all regulations 
pertaining to that industry, which have been or will be issued under the general 
authority of the Defense Production Act. Since the largest portion of the 
company’s products is sold to apparel manufacturers, the company’s operations 
are also influenced by regulations pertaining to the apparel manufacturing 
industry. Furthermore, since fabrics produced by the company are eventually 
sold to the consuming public, either in the form of finished garments or piece 
goods by retail stores, the company’s operations are likewise affected by regu- 
lations covering retailers. 

The Forstmann Woolen Co. concedes the desirability of extending and re- 
newing the Defense Production Act of 1950, because it believes that suitable 
and practical control of prices and wages is necessary for the duration of the 
present international emergency and for the period when the rearmament pro- 
gram of the United States will cause a heavy impact on the civilian economy. 
Therefore, it is not the purpose of this brief either to argue for the abolishment 
of the Defense Production Act or to propose amendments which would so 
cripple the act as to render it impotent and ineffectual. 

The three amendments to the Defense Production Act which are subsequently 
proposed in this brief are designed to secure greater clarity and definiteness of 
purpose, to strengthen the basic intent of the Defense Production Act, and to 
avoid unnecessary dislocation of the civilian economy and the American system 
of free enterprise. It is this American system of free enterprise that performed 
such miracles of production in World War II and which is able and willing 
again to meet the tremendous burden thrust upon it, if it is not vitiated by un- 
necessary, destructive, and confusing regulations. 


PROPOSED AMENDMENT NO. 1 


Unquestionably the basic purpose of the Defense Production Act is to so increase 
production that the combined needs of the Armed Forces and the civilian economy 
can be adequately met. This fundamental intent is clearly indicated in section 2 
of the declaration of policy of the act itself. Furthermore, increasing production 
is the most fundamental way of combating inflation. Inflation only occurred 
when demand exceeds supply. 

If price ceiling regulations, either those already issued or those that may be 
promulgated in the future, have the effect of curtailing production, they are 
undermining rather than helping the intent of Congress. 

Therefore, the following amendment should be added, following the second 
sentence, section 402 (c) of title IV: 
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“Whenever a price ceiling regulation has been promulgated, and the effect of 
such regulation is to retard or curtail rather than augment over-all production 
in the industry covered by such regulation, and such retarding or curtailing effect 
can be reasonably demonstrated to the proper Government agency by the duly 
constituted industry advisory committee as set up by that agency, then and in 
such case the agency shall, within 30 days after such presentation of evidence, 
either amend, suspend, or replace such regulation, or, failing to do so, shall 
publicly announce the contentions of the industry advisory committee and the 
reasons why the agency has failed to take responsive action.” 


PROPOSED AMENDMENT NO. 2 


The Forstmann Woolen Co. again concedes that all business and all industry 
should be willing to make some tangible sacrifices for the common welfare of the 
country. This is not a period of business as usual. The various price ceilings 
regulations which have already been issued call upon business and industry to 
make such sacrifices through what may be referred to as the factor of cost ab- 
sorption. It is not the purpose of this brief to argue against the cost absorption 
already imposed, but it must be realized that there is a reasonable limit beyond 
which cost absorption cannot go if the business or industry is to remain active, 
progressive, and solvent. If this limit is exceeded, the American enterprise 
system will be weakened, production will be hampered, and employment will 
suffer. The door would then be opened to a permanent form of government 
ownership and socialistic control, which is the direct antithesis of what our 
country stands for. It is therefore desirable to place some reasonable limit on the 
degree of cost absorption which any industry is required to endure. 

Therefore, the following amendment should be added to the end of section 
402 (b) (2). 

“No general or specific ceiling price regulation shall require any industry or 
any individual corporation, partnership, association or business entity to absorb 
any future cost increase when such cost increase has itself been officially sanc- 
tioned or approved by any other regulation or order promulgated by any agency, 
division, or branch of the Federal Government.” 

It will be observed that this suggested amendment merely proposes that only 
those future elements of increased cost which are themselves sanctioned by the 
Government shall not be added to the burden of cost absorption which business 
and industry are currently undertaking. It does not remove such elements of 
cost from Government control; it merely calls for an equality of sacrifices which 
should be an integral part of the American approach to the emergency. 


PROPOSED AMENDMENT NO. 3 


In the history of collective bargaining during recent years, there has been a 
decided trend toward providing wage earners not only with increased monetary 
wages, but also with so-called fringe benefits such as, for example, paid vaca- 
tions, life insurance, hospital, accident and health insurance, pension plans, and 
other similar factors. This has become a definite pattern in American business 
and industry. One must not lose sight of the fact that these fringe benefits, 
while they may offer future benefits to the workers, represent nevertheless a 
very substantial current cost to the employer. In fact, the price that must be 
paid to provide these benefits is just as much a part of current labor cost as are 
the direct monetary wages. If benefits are increased, it is identical from a cost 
standpoint with an increase in wage rates. Consequently, all price ceiling reg- 
ulations or wage stabilization regulations pertaining in any way to the reflection 
of direct labor costs should treat fringe benefits and wages in the identical manner. 

The Forstmann Woolen Co. believes that this is the intent of Congress, but in 
order to avoid any possible confusion or misunderstanding on this important 
point, the following amendment should be inserted immediately following section 
402 (b) (5). 

“It is the expressed intent of Congress that wherever the words ‘wages, Salaries 
and other compensation’ are used either in the Defense Production Act or any 
regulation thereunder, ‘other compensation’ shall be deemed to include the cost 
of all so-called fringe benefits such as (but not limited to) life insurance, health, 
accident and hospital insurance, pension or retirement benefits, and paid vaca- 
tions, insofar as the cost of such benefits is borne by the employer. The cost 
to the employer of such fringe benefits shall be computed and treated exactly 
as if such cost were a direct part of monetary wages paid.” 
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CONCLUSION 


The intent of these three amendments, namely, to prevent any hindrance of 
production, to provide an equality of sacrifices in reflecting those cost increases 
which the Government itself may sanction, and to point out the basic fact that 
wages and fringe benefits are both a part of current labor costs, is to clarify 
and strengthen the purpose and effect of the Defense Production Act and to 
enable all segments of our economy to achieve the maximum efficiency in meeting 
the burdens of world leadership and national defense which have been thrust 
upon us. 


STATEMENT OF HARRY J. BROOMHALL, REPRESENTING THE PROPERTY 
OWNERS ASSOCIATION OF FRANKLIN COUNTY, OHIO 


My name is Harry J. Broomhall, residence address 38 South Champion Avenue, 
Columbus 5, Ohio. I speak for the Property Owners Association of Franklin 
County, Ohio, with a membership of about 600, and, as we are interested in 
local governmental affairs and property owners usually follow our lead, we 
believe our association fairly reflects the sentiments of property owners in 
Franklin County and the city of Columbus, a population of over 500,000. Further, 
I am a director of Property Owners Association of America, Inc., and as such 
I have been interested in the national as well as the local aspects of rent control. 
Too, Mrs. Broomhall and I personally own and operate 58 apartment units in 
Columbus and that, of course, enables us to speak of rent control from the owner's 
viewpoint. 


THE COLUMBUS SITUATION 


Our association made a house-to-house canvass of the vacancy situation 
in Columbus and upon completion of the canvass, in order to get a properly 
compiled and professionally supervised report, we submitted our work sheets to 
Roy Wenzlick & Co., real estate statisticians of national repute, with offices in 
St. Louis, and they completed the report. A copy of this survey report is attached 
as exhibit A. 

The vacancy ratio when the survey was made was more than 5 percent. Recent 
checks and inquiries by our members as to vacancies, and turn-over in our own 
properties, convinces us that there are more now, and because of the very exten- 
sive building boom in Columbus for the past 5 years the demand has now been 
met. Because a substantial percentage of the new homes are built for sale and 
are being sold on very easy payment terms, the demand for rental properties 
can well be met from properties vacated by the purchases of new homes. Of 
course there is and perhaps always will be, the cry that there are no two and 
three bedroom homes for rent at from $40 to $50 per month. These are the 
perennial bargain hunters who are already housed, but who would accept cheap 
rent in order to have more for other comforts and luxuries like radio, television, 
deep freezers, and so forth. Anybody with ordinary horse sense knows you 
can’t supply and maintain in decent state of repair any 5- to T-room, modern home 
today for $50 or less. There are plenty of houses and apartments at from $60 
up to $150 for what would be deemed luxury homes in Columbus. 

Our report was filed with our mayor, city clerk, and each member of our city 
council. We learned through the newspapers that rent control “might” come up 
at the regular weekly meeting of the council, November 27, 1950. To be sure 
of the opportunity to be heard, several of our members, including myself, were 
on hand at that meeting. Because of our presence, as we thought, the resolution 
to extend rent control was not introduced, but was carried over to a special 
meeting, November 29, 1950. During the recess of the November 27 meeting 
I spoke to the president of the council, Mr. Henry A. Koontz, and asked for a 
hearing in behalf of the Property Owners’ Association. He replied almost 
in an undertone, “They don’t want a hearing.” I said, “Who do you mean?” 
and he said, ““The members of the council.” 

Anyhow, we were there Wednesday night, November 29, and at that meeting 
the resolution to extend rent control until June 30, 1951, was introduced and 
passed by a vote of 5 to 2. The mayor and all seven members of the city council 
represent themselves to be Republicans. At the conclusion of the balloting the 
writer asked permission to make a few remarks and, while not being granted 
the courtesy, the chair did not interrupt for a few moments, during which we 
expressed our astonishment and amazement of the action of the 100 percent 
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Republican administration so soon after the November election, in which rent 
control exponents Lucas and Meyer were defeated, and this being one of the 
first and most repugnant of the fair deal measures, that they would go so far 
without at least hearing from tax-paying property owners, especially in view 
of the Los Angeles case which we understood to have been thrown out by the 
Supreme Court entirely because adequate public hearings were not held; and 
after, by their own admissions, having held two star-chamber conferences with 
the local area rent director. And so the deed was done—the die was cast, and 
without a hearing of either landlords or tenants, Columbus was, for the time 
being, stuck with rent control. Now it must be evident that our councilmen 
felt that their political fortunes dictated the course taken. Columbus does have 
an ample supply of housing, as evidenced by our survey, but until we can repair 
our political fences our chances for repeal on the local level seem slim. Who can 
dare say rent control is not a political issue? 

The mayor and all members of the city council have been duly advised by me 
that Senator Taft, who had just been returned to the Senate over the most deter- 
mined opposition of those forces usually alined against repeal of rent control] and 
themselves constant supplicants for public favors; Senator Bricker and Con- 
gressman Vorys, both residents of Columbus, all voted in 1950 against extension 
of rent control. Our officials seek election under the banner of the Republican 
Party, but in actual practiee they more nearly follow the line of the Socialist 
Party. 

Another angle which is perhaps typical of conditions in other cities is the 
matter of publicity. Our newspapers have been generous in singing the praises 
of our public officials whose sole interest in taxpaying property owners seems to 
be to get their votes and thereafter hike the taxes, water rates, bus fares, wages 
of city employees and what have you, but these same newspapers consistently lay 
aside news items offered by our association. This, of course, places income prop- 
erty owners at a great disadvantage. 

Further, we wish to point out that it is the small owners who experience the 
greatest difficulty with area rent office. Larger owners who have expert account- 
ants, legal advisers, ete., at their elhows, are able to prepare their applications 
in a formal and regular manner and often know politicians who have influence, 
succeed in getting rent increases. The smaller owner of one, two, and three 
units, lacks these advantages, is usually emphatic in his demands for his rights, 
but because of his lack of funds to hire expert and influential advisers he must 
continue to bear his cross, but with an ever-mounting bitterness toward the 
rent-control system. I meet many of these unfortunate landlords and, in some 
cases, have been able to advise them in a way that has afforded them a measure of 
relief. They comprise the vast percentage in numbers of rental property owners, 
but they do not believe in pressure groups and special privilege, and so are slow 
to band together for their mutual protection as is done in the field of labor, 
farmers, business, etce., and for their patriotic fervor they toil on with their 
rights hypothecated by those of you to whom they look for better, much better, 
things. 

As in other cities, the proponents of rent control cite the great harm that will 
befall tenants if controls are removed. Information, often originating or aug- 
mented by the area rent office, appears in the papers in support of such conten- 
tions. In Upper Arlington, a suburb of Columbus, the city council voted for de- 
control several months ago. Right away we noted an article in the Columbus 
Dispatch which stated complaint after complaint had been registered with the 
city officials about excessive rent increases. I personally visited the city clerk 
of Upper Arlington and was given the name of the one and only landlord against 
whom a complaint had been filed. Then I contacted the owner, a widow, and was 
informed that she had raised her rents to her three tenants who, with herself, 
occupied her four-family building. She suspicioned that I was a stooge from the 
rent office, but did admit that she had raised the rents from $69 to $120, and 
stated that the tenants had been protected for the difference for a long time, 
that her’s were better apartments—with full dining room instead of dinette— 
than adjacent properties renting at from $120 to $140 per month on a voluntary 
basis. The question is, should this lady, because she had furnished homes for 
these three families at about half price for many, many months, be obliged, out 
of her own purse, to continue to subsidize them indefinitely? As there are now 
many apartments for rent from $60 per month and up, these three families had 
the option of settling in one of them. I have 38 units, fully furnished, with heat, 
gas, water and janitor service, and strictly modern, now renting at $75.60 per 
month. Tenants who pay even $65 per month could, with a modest down pay- 
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ment, use the same dollars to enjoy the independence and security of owning 
their own home. 


PUBLIC HOUSING RATES—INCREASED COSTS 


The Labor Union, a newspaper, under date of March 2, 1951, reports increases 
in Government housing rents of 28 percent at Oak Ridge, Tenn., and 41 percent 
at Richland, Wash. The before and after rental rates were not given. Thou- 
sands of the smaller income property owners have no income other than their 
rents. The cost of living increases hit them right between the eyes. Food is up 
123 percent over 1940, building costs 119 percent, house furnishings 104 percent, 
clothing 93 percent, and all repair labor is up no less than 200 percent. How 
can we hope that these good citizens will be able to live and to maintain their 
properties in a decent state of repair? To live they must eat, so there is nothing 
else they can do but to let their properties go to pieces and slowly become slums. 
By and by no one will live in them at any price. Are we to assume that our 
Congress would deliberately promote such a dismal fate for millions of its con- 
stituents struggling mightily to shun the odium of living on doles? 

On the other hand, should Congress accord these owners even the same in- 
ereases exacted by the United States Government, 28 percent to 41 percent, 
perhaps an average of 35 percent, there would be no further need for rent 
control because this would make the rents competitive and the supply-and- 
demand rule would came into play and that would end it all. Surely Congress 
could do no less for these good folks who have suffered the yoke for nine long 
years. 


PARITY FOR THE LANDLORD 


When we witness the great concern of the Federal Government to insure 
the living standards of the farmer by the parity process, also their willingness, 
nay—even eagerness, to reach out to favor organized labor in its enthusiastic 
zeal to force up the wage rates, we wonder just what is wrong with the owner 
of a small piece of, income property who is forbidden even to mingle with the 
crowds, but is forced aside by the same Government and must forego the benefits 
of prosperity which are so appealing to all the other elements of society. Why 
not work out a parity formula for the landlord? 


POLITICAL ASPECTS 


Rent control, if anything, ought to be a purely humanitarian institution with 
no political implications whatsoever. It may be fairly safe to assume that 
owners of controlled property are about egually divided between the two major 
political parties. Yet, when the last law was enacted, in June 1950, it was 
common knowledge that many votes were cast in favor of the bill because it 
was thought politically expedient to do so. Failure of enactment, it was said, 
foreshadowed the defeat of certain, at the time powerful, Members of the Con- 
gress. So, regardless of whether it was right or wrong to do so, the income- 
property owner was again-subjected to the harsh and rugged boot of the Housing 
Expediter. But property owners were more articulate, come the November 
election, and I think the defeat of Senators Lucas, Meyers, Donnell, and to 
some extent Tyding and Thomas, was largely due to the influence of the property 
owners and their friends at the polling places, The facts speak for themselves. 

Law, as we view it, should mete out justice share and share alike to all 
citizens. Failing this, a “so-called” law becomes instead discrimination, forced 
subsidy, mockery, fraud, and abuse. No class of citizens can be granted even the 
slightest favor or advantage except at the cost or expense of other class or classes 
of citizens. In the case of rent control, what Congress has made “law” takes 
a part of the income property owner’s property value away from him and hands 
it over, without even the suspicion of compensation, to a tenant. Tenants, in 
the main wage earners, have enjoyed at least four rounds of wage hikes since 
March 1942 aggregating some 125 percent or more, so where is the justice of a 
law which forces the landlord to furnish the tenant with a home at the 1942 
price level. What other commodity can you buy today at March 1942 prices? 
You boys here in Congress have even provided the President with more wampum 
to make him more popular at the poker table, you have tapped the till your- 
selves, but the poor widowed landlord weeps over your neglect of her sad plight. 

Returning again to the political aspects of the case we are convinced that rent 
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control would never carry in a Nation-wide poll. Consider the millions of prop- 
erty owners in America. Surely very few, if any, of them would favor rent 
control whether they are renting their property or not. They might wish to do 
so some day, and surely would prefer a free market. Further, my own inquiry 
of labor union members convinces me that there are as many owners as renters 
among them. Rent control makes a fine issue for labor bosses to show the rank 
and file of union members how their big hearts bleed for the lowly tenant who 
may, with cheap rent, better afford a television set, deep freeze, or a new auto- 
mobile. But the home owning labor union member does not fall for this phi- 
losophy. By and large, union members are fair and want to be as fair to “other 
people” as they want ‘other people” to be to them. There are no extra votes to 
be garnered from this group of citizens. Tenants are pretty much in the same 
class and are above trading their votes for the right to enslave their fellow men. 
It would be better to forget rent control as a vote getter. 


PASTEL MINK OPPORTUNITIES 


And now, gentlemen, I kindly invite your attention to exhibit B of this report. 
This is a copy of the annual report of Sherwell Realty Co., and was sent to me 
as the owner of some of their shares. While I was, of course, highly pleased to 
note the increase of $12,950 in the net income for the year, that feature just 
“faded away” the instant my vision rested upon the item. 

“Fee paid for rent increases, $3,682.00.” 

What do you make of that item, gentlemen? Is it your understanding that 
an owner should pay somebody, even 5 percent, in order to get a rent increase? 
If your facts warrant a rent increase you should have it without paying anything 
to anybody; if your facts do not conform to the area rent office’s notion of the 
regulation requirements, or if you have not been properly introduced by the 
right politician, you won't get an increase. This old boy must have had the 
“open sesame” because rents went up $22,842 over the preceding year. Not too 
bad at a cost of only $3,682. 

The original copy of this report was sent to Senator John W. Bricker of Ohio, 
and so he is familiar with it. I am in no position to investigate the operations 
of the area rent office in Chicago, but I wish I were. Can you picture, say, 1,000 
owners in this bracket, each paying $3,682 to get some rent increases? That 
would make a sum of $3,682,000; and we all know that there are several thou- 
sands of similar income properties in the Chicago area, some larger, Many 
smaller. But if there is some way of hiring somebody to “‘work things out for 
you,” both the big and the little fellows in that locality, judging from my operat- 
ing experiences there, soon get wise. Then, running an area rent office would 
become a pretty big business. It is my understanding that you deal with a middle- 
man, sometimes a former rent-office employee, who is familiar with the proceed- 
ings and also knows the folks at the rent office; in fact he may be “very close” to 
one or more of them. With a set-up like that granting and receiving rent in- 
ereases could get to be quite ducky. They may even have some pastel minks out 
there. Well, a dumb sucker like me who has no more sense than to pay for 
what I get at least once, sometimes more than once, as you will learn if you 
have occasion to employ a plasterer, electrician, or a plumber, can only gaze 
upon an item like the $3,682 fee and wonder. What do you gentlemen, whose 
sensibilities may by now be less subject to shock than mine, what do you make 
of it? 


CONCLUSIONS 


Our conclusions, in the broad sense, apply to the local situation in Columbus, 
and with equal force to the national scene. 

1. Rent control ought to be strictly nonpolitical and nonpartisan. Attempts 
to use it as a vote-getting instrument have resulted in disaster for the politicians. 

2. Owners have endured this unfair burden since March 1942, and have sacri- 
ficed billions of dollars to tenants, who during the same time have not only 
been allowed, but encouraged and assisted by the Federal Government to increase 
their own incomes 200 percent or more. These owners, generally thrifty, 
patriotic, taxpaying citizens of the highest moral type, are entitled to be relieved 
of this inequity by this Congress. 
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3. The Korean police action, which is so often used as an emergency justifica- 
tion for rent control, is, in truth, exactly the opposite. Working people are now 
all employed at high wages. Why, then, shoukl widows and aged folks who have 
saved some of their earnings to buy income property be treated less fairly 
than the laborer, the farmer, the butcher, or the baker? Landlords have to 
eat in war as well as in peacetime. 

4. Tenants who live in homes with frozen rents often will not move just 
because the rent is so cheap they can't afford to. Meanwhile, they live in rapidly 
depreciating property which the owner cannot keep in good repair from the low 
rent. So the tenant stays on until the place becomes so shabby and run down 
he is ashamed to be seen near it. Then he moves. The house has become a 
slum. Tenants, on the whole, would rather. pay more rent and have good 
housing. 

5. Taxpayers are entitled to be relieved of this extravagance. The defense 
program should have the benefit of every dollar of the taxpayer’s money not 
urgently and immediately needed elsewhere. Rent controllers serve no useful 
purpose, but do much harm. Surely it is harmful to promote antagonisms be- 
tween citizens who would, but for them, be the best of friends. Let’s save the 
expense and restore landlords and tenants to their former happy estate. 

6. Municipalities, most of Whom are always whooping it up for better living 
conditions, fine parks and boulevards, elimination of slum areas, etc., would 
find the owners of low-cost housing doing a great deal to help them beautify 
their cities if rent control were removed and these owners permitted to charge 
fair rents sufficient to enable them to paint, repair, and renovate the properties 
which have been so sorely neglected since March 1942. 

7. Labor, through their perennial bosses, have always advocated rent control. 
Don’t they know that rent to a landlord is just what wages are to a union work- 
man? On the other hand they seek to tie the hands of the landlord, while on 
the other they shout from the housetops their own “constitutional” right to have 
no limitations on their own eternal struggle for ever and ever higher wages. But 
the individual members of labor unions are home owners and they want just as 
much freedom for themselves as property owners as they do for themselves as 
wage earners. Counting noses, you will find that labor is not for rent control— 
they are willing for the small-property owner to have equal freedom with them- 
selves over control of their private incomes. 

8. The public will be better served by the end of rent control. Positive proof 
of this is the testimony of officials from cities and States where decontrol has 
been effected. Rents level off, the tenant has a choice of selection, and every- 
body goes about his business happy in the knowledge that nobody is forced to do 
anything. The public good will be served by ending rent control everywhere. 

It has been our purpose to briefly point out the effect of rent control on the 
various interests involved. For several years now this one control has been re- 
newed, but over an ever-decreasing portion of the income property owners of the 
Nation. Of some 40,000,000 rental units in the Nation on the freeze date, only 
18,000,000 were frozen. That number has since dwindled to less than 3,900,000. 
In these hearings, year after year, we have listened to the repeated, heart-break- 
ing appeals of labor bosses and charity workers, all well served by the land- 
lords of the Nation, declare in dreadful tones the fate that would befall the lowly 
tenants if rent control were repealed. And year in and year out, by modification 
of the law by the Congress and by local actions, dozens of these communities 
have been decontrolled, and only good has resulted. Owners and tenants are a 
necessary combination and they must, in the main, get along with each other and 
serve each other. Any other argument is pure piffle. With but 20 percent of the 
original total units still frozen, it is time to remove this eyesore from the land- 
scape and restore it to its pristine beauty. 

Landlords ask for no special privilege. All in he wide world these good folks 
ask of you is that you return to them the liberty you took away from them in 
March 1942, and which you took away from no other class of the citzenry. They 
have done no wrong. They look to the present Congress to set them free. Gentle- 
man, I have finished. Thank you and goodby. 
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EXxuisit A 
HAs THE Hovsine SHORTAGE IN CoLUMBUS BEEN SATISFIED? 


A report of a vacancy survey made by the Property Owners Association of Frank- 
lin County, Ohio., prepared by Roy Wenzlick & Co., St. Louis, Mo. 


THE VACANCY SURVEY 


Who made it? The Property Owners Association of Franklin County. 

Why was it made? To comply with Federal law to submit evidence for de- 
eontrol hearings. 

How was it made? House to house canvass. 

When was it made? From September 1, 1949 to December 31, 1949. 

Where was it made? Scattered over nearly 50 percent of the residential units 
within the city limits of Columbus, Ohio. 

What did it reveal? 

This is what it revealed: 39,106 dwelling units surveyed, 19,322 owner-oc- 
cupied, 19,784 tenant-occupied or vacant, of these 19,784 rentable units, 983 were 
vacant. 

In other words, 5 percent of the rentable units were vacant. 

3ut how does this compare with 1940? 

In 1940, in the city of Columbus, there was a vacancy of 5.2 percent among 
rental units. 

So when this survey was made the vacancy among rentable units was virtually 
the same as‘it was in 1940. 

Furthermore, since this survey was completed more than 350 new dwelling 
units have been started in the Columbus area. 

But where were all of these vacancies found? 

They were found in all sections of the city: 25 percent were found in lowest 
rent districts, 14 percent were found in the next lowest rent districts, 30 percent 
were found in medium rent districts, and 31 percent were found in high rent 
districts. 

What would happen to rents in Columbus if they were decontrolled? No one 
knows—but we do know the experience of 100 cities where rents have been 
decontrolled. 

What has happened to rents in these cities—for example, what percentage 
of the tenants received increases? Only between 25 percent and 30 percent of the 
units freed of control raised their rents. 

How much did rents go up? The over-all rent level in the decontrolled cities 
rose about 6 percent—of those units that were increased the average rise was 
between 20-25 percent. 

Is there more specific information? Yes! The Bureau of Labor Statistics 
has reports on seven major cities that have been decontrolled. 


What percent of tenants received rent increases in these cities? 


Percent received Percent received 
increases | increases 
ee 57 | Topeka, Kans_____-__-_- ‘ 36 
Ry ie Ge) opOneme, Welt.............. 4G 
i mais 33 | Salt Lake City, Utah__- the 44 
PCUIITINO | TF Bhs oo ectneinesincrinee nine 52 | 


In other words—in most of these large cities less than one-half of the units 
free to rise received increases. 

But how much did the rents that were raised go up? 

The average dollar per month increases were: 


Between— Between— 
Knoxville____._-__ $5.00 and $9.50] Topeka___._._._.__._._. $7.00 and $11.00 
Dallas____._.__._--_ $11.00 and $18. 00} Spokane-___- . $5.00 and $6.00 


Houston_____- . $10.00 and $14.00] Salt Lake City... $6.00 and $6.50 
Jacksonville_____— $6.00 and $13. 00 | 
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Some of these seem high. What was the vacancy percentage when decontrol 
took effect in these cities? 

Figures are not available in all of them but those we have show that generally 
higher raises went with the low-vacancy percentages. 


Knoxville: 14% percent vacancy in rentable units—57 percent tenants raised 
$5.00 to $9.50 per month. 

Dallas: 2% percent vacancy in rentable units—59 percent tenants raised 
$11 to $18 per month. 

Houston: 3% percent vacancy in rentable units—33 percent tenants raised 
$10 to $14 per month. 

Spokane: 2 percent vacancy in rentable units—46 percent tenants raised $5 to 
$6 per month. 

Salt Lake City: 4 percent vacancy in rentable units—44 percent tenants raised 
$6 to $6.50 per month. 


But in Columbus the vacancy in rentable units is 5 percent or more. None of 
the cities mentioned had so favorable a percentage of vancancy when they 
decontrolled their rents. 

How would various rent increases affect different income groups? Or—how 
much would their cost-of-living budget go up? A 10-percent rent increase would 
raise the cost-of-living budget between 1.2’ and 2.5’ percent. A 20-percent rent 
increase would raise the cost-of-living budget between 2.5* and 5*. A 30-percent 
rent increase would raise the cost-of-living budget between 3.7 * and 7.5°* percent. 
A 40-percent rent increase would raise the cost-of-living budget between 5* and 10? 
percent. . 

What conclusions may be drawn from this survey? 

1. The vacancy percentage in Columbus is now virtually the same as it was 
in 1940. 

2. This vacancy percentage is higher than that in nearly 90 percent of other 
major cities that have already been decontrolled. 

3. Therefore, the housing shortage in Columbus is no more acute than it was 
in 1940—2 years before controls—and the rent increases that would follow 
decontrol in Columbus should not be so high nor so widespread as those following 
decontrol in other cities. 


1 The smaller percentage increase applies to the cost-of-living budget of those families 
whose annual income is $5,000 or more. The larger percentage increase applies to the 
cost-of-living budget of those families whose annual income is $2,000 or less. Families 
whose annual incomes lie between these two extremes will have their cost-of-living budget 
affected proportionately. 
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Exursit B 


Sherwell Realty Co., Chicago—Comparison of income and expense, years ended 
Sept. 30, 1949, and 1950 


| 
Year ended Sept.30— | 




















: Increase or 
> . —— _ a 
Particulars | | decrease (—) 
1949 1950 
Income: 
Rental of apartments (less $2,090.65 leasing commissions | | 
paid brokers in current year; prior year’s amount was | | 
RE wincncidccdtesducdeniktanbsweness edad : .| $188, 513.03 $211, 355. 63 $22, 842. 60 
Rental of maids’ rooms and studio...._._.__________- sige 1, 170.00 1, 210.00 40.00 
Service charges— 
Electricity and light bulbs_._-.-...-...._-- oaccalaan en | 6, 417.09 | 6, 610. 23 193. 14 
. Window washing. .............--- en hnnieaiel aipeaaaen 1, 638. 30 | 1, 755. 65 | 117. 35 
ESE eae seatnd eens cenvelaeenees 257. 88 420. 26 | 162. 38 
Cd cin eden ; hens _ 19%, 996. 30 221, 351. 77 23. 355. 47 
Operating expenses: | 
Salaries and wages--.-......-.-.- la wal 26, 961. 93 31, 265. 37 4, 303. 44 
en ee inasoenaciie -| 11, 981. 24 | 11, 483. 21 — 498.03 
Management Reset ee Fee ths eae siete 9, 866.04 | 11, 252. 38 | 1, 386. 34 
Jecorating apartments. - - - . | 7, 635. 81 11, 089. 43 | 3, 453. 62 
Decorating in public areas (halls, lobbies, ete. | 1, 304. 00 1, 950. 25 | 646. 25 
Electricity and light bulbs 6, 835. 78 6, 936. 45 100. 67 
Repairs and general maintenance -- - -- 4,017. 65 4, 495. 23 477. 58 
Elevator maintenance. } 3, 032. 28 3, 078. 61 46. 33 
Supplies for maintenance and sundry PONGME........02. | 2, 522. 41 5, 601.03 3, 078. 62 
DL 2. datodseeedivawnnartabacactinnee oaall -| 2, 198. 49 2, 375. 55 177. 06 
CS ee ee aren sical shea = 900. 00 900.00 |........ 
Oi a atl il naa piciatiliogasdanieeh | 676. 12 717. 93 41.81 
Carpet and linoleum maintenance.......-..-.---.---------| 523. 12 927.61 | 404. 49 
a DP EENR ono weessdeksnsc reeeke ttaitoicarl a 461. 31 589. 46 | 128. 15 
niforms. _.__- Raatee . ; a 410. 88 537. 09 126. 21 
Refrigerator maintenance_.....--._-- — aciapaaion | 296. 38 209. 40 —86. 98 
Exterminating..-...........--.--.-- f 96. 00 — 197. 50 
ee. hee tues endiesadinlan a el 272. 78 57.19 
Window-shade maintenance - ----_- Secs tates inal 867. 62 | 741. 89 
Ge cin dbadidanteenes icetesdiaaii ss 1, 803. 29 1, 365. 59 — 437.70 
Total operating expenses................-....-.--- -cc-] 82,061.85 96, 010. 99 13, 949. 44 
Excess of income over operating expenses -_--_......-- ; 115, 934. 75 125, 340. 78 9, 406. 03 
Other expenses: 
Property taxes (estimated) .__- ._- 53, 778. 36 50, 540. 71 —3, 237. 65 
Adjustment of prior year property tax accrual (actual bills 
for 1948 and 1949 were $49,913.42 and $50,162.82, re spec- | | 
GU oaid dss cosewelans : = —8, 025. 16 —3, 677. 89 4, 347. 27 
Tax reduction expe nse.___- iii eicatecen ection : 6, 276. 13 —6, 276. 13 
Fee for securing rent increases... = eiaicapiaain ‘ catia 3, 682. 00 3, 682. 00 
Interest on loan... dionkices Eels acne : 3, 349. 86 1, 756. 67 —1, 593. 19 
BI bh dnns Diab anthocwdakaicaeen pies - ‘ 609. 00 575. 00 —34. 00 
Transfer agent expense —— | 444. 65 442. 85 —1.80 
Sundry corporation expense (fre anchise tax, secretarial fe e, 
etc.) - 2, 108. 59 1, 677. 97 —430. 62 
Net income before depreciation and Federal income 
58, 541. 43 54, 997. 31 —3, 544. 12 
Net income before depreciation and Federal income 
a a en a i 57, 393. 32 70, 343. 47 12, 950. 15 
Provision for Federal] income taxes. .............-- 786. 25 4, 616. 81 3, 830. 56 
Net income before depreciation. -...................--..- 56, 607. 07 65, 726. 66 9, 119. 59 





STATEMENT OF GILES MorRkoW, EXECUTIVE SECRETARY AND G 
FREIGHT FORWARDERS INSTITUTE 
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SNERAL COUNSEL, 


My name is Giles Morrow. I am executive secretary and general counsel of 
the Freight Forwarders Institute. Offices of the institute are located in the 
Dupont Circle Building, Washington 6, D. C. 

The Freight Forwarders Institute is the national association representing 
freight forwarders subject to regulation under part IV of the Interstate Com- 
merce Act. 

To briefly identify the industry, freight forwarders are common earrier 
transportation agencies, specializing in the handling of less-than-carload or 
merchandise freight. They operate throughout the United States, a number of 
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the larger companies serving every State in the Union. There are about 100 
companies authorized by the Interstate Commerce Commission to conduct for- 
warding operations. Gross transportation revenues of the industry exceeded 
$286,000,000 in 1950. In the year 1950 freight forwarders transported almost 
20 million individual shipments, comprising 4.3 million tons of freight. 

The rates of freight forwarders and other common carriers and public 
utilities are exempt from the price-control provisions of the Defense Production 
Act of 1950, under the terms of section 402 (e) (v) of that act. There is no 
condition attached to the exemption insofar as the rates of common carriers are 
concerned. A proviso, evidently intended to apply to certain public utilities, 
requires that in the case of increases in charges for property or services sold 
“for resale to the public,” 30 days’ notice must be given to the president or his 
designated agency and consent granted for such agency to intervene before the 
regulatory authority having jurisdiction over the increase. 

Section 104 (c) of the bill, appearing on pages 10 and 11 thereof, proposes to 
substitute new provisions for the present exemption clause as it appears in 
section 402 (e) (v) of the Defense Production Act. These provisions would 
change the present clause in two respects: (1) By restricting the application of 
the exemption to the rates of common carriers or public utilities subject to 
Federal, State, municipal, or other public regulatory authority; and (2) by 
requiring all common carriers and public utilities to give a minimum of 30 days’ 
notice of any increase in their rates or charges to the President or an agency 
designated by him, and to consent to the intervention by such agency before the 
regulatory authority having jurisdiction over such rates. The President would 
be authorized to provide exemptions from the notice and consent to intervention 
requirements under certain conditions. 

The freight forwarding industry is very strongly opposed to the proposed 
requirement that common carriers give notice to the Office of Price Stabilization 
(which we assume would be the designated agency) 30 days in advance of any 
increase in their rates, and consent to the intervention of such agency before the 
appropriate regulatory authority. 

As we will show, the issue raised by this proposed amendment is not material 
to the objectives or purposes of the Defense Production Act. Common carrier 
and public utility rates are already subject to effective and continuing govern- 
mental controls. The proposed amendment is procedural only, and it would im- 
pose technical, complicated, and unnecessary requirements upon the already ef- 
fective controls. 

There are two basic reasons why the rates of regulated common carriers should 
not be subjected to notice and consent requirements under the Defense Production 
Act. First, such a requirement is not necessary to or in furtherance of any 
objective of the Defense Production Act, and second, it will result in duplication, 
needless expense, and fruitless litigation, from the standpoint of both the Gov- 
ernment and the transportation industry. 

The change in the exemption provisions is not necessary because the existing 
law governing the rates of common carriers is complete in itself, and adequate 
to accomplish in a direct and simple manner what the amendment seeks to ac- 
complish by indirect and complicated means. The Interstate Commerce Act pro- 
vides controls over the rates and practices of railroad, motor, water, freight for- 
warder, express, sleeping car, and oil pipeline common cariers. Such controls 
have been the product of more than 60 years of experience, through peacetime 
and emergency periods. The acts governing airlines and certain other common 
earriers and public utilities have largely been patterned after the Interstate 
Commerce Act, and what is said here will be essentially true in the case of all 
regulated common carriers and public utilities. 

Under the Interstate Commerce Act and the overriding National Transporta- 
tion Policy declared by Congress, the Interstate Commerce has duties and re- 
sponsibilities in the discharge of which the Commission becomes, in times of 
emergency, as much a defense agency as any other agency of the Government. 
The Commission is under a mandate to so administer the Act as to preserve ¢ 
national transportation system adequate to meet the needs of commerce as well 
as the national defense. 

The ICC and other regulatory agencies have a well-recognized obligation to 
give full consideration to any existing emergency measures and policies of the 
Government to combat inflation when they pass upon requests for increases in 
transportation rates. As the Supreme Court said, speaking of responsibilities 
arising under the Emergency Price Control Act of 1942, “The Administrator 
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(of price controls) does not carry the sole burden of the war against inflation” 
(Hecht Co. vy. Bowles, 321 U. 8. 325). In a case more specifically in point which 
arose under the 1942 act, the Supreme Court said that the Interstate Commerce 
Commission was under a “distinct duty” to give full effect to wartime conditions 
and the stabilization legislation (/. C. C. v. Stabilization Director, 322 U. 8. 503). 
The Court did not find the Commission delinquent in that duty. 

The ICC has plainly demonstrated that it does not need the prodding of a 
special policeman to recognize and carry out the governmental policies against 
inflation. In an interim decision in a rate-making case decided as recently 
as March 12, 1951, the Commission said: 

“In discharging our responsibility in the premises, we must consider the 
future needs of our petitioners for increased revenues to enable them to pro- 
vide an adequate transportation service, but this need is to be weighed in the 
light of the other substantive requirements of the law that rates shall be 
just and reasonable to the public, and, in the present situation, that no unneces- 
sary obstacle be thrown in the way of the efforts of the Government to stabilize 
prices and the cost of living’ (Ex Parte 175, mimeograph, p. 10). 

The policy so announced is not new. It has been adhered to consistently in 
the past, and is the same policy followed by the Commission under the emer- 
gency acts in effect during World War Il. In a rate-increase case decided in 
1943 the Commission said: 

“We recognize the congressional objectives in the Price Control and Stabiliza- 
tion Acts to prevent inflation during the present emergency, and in the admin- 
istration of those statutes the Director of Economic Stabilization and the 
Price Administrator will have our cooperation” (Ex Parte 148, 255 LC. C. 357, 
392). 

These decisions have been cited merely as examples of the adequacy of exist- 


ing controls as applied to common-carrier rates. No one has suggested changing 


the basic controls. The purpose of the amendment is apparently to set up the 
price stabilization agency as a sort of “watchdog” to see that the regulatory 
agency does its full duty and to insure that the watching agency has full oppor- 
tunity to express its views. 

We think that any implication that the ICC or other regulatory agencies need 


to be watched or prodded in the discharge of their responsibilities is wrong, and 
will be misconstrued. We fear that again, as during World War II, jurisdic- 
tional questions between agencies will arise and cause needless litigation, and 
that efforts will be made to inject the price-control agency as the dominant force 
in rate-increase cases. 

But these are not the basic ingredients of our objections. Assuming that it 
is a desirable thing for the Director of Price Stabilization to keep track of 
proposals to inerease rates, and that it would be helpful to the regulatory 
agency, at times, to have his views—there is no need to change the law to ac- 
complish these objectives. 

No phase of business activity in this country comes under closer scrutiny of the 
public than the rates of common carriers. No governmental function is better 
understood or more widely participated in by all interests involved than the 
rate-making function. The law and regulations governing rates and participa- 
tion in rate cases provide adequate notice to the whole public, and permit parti- 
cipation of anyone with an interest in the matters involved. 

The rates and charges of freight forwarders and other federally regulated 
common carriers must be published in tariffs, posted in the carriers’ offices, and 
filed with the Commission at least 30 days before they are to become effective, 
except in an emergency satisfactorily shown to the Commission. 

During the 30 days between the time when the tariffs are filed with the ICC 
and the date on which they are scheduled to become effective, they are subject to 
inspection by anyone. Increases of any substance are given the widest pub- 
licity. Shippers located in the remotest sections of the country are not taken 
by surprise by rate increases affecting them. 

Under the law, any person may protest any rate filed, and if there appears to 
be substantial ground for challenging the rate it will be suspended by the Com- 
mission and set for public hearing. The burden of proof then shifts to the carrier 
to justify the increases, and the rate will not be permitted to become effective 
unless such burden of proof is sustained. 

Agencies of the Government have traditionally exercised their right to protest 
increases iv common carrier rates and to appear before the regulatory body in 
opposition thereto. In a pending case, known as Docket Ex Parte 175, in which 
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the railroads, water carriers, and freight forwarders seek an increase in their 
rates the following agencies of the Government have intervened and are taking 
an active part: Economic Stabilization Agency, Secretary of Agriculture, Ten- 
nessee Valley Authority, General Services Administration, United States Attor- 
ney General, Department of Commerce, and Department of Interior. 

It took no special act of Congress to authorize these departments and agencies 
to participate in the pending case, and none will be required for the future. The 
conditions under which the Economic Stabilization Agency entered the case 
would not be changed or improved, nor its standing before the regulatory agency 
enhanced, under the amendment to which we are registering our objection. 

Summarizing the facts showing that the proposed amendment is not necessary, 
we find that the present controls over common carrier rates are adequate and 
that the regulatory bodies apply such controls with due regard to emergency 
measures to combat inflation; that the price-stabilizing agency has adequate 
notice of any proposed increases in earlier rates; and that the existing law pro- 
tects the right of anyone, including any agent of the Government to protest rate 
increases, 

If there were nothing more, the amendment might be dismissed as a harmless, 
if idle, gesture, restating, in effect, what is already in the law as a matter of 
extraordinary precaution. Unfortunately, that is not the case, as we will show. 

The second and very practical reason for our objection to the proposed amend- 
ment is that it will result in great duplication of effort, both governmental and 
private, and will cause needless expenditure of time and money. 

These facts have all been forcefully demonstrated by events which occurred 
under a similar provision for notice and consent to intervention which appeared 
in the Emergency Price Control Act of 1942. In fact that act only required notice 
to the Price Administrator and consent to his intervention in the case of general 
increases in rates, whereas the proposal with which we are now concerned would 
be much broader and would impose such requirements in case of any increase 
whatsoever. 

The notice and consent requirements in the 1942 act were a very burdensome 
and expensive experiment, and we hope that Congress, guided by that experience, 
deliberately refrained, and will continue to refrain, from imposing such require- 
ments under the Defense Production Act of 1950. We do not believe that the 
sponsors of this amendment have justified it in the light of that past experience. 

Under the previous act, the Price Administrator issued very detailed and 
burdensome requirements with which the carriers had to comply in giving notice 
of increases to his office. In fact, so meticulous and detailed were the notice 
requirements that the effect was to require not notice but justification of the 
increases. Little additional work would have been required to go to a formal 
trial. There was, in substance and effect, a duplicate agency of Government to 
police and process carrier rates. There is no reason to believe that history will 
not repeat itself if this amendment is enacted. 

In the very nature of things it requires an agency of considerable size to analyze 
and process all of the freight rates filed in this country. Records of the ICC 
indicate that from 130,000 to 150,000 common-carrier tarifis are filed each year 
with that agency alone. The freight-forwarding industry normally files about 
5,000 tariffs with the ICC in a 12-month period. In a time of rising prices a 
majority of such tariffs necessarily contain increases in rates. It requires not 
only a considerable staff of experts and technicians to process so many tariffs, 
but a considerable space to house them and to accommodate the vast number 
of documents and papers involved. Substantially all of the rate and tariff work 
which the ICC and other regulatory agencies are required by law to do and 
which they are doing today will be duplicated, and more will be added. 

Judging from experience under the 1942 act, the carriers will be put to great 
and unnecessary burdens and expense under the proposed amendment, with 
consequent drain on the time of their hard-pressed executives and their already 
short manpower supply. 

During World War II the freight-forwarding industry found it almost im- 
possible to clear their rate increases through OPA, under the detailed and 
burdensome procedural requirements, without sending their traffe executives to 
Washington for oral conferences in connection with each increase in rates. A 
great deal of the time of these important executives was consumed in such con- 
ferences, and in travel to and from Washington. The conferences, in turn, 
generally resulted in further studies, rate comparisons, analyses, and statistics, 
all of which had to be compiled by the short-handed office staffs of the carriers. 
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The application of such requirements to all increases, as now proposed, instead 
of general increases, will increase the difficulty and expense. 

Our prior experience was that unless the rate increases were justified to the 
complete satisfaction of OPA a protest was filed by that agency with the ICC 
and a hearing resulted. The freight-forwarding industry, by reason of its policy 
of first clearing the rates by means of conferences with the OPA, did not have 
so many of its tariffs suspended as did some of the other types of carriers. 
Nevertheless, whether the carriers chose to confer with and justify their rates 
before OPA or to fail to do so and go to formal hearing before the ICC, the ex- 
pense was probably about the same in either event. 

All of this duplication and wasted time and expense did not, in our opinion, 
change the ultimate result in measurable degree. The Interstate Commerce 
Commission is in a far better position to weigh the facts than any other body. 
It did, however, cause great procedural delay before the ultimate result was 
reached. To that extent the extra governmental machinery removed the flexi- 
bility from the rate structure of the carriers and caused hardship in many 
cases. The transportation system of this country is very complex, is composed 
of many competitive units, and is founded on a rate structure designed to move 
every item that is produced, manufactured, or consumed. Fluidity is an essential 
element of the rate structure if a healthy transportation plant is to be main- 
tained. Procedural delays, over and above the normal rate-making processes, 
can destroy that fluidity to the detriment of the transportation system. 

For these reasons we maintain that as a matter of law there is no need for 
the proposed amendment to the common-carrier exemption, and that as a practical 
matter it will result in duplication of existing work, in great waste of time and 
money, and in useless litigation. Such an amendment can only be described as a 
make-work provision, and is clearly opposed to the public interest. 

We, therefore, urge your committee to strike out the amendment to section 
402 (e) (v) of the Defense Production Act, as it appears in section 104 (c) of the 
bill. 


STATEMENT OF THE GENERAL FEDERATION OF WOMEN’S CiLusBs, Mrs. C. D. Wxricut, 
CHAIRMAN, LEGISLATION DEPARTMENT 


The General Federation of Women’s Clubs is an organization with an aggre- 
gate membership in the United States of some 514 million women, of whom 
nearly 800,000 hold per capita paying or active membership. These women 
represent largely the homemakers of America who, as custodians of the family 
budget, are deeply concerned and alarmed by the disastrously high and steadily 
rising cost of living. 

Just a little over 2 weeks ago the delegates at the General Federation’s 1951 
convention in Houston, Tex., gave expression to this concern, especially as 
regards food, by adopting the following resolution : 

“Whereas inflation is second only to war itself as a menace to the national 
economy and to individual welfare; and 

“Whereas the United States now faces grave dangers of uncontrolled infla- 
tion; and 

“Whereas temporizing with the situation undermines our whole economic 
structure as a Nation and brings disastrous and unjustifiable hardship to our 
people: Therefore 

“Resolved, That the General Federation of Women’s Clubs, in convention 
assembled, May 1951, urges the Government of the United States to act with 
promptness and firmness in this emergency by adopting and enforcing control 
measures without regard to partisan political considerations or the interests of 
special groups; and further 

“Resolved, That the General Federation of Women’s Clubs declares its con- 
viction, despite difficulties involved, that food prices should be rolled back to 
those prevailing on or about November 1, 1950, and other vital consumer items 
to levels relatively in balance with the food prices of that date.” 

Ever since World War II the General Federation has consistently supported 
anti-inflation legislation whenever inflation threatened. In 1946, when the con- 
tinuation of the Government price and Wage control program was endangered, the 
delegates at our 1946 convention adopted the following resolution : 

“Whereas in no war in history of the United States has the general public 
been protected so successfully from runaway prices and general serious inflation 
as has been the case during the war just ended; and 
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“Whereas the United States now faces graver dangers of uncontrolled infla- 
tion than during the war or at any time in its history : Therefore 

“Resolved, That the General Federation of Women’s Clubs in convention 
assembled, June 1946, supports continued Federal legislation for equitable wage 
ceilings and price control on basic commodities such as food, shelter, and clothing 
as being essential to the common good and to sustained prosperity during the 
period of readjustment.” 

And again, in 1947, as the war price-contro! structure continued to disintegrate, 
eur board of directors urged Congress, in the following words, to take action 
to salvage it: 

“Whereas the spiraling of prices has become one of the major problems of 
today endangering not only the economic security of this country but also threat- 
ening the hope of rehabilitating war-ravaged sectors of the world; and 

“Whereas to date there has been brought forward no serious program of a 
permanent nature for correcting this serious economic condition: Therefore 

“Resolved, That the board of directors of the General Federation of Women’s 
Clubs assembled in Washington, D. C., urges all women of this country to unite 
in opposition to present high prices and to refuse to make unnecessary purchases 
at inflationary prices; and 

“Resolved further, That Congress be urged to take aggressive remedial action 
to prevent further spiraling of prices, to restore them to reasonable levels, and 
to set up and enforce penalties against those responsible for unreasonable 
prices.” 

Resolutions of the General Federation remain active for 6 years, but, in order 
to make our stand on the present inflation unmistakable, our board of directors 
approved a resolution October 1950 which reads : 

“Whereas the policy of the General Federation of Women’s Clubs is clear 
and is detinitely defined by resolutions still in force on the subject of spiraling 
prices, wage controls, price ceilings, selective service, and military training; and 

“Whereas the principles contained in these resolutions are equally applicable 
to the present emergency : Therefore be it 

“Resolved by the board of directors of the General Federation of Women’s 
Clubs in meeting assembled in October 1950, That such resolutions shall be used 
by the officials of the organization as authority for advocating and supporting 
action.” 

In view of the General Federation’s consistent support since 1946 of anti- 
inflation legislation, and because rising prices and delayed application of effec- 
tive price controls are not only causing real hardship to our people but constitute 
a grave threat to the success of our entire defense program, the General Feder- 
ation of Women’s Clubs respectfully urges your committee to speedily approve 
feasible and equitable legislation necessary to halt inflation. 

Inflation is our No. 1 enemy at home. The present cost of living—the highest 
in our history—is adversely affecting the people’s contidence in Government 
and, if allowed to continue, will undermine our economy and weaken our leader- 
ship throughout the world. It can and must be controlled—in the interest of our 
own people, in the interest of our allies whose economic efforts depend upon 
stability in American prices, and in the interest of victory in the world-wide 
struggle in which all freedom-loving peoples are inescapably involved. 


New York 17, N. Y., May 22, 1951. 
Senator Burnet R. MAyYBANK, 
Chairman, Senate Banking Committee, 
Washington, D. C. 

HoNORABLE Sir: As attorney for the Retail Food Merchants Association, Inc., 
may I say that the food retailers strongly urge extension of the Defense Produc- 
tion Act after June 30, its expiration date. There are groups which are seeking 
to wreck the entire price and wage controls system in the country. There are 
profiteers who, for selfish reasons, would like to see a complete break-down of 
the Defense Production Act. There are certain interests which, for selfish 
reasons, would like to gouge the housewife and which seek to destroy the present 
controls plan, The food retailers urge you not to listen to these interests. 

It has taken the administration months of preparation to develop workable 
machinery for price controls. This has not been an easy task. To scuttle this 
machinery now would be a terrible mistake. While food prices are high at the 
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present time, the plain fact is that the imposition of food-price curbs to date has 
resulted in the stabilization of food prices. To lift controls on food prices before 
the expiraiton of the act would open the lid and permit prices to spiral to un- 
precedented heights. Defense spending is being stepped up every day, and this 
will mean the circulation of more money in the country. Under such circum- 
stances there must be a curb on food prices. The machinery which has been 
set up to take care of such a situation must remain in effect. Food reailers feel 
that price control from top to bottom in the food industry is an absolute neces- 
sity. The trouble with the Price Control Act until now has not been the fact 
of price control, but rather the inclusion of certain exemptions given to certain 
groups on their products. For instance, the trouble with the meat program has 
been the Government’s lack of power to place ceilings on livestock, due to the 
exemption in the Defense Mobilization Act. The answer lies not in letting the 
act expire, but rather in strengthening the same by eliminating all possible 
loopholes, 

Retailers know more than anyone else the problems caused by runaway prices. 
Firstly, prices become so high that they cannot sell their merchandise, and huge 
inventories begin to develop. Secondly, the retailers’ own dollars lost their 
values. 

The food retailers back the administration’s proposal for a 2-year extension of 
the Defense Production Act. Their customers are also practically unanimous in 
wanting it. 

Very truly yours, 
HERMAN B. GLASER, 
Attorney for Retail Food Merchants Association, Inc. 


Boston, Mass., May 4, 1951. 
Hon. Leverett SALTONSTALL, 


United States Senate, Washington, D. C.: 

Protect our country against further socialization by blocking passage next week 
of amendment to defense bill which would make Government sole buyer and dis- 
tributor of wool. Why create another huge agency when there is a wool trade 
that can adequately and efficiently handle the matter. 

Everett W. Goss, 
41 Allen Road, Winchester, Mass. 


Tue BanxKers Bonp Co., INc., 
Louisville, Ky., June 4, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

Sir: On May 16, 1950, as evidenced by the attached clipping from the Courier- 
Journal of the following day, I had the honor to testify before Judge Spence’s 
House committee. I especially urged that Congress “* * * make mandatory 
the issuance of regulations which will give us fair treatment and remove hard- 
ships and great inequities.” I cited the inequalities in the Cumberland, the Wil- 
low Terrace, and the Dartmouth Apartments “* * * where widely varying 
rents are established for identical suites. * * *” Both Judge Spence and 
Hon. William J. Hallahan, secretary, of such House Banking and Currency Com- 
mittee will vouch for the courteous consideration given to my plea, which in due 
course was passed on by letter to the entire congressional membership. 

I was happy when section 204 (b) as extended to June 30, 1951 (note 14, page 
12, July 1, 1950, pamphlet prepared in the office of the general counsel), continued 
its original provisions “* * * that the Housing Expediter shall * * * 
make such * * * adjustments * * * as may be necessary to remove 
hardships or to correct other inequalities * * *,” said in part: “Provided, 
however, * * * In making and recommending individual and general ad- 
justments to remove hardships or to correct other inequities, the Housing Expedi- 
ter and the local boards shall observe the principle of maintaining maximum rents 
for controlled housing accommodations, so far as is practicable, at levels which 
will yield to landlords a fair net operating income from such housing accommoda- 
tions. * * * [Italics mine.] 
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Of course the above provisions were previously in the Rent Control Act, but 
representatives of the Housing Expediter insisted that the law as written and 
regulations thereunder did not require low-bracket apartments to be increased 
to maximum rent of similar or duplicate space in the same building. A transeript 
of such hearing on May 16, 1950, shows definitely that the House committee mem- 
bers were unanimous in agreeing with me that such low-bracket space should be 
brought up to the maximum rent for similar space in the same building, but, 
when our attorney undertook to effectuate this readjustment, the Housing Ex- 
pediter’s counsel insisted that the rentals for duplicate apartments should be 
equalized by lowering the upper-bracket space and averaging. 

Attached hereto is carbon copy of letter which I wrote under date of September 
29, 1950, to Mr. B. W. Diggle, Deputy Housing Expediter, where, after listing 
present rentals of similar or duplicate apartments located each above or below 
the other in our Cumberland Apartment Building, I also showed the increases 
necessary to equalize and also showed the totals thereafter, with proper allow- 
ances for furnishings which in each instance was indicated by the capital letter 
F. Under date of October 13, 1950, Hon. Ed Dupree, as Acting Housing Expediter, 
replied in some detail and after emphasizing that “previous investigations have 
disclosed that the rents now in effect for the various units in the Cumberland 
are not below the rents generally prevailing for comparable housing accommoda- 
tions in the defense rental area on the maximum rent date,” as well as the fact 
that‘* * * rent increases averaging in excess of 31 percent have already been 
obtained on the various units in the structure. * * * It, therefore, appears 
that no inequity exists insofar as the total rental income from the building is 
concerned.” Mr. Dupree than discussed the disparity existing among the rents 
from similar units in the building and said in part: “Since you are so strongly 
of the opinion that this disparity causes inequities as between the tenants paying 
the higher rents and those paying the lower rents, the agency is agreeable to 
the issuance of orders which will equalize the rents of similar units in the build- 
ing—provided that the total rental income from the building is not changed as a 
result of this equalization,” and suggested that I have prepared “a schedule of 
rents for the building which: 1. Will equalize the rents of comparable units. 
2. Will make proper allowance for difference in the rental value of the units in 
the several wings or tiers of the building. 3. Will produce a total rental income 
_ which is the same as that now produced by the present schedule of rents.” 

Later Mr. Dupree under date of October 26, 1950, wrote again and suggested 
that Cumberland Apartment Co. equalize its rentals by averaging, so as to 
‘“* * * * produce a total rental income which is the same as that now 
produced by the present schedule of rents * * *.” As you can see the dis- 
parity in rents of duplicate apartments actually exists. If apartment 405, 
unfurnished, rents for $73.50, then apartment 905, a duplicate, should rent for 
the same amount instead of $67. Certainly there is no reason to reduce apart- 
ment 405 to $70.25 and increase apartment 905 to $70.25. If apartments 705 
and 805 furnished rent for $83, then apartments 105, 205, and 605 furnished should 
also rent for $83, instead of the existing $73, $77, and $72, respectively. We 
have a modern building completed early in 1930, when through court reorgan- 
ization the bondholders became stockholders and such original bondholders or 
their successors are still the stockholders. The tenants have with few if any 
exceptions received many salary increases, but, as stated by Mr. Dupree, the Cum- 
berland rental was only increased in an amount “* * * averaging in excess 
of 31 percent * * *,” 

The items listed in section 204 (b) as the criterion for determining fair maxi- 
mum rent have increased much more than 31 percent, viz, (A) property taxes, 
(B) operating and maintenance expense, (D) services expenses, while (C) 
capital improvements, and (E) substantial deterioration, have now reached a 
stage where additional financing must be had. Though the Cumberland, a letter- 
head of which with a replica is also attached, is probably as modern and well- 
built as any other fireproof building in the country, there are numerous alleged 
safety alterations which must be made at heavy expense. Recently both the 
Empire State Building and the Waldorf-Astoria changed hands. In neither 
instance was any comment made of changes in structural safeguards empha- 
sized, but following the La Salle fire in Chicago the several fire-fighting experts, 
under dominance of fire-insurance company engineers, have caused the several 
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municipalities, including Louisville, to issue regulations requiring stairways 
to be enclosed with fireproof doors and other expensive safeguards. Louis- 
ville’s department of safety is now calling on the Cumberland to make safety 
alterations which will cost real money. But for rent control commencing in the 
summer of 1942, depreciation allowances would have created a fund which would 
be available for these unavoidable improvements. However, like the Dartmouth 
and Willow Terrace Apartments in Louisville, the Cumberland because of rent 
control had been living from hand to mouth for 10 years. 

When the former bondholders became stockholders, depression conditions 
would not permit a rental commensurate with the cost of erecting the building. 
The problem was to keep apartments occupied. Former high-salaried executives 
occupying apartments were not employed. Women who formerly owned bank 
and other stocks were without income. Consequently the Cumberland receiver 
was forced to rent apartments on an “if and when” basis. Naturally no depre- 
ciation allowances or other ordinary business safeguards for maintaining capital 
investment was available. But for the 31-percent increase above the June 1941 
rental level, the present Cumberland apartment occupants, notwithstanding 
their prosperous financial condition, are paying 1930 depression rents. Hous- 
ing Expediter regulations do not permit the Louisville housing director to use 
discretion even if there was any desire in an administrative agency to get away 
from a uniform application of each formula, irrespective of conditions. The 
Cumberland is furnishing luxury apartments at depression rentals. The same 
applies to the Dartmouth and the Willow Terrace apartments, respectively, as 
well as other Louisville operations, but it just happens that these three big mod- 
ern and fireproof buildings are under my personal observation.. Replacement 
costs have more than doubled. 

In closing may I quote a sentence in a letter from Louisville area rent director 
dated November 28, 1950: “The Cumberland apartments, built prior to February 
1, 1947, are under rent control and the rentals established are the maximum 
freeze-date rentals plus increases permitted by subsequent changes in the rent 
law.” 

Respectfully, 


Tuos. GRAHAM. 


Tom GRAHAM URGES House To BAN INEQUITIES IN RENT 
{The Courier-Journal Washington Bureau] 


WASHINGTON, May 16.—Thomas Graham, Louisville, asked the House Bank- 
ing Committee today to include in any rent-control bill it reports a section 
requiring the Housing Expediter to correct rent inequities within apartment 
buildings. 

Graham listed three Louisville apartment buildings where widely varying 
rents are established for identical suites. They are the Cumberland, the Willow 
Terrace, and the Dartmouth. 

The Louisville area rent-control director, George F. Shaw, has held that the 
present law does not give him authority to wipe out these differentials, which 
started during depression days. 

Graham asked the committee “that you make mandatory the issuance of 
regulations which will give us fair treatment and remove hardships and great 
inequities.” 

Chairman Brent Spence (Democrat, Kentucky) told Graham he would state 
in the committee report that it was the intent of the bill that the Expediter 
should eliminate inequities. 

Graham did not ask that rent controls be ended, but he had this to say about 
the housing situation: 

“In Louisville, for more than a year, there has been no shortage of housing, 
apartment or otherwise. So regulations should be perfected which will permit 
lessors to charge rentals reasonably commensurate with facilities being fur- 
nished, and certainly on a basis which does not require identical apartments to 
be on wide differentials.” 
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LIKES LOCAL OPTION 


In reply to a question, he said he thought the local-option idea for the 
continuation of rent control was a good one. Under Spence’s bill, communities 
would be permitted to decontrol themselves between June 30 and January 1 or 
to continue controls to June 30, 1951. 


— 


SEPTEMBER 29, 1950. 
Re: R-1. 


Hon. B. W. DIGGLe, 
Deputy Housing Exrpediter, Washington 25, D. C. 


Dear Mr. DieeLe: Your letter of June 27, 1950, was acknowledged, but reply 
was delayed in order to fully analyze the situation of Cumberland Apartment Co. 
Slight investigation will clearly demonstrate that the Cumberland (1) is the 
most and most recently erected of the larger fireproof buildings in Louisville, 
(2) is closer to Louisville’s downtown section, bounded by Broadway and Main 
Streets between First and Seventh Streets, than any other apartment building, 
and (3) has rentals which are substantially lower than rentals of any other 
comparable building in Louisville. 

Furnished bedroom, living room, dinette, kitchenette, and bath apartments 
in the next best building rent for $140, with furnished efficiency apartments 
(living room, dinette, kitchenette, bath) renting for $95. The second best build- 
ing is unfurnished with living room, bedroom, dinette, kitchenette and bath 
apartments renting for $110 and the living room, dinette, kitchenette, and bath 
efficiency apartments renting for $94.50. Of course, I realize the difficulty of 
different persons seeing the same thing, but actually Cumberland Apartments 
are arranged so that many are duplicates. Apartments 105, 106, 107, 209, and 
210, with duplicate apartment above, contain 41 living room, bath, dressing room, 
dinette, kitchenette apartments which should be equalized with a monthly rental 
of $83 furnished and $73.50 unfurnished. 

Apartments 104 and 108, with duplicate apartments above, consist of living 
room, bedroom, bath, dinette, and kitchenette and should be equalized at $102.50 
for furnished apartments and $82.50 for unfurnished apartments. 

Apartments 203 and 211, with duplicate apartments above, consisting of liv- 
ing room, bedroom, dinette, kitchenette, and bath should be equalized at $127.50 
furnished and $102.50 unfurnished. Apartment 201, with duplicate apartments 
above, consisting of living room, bedroom, bath, dinette and kitchenette should 
be equalized at $127.50 furnished and $115 unfurnished. Apartment 202, with 
the three apartments immediately above, consisting of living room, dinette, 
kitchenette, and bath should be equalized at $86 unfurnished, while 602, 702, and 
802 should be equalized at $61 unfurnished, since the latter three are not quite 
equal to those below in space. 
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In order that you may examine and analyze the individual apartments, I am 
listing the present rentals, followed by increase to equalization and rentals after 
equalization : 


Increase to | Rentals d a Increase to Rentals 
equaliza- | after equal- a nt Present | equaliza- | after equal- 


tion | ization Oo. rehtal tion ization 


] 
Apartment Present | 
No. | rental 


pcinagtainoonsieaiied | Aaerlllaadintastincistt sili J 


BO ick, one 1 $73. 00 $10. 00 $83 404 1 $89. 5 $13. 00 $102 
205 ad 177.00 | 6.00 | 83. 504. 70. & 12. 00 82. 5 
305 Sh TY 70. 50 3.00 604 193 9. 50 
405 os We MR dip ceek 3.! 704 99 3. 50 
505... A 70. 50 | 3.00 3. f S04 __ 76. 5 6. 00 
605 2.00 | 11. 00 {3 004 77 5. 50 
705 ; . 3.00 |. ms | : 108 t 3. 50 
OO so 3: 3.00 | ; 8: 208 50 
905 ; 57. 00 5. 50 3. & 308 3 50 
106 =a | 43. 00 . 50 73. { 108 2 50 
206 | .00 | 2. 50 3. { 50S ¢ 3. 50 
306 3.00 00 | Rg: 608 5 

406___ 39. 50 | 4,00 3. i 708 

506 82, 00 00 R3, S08 

606 $7. 00 | 5. 50 3.8 908 

706 aS 4. 00 . 50 | ee 203 

806 ad 50 q 3. § 303 

906 : 79. 50 | 3. 50 | : 4103 

210... 3.00 | . | : 503 

310 00 9. 3.5 603 

410 r . 50 3. &: 703 

510_. ani .00 5. BO | 3.! ROS 

610 1 76. 50 | 5. 50 | 3.00 || 903 

710 00 | 3. : 211 

810 | . 00 f 3. i 311 

a | . 75 45 | 3.5 411 

207... biwadel 1.00 | 2. 50 | 3. 511 

SF... ..| 57. 50 | } 3.5 fll 

407 57. 50 3.5 711 

507 : 57. 50 j 3.5 R11 

607... : . 3 201 

707_. 170.00 | 3 : 01 

807 50 | 9. : 101 

907 00 | . ‘ 501 

209 .00 } 2. § 3.5 601 

309 . 00 5 3.! S01 

409 | , 202 

509 02 

609 40:2 

709 502 

R0o , : 602 

104 2. 2. § 702 

204 » 7a. f 2. ! S02 

304 





ADs 


1 Furnished. 


Irrespective of the patently fair basis of increasing the lower rental rates, 
Cumberland Apartment Co. is faced with immediate necessity of alterations 
required by the department of public safety, viz: 1. Provide a second means of 
egress from the ninth floor. For reference to this violation we refer you to part 
XI, section 93, of the building code; the fire-prevention ordinance ; and chapter 
227, section 150, of the Kentucky Revised Statutes. 2. Enclose front stairway 
with construction having a fire-resistant rating of not less than 2 hours with all 
openings to such enclosure protected with self-closing metal and metal-clad 
doors having a fire-resistant rating of not less than 2 hours. 3. Provide self- 
closing devices on all doors on rear stairway, doors to remain closed at all times. 
The cost will probably necessitate refinancing of the existing mortgage loan. 
We are threatened with the institution of mandamus proceedings unless prompt 
steps are taken toward compliance. 

I had hoped to be in Washington for the luncheon on September 13, when I 
expected to confer with you and Mr. DePree. Colonel Stites advises that he 
shook hands with Mr. DePree on Friday afternoon, September 15. It is our 
understanding that the law as now written authorizes equalization, and that since 
our needs are urgent, we should expect lower rentals to be brought up to the 
higher brackets, since the housing situation which required protection of lessees 
no longer exists. There are comparatively few of our tenants who now occupy 
the space which they had when rent control became effective. 

Respectfully, 
THOMAS GRAHAM. 
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STATEMENT OF R. B. BOWDEN, EXECUTIVE VICE PRESIDENT, GRAIN AND FEED DEALERS 
NATIONAL ASSOCIATION 


By resolution, the Grain and Feed Dealers National Association opposes the 
extension beyond June 30, 1951, of legislation authorizing price control over 
food items, under present conditions. This resolution was adopted by unanimous 
vote of the executive conimittee of the Grain and Feed Dealers National Associa- 
tion, under powers granted to it by our association’s bylaws. 

There is no over-all food shortage in the United States, nor any prospect of 
such shortage. There is no over-all increase in food prices at this time, nor in 
recent weeks. A majority of agricultural products, including most grains, are 
selling below the price levels at which price ceilings could presently be legally set. 
Forward prices of cereals have even tended to weaken in recent weeks. 

Congress and the administration are trying to prevent or avoid a third world 
war. But we are told that meanwhile there must be long and hard preparation 
for the eventuality of war. In brief, Congress is considering an extension of 
price controls not for actual wartime, but in preparation against the long chance 
of war. Even if price controls are necessary for a comparatively shorter time 
of an all-out war, they are not necessary in a long-time mobilization that would 
precede war. Increased controls are abhorrent in what legally still is peace- 
time. America’s productive strength was not founded on regimentation; that 
strength can be discouraged or disrupted by increasing regimentation prior to a 
time of final testing in war. The vastly superior producing power of the United 
States came from the very freedom of our producers, not from their regimenta- 
tion. Production seems to us still to be the first requisite in a period of prepara- 
tion and mobilization for defense. 

We believe that subsidies should not take the place of price freedom in pro- 
duction and marketing during peacetime. Subsidies are inherently dishonest. 
They presume to be advantages to both producer and consumer at the same time, 
and bury the fact that the subsidy money is only taken from the taxpayer’s 
other pocket. Government figures indicate that the food bill of the average 
family is not an increasing percentage of earning capacity. 

We believe that price control is a wrong approach toward any control of 
inflation in a peacetime period like the present. Until the Congress will face 
the whole issue of higher taxes, tighter credit, and sound money control, there 
is no way to prevent inflation while civilian buying power remains high and while 
any item or list of consumers items is in short supply. We enjoyed virtually 
full demand for our production in pre-Korea days. When we added the demands 
of mobilization to that already high demand level, it was obvious that our 
civilian consumers would have to do with less of some things. As long as the 
high level earnings of the mobilization period are allowed to be translated into 
demand for goods, there will, however, be inflation in terms in short supply. 
Later, as the mobilization effort is reflected by increasing demand in the market, 
it is necessary that our people either produce substantially more of the short 
items, or for civilians to consume substantially less of those items. 

But even within this whole discussion of inflation in some short items, there 
is the fact of below-parity prices in grains generally, and grains are the main 
source of our food supply. Grains simply are not in short supply, and grain 
prices are not at this time in upward trend. Rather, there is the prospect of 
another bountiful crop this year in the United States that will provide ade- 
quately for our domestic needs and allow some exports. So the price control 
argument, that might sound logical for some items in short supply, does not 
generally apply to all food items, and certainly not to grains. 

The relatively high price of beef has been the result of strong demand against 
available supply. The rolling-back of beef prices should result in some increase 
of demand and in some discouragement of production, the opposite of the goal 
needed in this mobilization period. 

We believe that price control over food items is a tool to be used only in a 
full national emergency, and then only cautiously and sparingly. Price control 
applied merely from the desire for control itself, would be a manifestation in 
the United States of an authoritarian disease that has swept disastrously over 
some other nations. 

This national association, representing individual firms, and especially country 
grain elevator operators and retail feed dealers, points out that there is no 
valid argument in favor of Federal agency control over margins required for 
trading on commodity futures markets. Our member firms commonly hedge 
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purchases in the futures markets, where liquidity of trading is essential. We 
believe that volume of speculation has no effect on the general futures price 
trend. The idea of margin control, we are afraid, is only an idea of attempt- 
ing to compel the movement of a price, or halting it, and in either instance 
carries the danger of bureaucratic choice applied to markets that should remain 
open to economic choice, especially during peacetime. The Congress has held 
that agricultural commodity prices should remain free of price control below 
the level of parity prices, and should not now presume to say that a Government 
agency should have power to try to compel that price, up or down, in the mean- 
time, by margin control. Most grain prices on commodity contract markets 
presently are below those parity levels, so there can be no argument that lack 
of margin control has served to inflate grain prices even to ceiling levels, nor 
to depress them. Because our members commonly operate at the grass roots 
level of marketing, we vigorously oppose any proposal to give such margin control 
into the narrow choice of a Federal agency which could seek to compel a price 
movement to be in line with agency whim or idea of the moment. 

The United States leads the world in production per man-hour. We 
reach even greater records of production if our people are free to produce; we 
do not believe they can be controlled into greater production. Any control 
measure that dulls the desire for new production records, defeats mobilization 
itself. Various of our leaders in Congress and the administration have warned 
us that one of our greatest shortages, during either mobilization or wartime, is 
manpower. The making and enforcement of a wide variety of price-control 
regulations will require countless hours of that scarce manpower, at the very 
time when we are told that manpower is one of the shortest supplies. Govern- 
ment can adopt other correctives which will more nearly balance civilian demand 
against available supply of all goods, without wasting this manpower. 

We urge that the Congress enact stricter credit controls and apply them wisely 
against civilian need, not against civilian desire; that taxes be applied at the 
rate necessary to pay for the mobilization that may proceed through some years; 
that nonessential Government services and waste-in-Government be avoided; that 
price control be avoided during peacetime and considered only as a tool to be used 
cautiously and sparingly during a time of actual warfare in which we conceivably 
might be engaged, against our desire, in some future time. 


can 


Boston, Mass., May 4, 1951. 
Hon. LEVERETT SALTONSTALL, 


United States Senate, Washington, D. C.: 


Urgently request you do utmost to defeat passage of amendment to defense 
bill making Government sole buyer and distributor of wools. Government already 
is responsible for terrific high price of wool today because of their action last 
fall. Why add to taxpayers’ burden by creating a new Government agency that 
‘annot possibly do job now being done by experienced trade. Passage of this 
amendment would be definite step toward further socialism and even communism 
against which we are supposed to be fighting. 


JOSEPH Harpy. 


THE HEYBURN BurILDING Co., ING., 
Louisville, Ky., April 9, 1951. 


Hon. BURNET R. MAYBANK, 
The United States Senate, Washington 25, D. C. 

My Dear SENATOR: I am taking the liberty of writing you about our views on 
commercial rent freezing. 

Out of my limited experience as to how residential rent control was adminis- 
tered, I honestly don’t see how we could successfully and economically run 
our building with a Federal bureaucrat breathing down our neck on every one 
of the innumerable transactions we have with our tenants every year. The 
proposed rent-control law would, it seems to me, in effect take control of 
office buildings from the owners and place them under the management of 
still another unnecessary Federal bureau, of which, in my humble opinion, 
we already have about all the taxpayer’s back can carry. In support of this 
statement, I submit a chart with graphs showing the following: 
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1. Increase of 113 percent in our wage scale per hour since 1939, with 
the end not yet in sight. 

2. Annual over all operating cost up 66 percent since the same date, also, 
with the end not yet in sight. 

3. Increase in annual gross receipts since the same date of 60 percent 
due mostly, as you can see, not to increase in rental rates, but to increased 
occupancy. We, like many other office buildings, had difficulty during the 
thirties and were no where nearly fully occupied at the beginning of 1939, 
whereas we, like most of the first-class office buildings, are now practically 
100 percent occupied. 

4. Annual increase in rental renewal rates of 27 percent since that date 
and no further increase in sight regardless of legislation. In fact, there 
has been no increase in our renewal rates since July 1949 in spite of our 
practically 100 percent occupancy. You, of course, know how much less 
this is than average price increases. 

Our situation and experience is typical of office building owners and manag- 
ers, particularly of the medical type. We are classed as a medical building 
because over 50 percent of our space above the second floor is occupied by doc- 
tors and dentists. Further increases improbable in our case, which is perhaps 
typical, because our tenants are unable or unwilling to pay more and our 
present renewal rates are about 40 percent less than new office building con- 
struction cost, which is up over 100 percent from those of 1939. We have been 
urged to complete the west wing of our 17-story building, of which only the 
basement, street and second floors are built, particularly by our doctors, to 
relieve the shortage of first-class office space, particularly medical, here. But 
when they learn what we would have to charge to come out even—66 2/3 percent 
more than our present renewal rates, they say “forget it.” They fear that what 
they would have to charge to cover higher rents would promote the socialization 
of medicine. The only requests to complete our west wing from tenants who 
would pay what we would have to charge have come from commercial and 
industrial organizations, like a large rubber company and a large oil com- 
pany. Their selling prices and profits have, however, increased comparably 
with building costs and their office rents are an insignificant part of their cost 
of doing business. 

Tenants make the best and only needed rent controllers and they cost the tax- 
payers nothing. 

The commercial rent control would be very complicated. There are innumer- 
able types of leases, percentage and otherwise, with and without escalator 
clauses; even where there is no escalator clause the price of the lease in most 
cases is the price in effect at the time the lease was signed throughout the life 
of the lease, which may be anywhere from a year or even month to month, 
to 20 years or more. 

A Federal bureau to regulate commercial rent might well be a bureaucrat’s 
dream and require more employees per dollar of business rgulated than any 
other buerau. 

Such a bureau would not only be expensive but would also clog the wheels 
of business and industry unnecessarily and, therefore, slow them and the 
war effort down, reduce their earnings and consequently the taxes they pay. 

In 1940 the Heyburn Building was slightly more than 50 percent occupied 
above the second floor by doctors and dentists, as it is today. We estimate, 
conservatively, that doctors and dentists occupying over one-third of this space 
were in the Armed Forces during World War II. The hardships suffered by 
such tenants and the expense of cancelling and assigning leases and of converting 
such space to other uses are obvieus. Appreciation of our cooperation in helping 
our tenants in these hardships and in making satisfactory space available to them 
upon their return from the service, has been expressed often by these tenants. 
Some of this space was rented to Government agencies at very much reduced 
rates, as low as $1.40 per square foot, although we did not have to give it to them. 

Of course, there were extensive vacancies created by commercial tenants, such 
as distributors, credit agencies, security dealers, selling agencies, etc., as a result 
of conversion of the national economy to a war basis and this also involved an 
expense of converting space, and, as in the case of medical space where it was 
ao to Government agencies, the substantial reduction in revenue mentioned 
above, 

Many buildings, no doubt, let civilian defense agencies and other patriotic 
groups for whom no appropriation for rental of essential space was made during 
World War II, have space free. 
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Only recently have office building rents reached their 1929 levels and they 
have still not passed them, all things considered, such as the additional facilities 
and services now furnished. 

From the foregoing and from the fact that in a period when we, like other 
office building owners and managers, have not raised our rents higher in the 
face of the general shortage of first-class office space, when we could have obtained 
almost any rent we asked, and of our having been practically 100-percent rented 
since soon after the end of World War II, isn’t it evident that our tenants do 
not need the protection of Government rent control and cannot the taxpayer 
be saved the expense of this additional bureau? 

Yours very truly, 
Henry B. Heysurn. 


PortTLANp 5, Orec., May 7, 1951. 
Hon. Guy Corpon, 


United States Senate, 
Washington, D.C. 

Dear SENATOR: Replying to your letter of April 23, I see by the noon paper 
that Chairman Maybank announced after a closed session of the Senate Banking 
Committee that, “There will be no testimony on commercial rents because there 
has not been sufficient study of the question.” Therefore, I am sending in a more 
detailed statement of reasons why commercial rent should not be enacted by the 
present Congress. 

It is hard to understand how commercial rent controls would fit into a new 
Defense Production Act. 

Our country with its allies fought World War II under a well-balanced national 
economy and did not find any need for imposing commercial rent control. There 
is no legitimate need now. The Government’s own data fails to show any need 
for this new control. Furthermore this data provides the evidence that we do 
not need it. The Senate’s Small Business Committee recently surveyed the 
commercial-rent situation and published its report showing that commercial 
property rents are in no way out of line, but are closely in line with the cost- 
of-living index maintained by the Bureau of Labor Statistics. 

One of the strongest factors that keeps commercial rents in line is the rapidly 
growing adoption of the use of the percentage lease on business properties. 
Under these leases the rentals paid by many commercial tenants is related to the 
volume of sales done in the particular premises. A considerable total of com- 
mercial properties now operate under such leases for both stores and offices, and 
entire buildings and many large firms will only lease on such a basis, such as 
Penny’s and Safeway Stores and many others. 

susiness property is owned for productivity and profit. Its ownership repre- 
sents an investment which is available for use and occupancy of a tenant engaged 
in the production or distribution of goods and services for and to the public. 
The primary purpose of good management of commercial properties is then to 
secure tenants who will pay a good continuous rental and who will best develop 
by advertising and aggressive business methods for the benefit of the owner and 
the entire community the particular subject property. The percentages specified 
vary in these leases according to the numerous classifications of wholesale and 
retail business, from 2 percent to 13 percent, and cover some 70 general kinds 
of businesses together with many more subclassifications and some combinations 
thereof. It is the fairest lease rental ever devised for commercial property use. 

All the multinumbered types, sizes, and kinds of premises vary greatly and 
it is well-nigh impossible to justly standardize them, even if it were desirable, 
by’a Federal control agency. 

This control hysteria has so overpowered the present national administration 
leaders that they are attempting to ramrod control legislation through Congress 
without giving free-born citizens the opportunity to state their case. Only the 
Housing Expediter, one of the administration clique, was recently permitted to 
testify in the proposed 90-day extension of Federal rent restrictions which of 
course then carried, and we out here have taken serious note of this. 

Federal commercial rent control would also be inflationary, and the essential 
results are being accomplished under existing laws, and it is a further step to 
socialize every phase of our economy. 

There is no Nation-wide shortage of commercial properties for rent or even 
for housing in any parts of Oregon, which according to the last census reports 
showed this State to be one of the fastest growing sections of our entire Nation. 
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If each community is let alone by the social planners it will develop, where 
necessary, any local controls to rectify any space shortages and save the expense 
and socialistic controls of regimentation. 

We want your committee to know how we in Oregon feel, and we believe our 
representatives in Congress are like-minded. 

Sincerely yours, 
STEPHEN A. HULL. 


STATEMENT BY ILLINOIS MANUFACTURERS’ ASSOCIATION 


The Illinois Manufacturers’ Association urges the discontinuance of wage and 
price controls when those provisions of the Defense Production Act of 1950 
expire on June 30, 1951. 

The Illinois Manufacturers’ Association embraces approximately 4,000 mem- 
ber firms. Over 90 percent of the total industrial output of the State is produced 
by member firms. The members of the association include industries of all 
sizes—large, small, and middle-sized—engaged in a wide variety of production. 
However, the great majority of the members of the Illinois Manufacturers’ 
Association are small—30 percent employ less than 20 persons; 40 percent less 
than 50 persons; 60 percent less than 100 persons, and 70 percent less than 200 
persons. 

The Illinois Manufacturers’ Association is opposed to the continuation of 
Government wage and price controls because of the conviction that said controls 
will— 

Hamper the production of military supplies and equipment ; 

Tend to accelerate, not stop, inflation ; 

Unnecessarily restrict the production of goods and supplies for our 
domestic needs; 

Cause extensive, unnecessary, and injurious interference with private 
enterprise ; 

Result in another huge and costly Government bureaucracy which may 
tend to become a permanent part of our economy ; 

Encourage black markets; and 

Eventually bring lower standards of living for all of our people. 

The Illinois Manufacturers’ Association submits that the adoption by our 
Federal Government of the following policies will result in the maximum produc- 
tion of our military requirements, as well as of our domestic needs, in the shortest 
possible time and at the lowest possible cost, and also tend to halt the spiral of 
inflation which jeopardizes the welfare of all of our people— 

Stringent economy in all nondefense governmental expenditures, both at 
home and abroad; 

Elimination of waste in our military expenditures ; 

A requirement that military demands be specified definitely, both as to 
quantity and timing; 

Limitation of the expansion of the money supply and bank credit ; 

Adoption of a program designed to stimulate individual savings; and 

Adoption of an equitable pay-as-you-go tax program. 

A memorandum setting out some of the considerations which have influenced 
the adoption of the above policy by the Illinois Manufacturers’ Association is 
submitted herewith, marked “Exhibit A,”’ and made a part of this statement. 

Respectfully submitted. 

ILLINOIS MANUFACTURERS’ ASSOCIATION, 
JAMES L. DONNELLY, 
Executive Vice-President. 
(Exhibit A) 


Wuy GOVERNMENT CONTROLS ON WAGES AND Prices SHOULD BE ELIMINATED 


The wage and price control provisions of the Defense Production Act expire on 
June 30, 1951. In the consideration of the extension or termination of said con- 
trols, the following facts, it is submitted, should receive careful consideration. 


Long-term problem involved 


A long period of military defense preparation is ahead. Our economic thinking 
and planning must be revised. We must both earn our living and arm for defense 
as normal procedure for many years to come. 
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New order of planning necessary 


Likewise, our military thinking and planning must be of a new order. We are 
not putting down an Indian uprising nor arming for a war already started. We 
are preparing to arm ourselves so that others will not dare to attack. 


Not an “emergency” 


This is not an “emergency.” It is and will be a part of our normal everyday 
lives. If we act intelligently, there is no compelling reason for planning to cut 
our living standards by the exact amount of production diverted to defense. Our 
production, men and facilities are free to work if we encourage them as we 
have in the past. The extra work of arming can be done without serious upset. 
Only if we hamper our manpower and our resources need we contemplate great 
hardships. At the outset there will be shortages, but they need not be a perma- 
nent fixture in our program. 

Realizing that we must look forward to a long period of defense preparation, 
we should plan on a long-term basis—not because of today’s shortages. If our 
defense preparations need 25 percent of our national production, we must do 
without something approaching 25 percent of our normal consumption. If we 
need 40 percent for military purposes, we must look forward to shortages having 
a ceiling of 40 percent. The amount that we can cut down the shortages of 25 
or 40 percent will be measured by our shifting needs and by the increases in our 
own productivity. This is no reason for us to content ourselves with merely 
dividing up 60 or 75 percent of last year’s productions. 


Scarcity should be examined 


A short time ago it was said we were plagued by the possibility of overproduc- 
tion. Now we are told we must strain to survive. Before we accept this premise 
we should carefully examine the facts to determine whether scarcities exist even 
before military production has begun. 

Many nonrecurring demands 

We have taxed our productive capacity with give-away programs. There has 
been much waste in Government. We bought heavily for stockpiles. There 
has been a great deal of “scare” buying. These are nonrecurring demands on 
our capacity. 

Manufacturing plants, retail outlets, individuals, hotels, clubs, housewives— 
everyone, frightened by the warnings from Washington that shortages are in- 
evitable, that taxes will be higher and that prices will skyrocket, has gone to 
market. Our “central planning agency” has warned everyone to get while the 
getting is good. True, this cannot continue indefinitely. What is bought and 
stored will lower future market possibilities, but it does produce shortages—and 
fear. 

Marimum production is the answer 


Outside of these temporary heavy claims, there is nothing about our present 
situation that increased production will not cure. So far there has been little 
talk and exploration of how it can be secured. Yet farmers, labor, management, 
all agree that it is possible. 

First and foremost, our production can be increased. The farmers of the 
Nation are already doing it and have assurance that if we go all out for produc- 
tion they can dispose of ensuing surpluses at profitable prices. 

Labor thinks it possible. It has publicly stated that it will work for greater 
production provided it is given increased wages and overtime pay for making 
the effort. 

Management knows that its techniques and facilities can be more productive. 
In fact, it has improved its facilities in unprecedented fashion during the last 
few years. Just now management is in a state of uncertainty because the dema- 
gogues shout that its earnings will be cut drastically and unreasonably. 
of course puts a damper on its enthusiasm. 

The matter of increased production can certainly be attained if it is not 
hampered by needless controls and if the incentive to the individual to experi- 
ment and dare is not unduly restricted. 


This 


Impractical from administrative standpoint 


The futility of Government wage and price controls is clearly evident when 


the complex nature of our economy is recalled. According to the latest available 
official figures, there are in the United States 240,881 manufacturing firms, 
1,771,317 retail firms, 244,705 wholesale firms, and 5,379,045 individual farms. 
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Controls accepted as a panacea ? 


Too many people, including many businessmen, accept controls as a means of 
stopping inflation, and, therefore, as a solution to our problems. 

Partly due to the conditioning that we have received under both planned 
and war economies of the past 15 years, and partly due to fear arising because 
of the present world situation, too many people, including many businessmen, 
accept wage and price controls as unquestionably necessary. In fact, there are 
only a few who regard them as evils and a majority of those believe that they 
cannot be avoided if we are to prepare our defense quickly and efliciently. 


Controls will not stop inflation 


Controls will fail to stop inflation. Inflation does not come from decreased 
production, but from an excess of money in the hands of purchasers over and 
above the supply of goods and services available for purchase. When such con- 
ditions exist, prices eventually rise—control or no controls. It has happened 
repeatedly in the past—it will surely happen again. Wage and price controls 
may hold prices down temporarily but they do not shrink purchasing power nor 
make a large supply of goods available. They do not relieve the inflationary 
pressures. 

They will raise prices just as surely as the sun rises every morning. Controls 
and edicts will not stop the rise. However, controls will stop production—the 
very thing we need most. They will take men out of productive effort—men who 
need as many houses, as much food as productive workers—to work on controls 
and put them to a task that is not only nonproductive but which actually hampers 
production. 


Controls will lower production 

It is tragic that the facts just indicated are not generally accepted, for con- 
trols will lower our production when it should be increased. That is true because 
they regiment housewives, consumers, workers, as well as businessmen. They 
will require thousands of Government officials to enforce their orders, and thereby 
waste manpower. They produce conditions which make it easy for the Govern- 
ment to insist that it control all earnings and all expenditures. This is the 
all-powerful state—it is collectivism. 

As a matter of fact, in these controls lies the great danger that we may fail 
to protect ourselves adequately and to have a decent American living—both of 
which are entirely possible. A further danger is that America will end up with 
a socialistic or a collectivistic government as have many other great nations. 
Controlled economies have always failed 

Centrally controlled economies have failed time and again. Witness the ex- 
periments in our own OPA, in England, in Germany during the last war, and 
currently in Russia. 

The “gobbledy-gook” of the OPA in World War II still rings in our ears. Our 
experience, then, provides ample evidence of the failure of controls to either 
expand production or to control inflation. If we wish to look further, Great 
Britain’s experiences will testify to the inadequacy of controlled economies. We 
can also consider what happened to Germany’s planned and centrally controlled 
economy during World War II. Finally we can make deductions from meager 
but convincing evidence of Russia’s productive capacity. All prove that a 
national economy cannot be planned effectively from a central source. 


Some limited restrictions necessary 


Despite all this, while preparing for defense, some restrictions (such as credit 
regulations supplemented where necessary by material allocations and priority 
procedures) may be necessary. We can accept them as temporary evils (even 
though they will not control inflation) and while making them as effective as 
upossible, endeavor in every way to work out of their shackles as soon as possible. 


Goods, not dollars, required for defense needs 


Defense needs will be met with goods, not dollars. The supply of goods avail- 
able for our civilian needs will be the difference between our potential production 
and our military requirements. 


Equitable-taration program necessary 


The military needs cannot be met by taxing the rich and the corporations. 
They will be met by taking goods out of the market; either goods which the 
people use in their day-by-day living, such as clothes, food, automobiles, refrigera- 
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tors, shelters, or tools which would otherwise replace worn-out or obsolete tools 
presently used in producing these things. American potential production must 
be expanded as much as possible to lessen the effect of this “taking away.” 

If defense requires 40 percent or 25 percent of our national income, it will re- 
quire goods—not dollars. (If it were merely a matter of printing dollars, the 
task would be easy.) We must design, build, and deliver goods that take mate- 
rials, machinery, and men’s time. The materials, machinery, and men’s time must 
be diverted from other jobs. The defense production must come out of the 
goods and services that coutinually flow to the American people. It is as simple 
as that. 

The American people are the ones who will do without the 25 or 40 percent 
and-in which all of the people have a share. 

The rich cannot give up using 25 percent of our national production because 
they never have their hands on it. Corporations cannot contribute 25 or 40 
percent of the national production because they work only for the people. If 
they are taxed, they must collect the taxes from the people. 

It is the people themselves who must make the sacrifice. They and they alone 
will lack when we arm. 

“Pay as you go” essential 

If everyone is taxed equitably so that they are left with an ability to buy 
only equal to the amount of goods available, the markets will balance. This is the 
effective form of “pay as you go.” It will bring the markets in balance even while 
we arm. 

A system of military allocations can be set up to care for military needs. When 
the military-needs program has been drawn up, we will know how much we 
will have to collect in taxes if we are to pay as we go. Unless taxes sop up the 
excess purchasing power, we will have more money than goods and inevitably 
higher prices. If the controls are removed, higher prices will be legal and we 
will have more goods—if they are not removed, the higher prices will be illegal 
and goods will be in short supply. Our experience during the last war should 
be enough to convince us that another Wage-Price Control Act cannot change 
human nature. 

If such a tax program is put into effect, markets will fluctuate back and forth 
normally and will eventually regulate distribution. 

Free competition will allocate available supplies fairly 

Under these conditions, markets will fluctuate back and forth as normal 
markets do. Competitive prices will do the job of allocating the available supplies 
and they will do a much better job than will the bureaucrats, many of whom are 
with limited business experience. 


Controls mean more politics 


Of one thing we can be sure. The market will do a much better job of distribu- 
tion than will political appointees. Political appointees not only have the handicap 
of their political obligations but, being human, they eat just as much, wear just 
as many clothes, require as much housing, want as much physical care as does 
the man who builds the tools needed for the defense of his country and, being 
just ordinary humans, they are fully capable of making mistakes. 
Avoidance of waste essential 

If Congress fails to adopt a taxation program which will tax all taxpayers 
equitably, we will have inflation to the extent that our potential production lags. 
Potential production is our present production, plus possible increases, plus wastes 
that may be avoided. Either increased effectiveness or less waste will put a larger 
supply of goods in the market. Our first need is production. Better use of our 
machines, material, and of men’s time can give us a real increase in the quantity 
of goods in the market. Avoidance of waste will have the same effect as an in- 
crease in production. We must insist that waste be avoided by the military— 
by our Federal, State, and local governments, as well as in the shop and in the 
home. 

In increasing our productivity, we must remember that every waste, either 
military or civilian, increases our shortages, just as every extra bit of produc- 
tion helps ease the scarcity. Every waste avoided contributes its extra bit that 
the people may have for their day-to-day livelihood. Therefore, while making 
every effort to increase our production, we must make like efforts to avoid waste. 

A waster on industry's payroll is just as detrimental as a waster on the Gov- 





2620 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


ernment payroll. This is the time when we must trim our needless expenses 
to the bone. 

Government has extra responsibility in the effort. Individuals or companies 
themselves suffer when they waste. Governmental waste “steals” from everyone. 
The individual suffers from his own waste. The Government compels everyone 
to suffer for its waste. 

Preservation of competitive system imperative 

It is of prime importance that we do not give up our competitive markets— 
that we preserve our individual competitive system. This is important for the 
very compelling reason that it is the most efficient known in this world. The 
free price mechanism of this system is an important part of this system. To 
abandon it is to impair the effectiveness of this whole system. 


Freedom from Government controls responsible for phenomenal economic 
development 


Our freedom from Government controls has literally made American produc- 
tion what it is today. To accept controls as necessary during the time we are 
arming for defense—perhaps 10 to 20 years—is to abandon the American profit 
and loss system—but worse than that, it is to seriously damage our capacity 
to produce. Once we abandon the productive system that has made us great, we 
will be on the same level with other Government-controlled economies. Greater 
production has and does stem from individual effort. It is our greatest asset and 
hope. 

There is indisputable and acknowledged evidence that America’s productive 
might stems from the fact that the individual has been free from political control 
to produce and to serve others in the way he thought best (providing he did 
not infringe on the same rights of others). It springs from the competitive ef- 
fort of thousands of men to do a better job than has been previously done. This 
has produced abundance, while directed efforts, controlled under a planned or 
controlled economy, haye, at the best, produced a poor livelihood for workers, 
managers, and investors. 

This country has a great productive capacity. We are now the hope of the 
civilized world because we have had an economic system that encourages the 
individual with proper incentives and punishes the inefficient with losses. It is 
of the very first importance that we do not, through neglect, either barter away 
or ignore the principles of this system, but rather that now, in this time of 
great need, we allow it to function to the fullest extent. 

We need production and not dollars. Efficient operations will be required in 
the home, in the factory, in the Army, in the Navy, in the Air Force, and in all 
bureaus of the Government if we are to provide the necessary defense and at 
the same time furnish a suitable living for 160,000,000 Americans. 


THE INDEPENDENT BANKERS ASSOCIATION, 
St. Touis Mo., June 5, 1951. 
Senator BURNET MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
Washington, D. C. 


Dear SENATOR MAYBANK: I am writting this letter to you as chairman of 
the legislative committee of the Independent Bankers Association. 

My plea is that you use your great influence to prevent any weakening of 
regulation W as promulgated by the Federal Reserve Board. I think you know 
our association well enough to know that this plea is not dictated by our seltish- 
ness, but because we sincerely believe that it is in the inteerst of the national 
economy and of the banking business generally. 

Before the recent amended regulation W there had grown up a very serious 
situation throughout the entire country brought about by competitive bidding 
for consumer credit business in which emphasis was placed on longer and 
easier terms to the purchaser. You remember that the amount committeed 
through consumer credit was increasing rapidly during last year. Since the 
regulation has been effected those evils naturally have been almost completely 
corrected. If there is a slowing up in automobile purchases at this time, which 
of course is a fact, it is due to the saturation of the market and not to the 
inability of the buyers to get credit in reasonable amounts. I can assure you 
that any relaxation of the terms of regulation W as it now stands will result in 
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unwise buying on the part of the public with consequent hardship on the buyers 
and very considerable increased losses to the lenders. Before the regulation 
was enforced it had been increasingly difficult for the lenders to come out even 
on cases where foreclosure was necessary. Naturally the regulation is not 
popular with second-hand car dealers, nor is it popular with agencies selling 
new cars, but it definitely is in the interest of the Nation as a whole and with 
the public that needs to use consumer credit in buying. 

I hope your committee will consider our opinion if the question is raised and 
we would appreciate an opportunity to be heard if it is proposed to take legis- 
lative action against regulation W. 

Your courtesy will be very much appreciated. 

Sincerely yours, 
Wm. L. GrReGorY, 
Chairman of Legislative Commitee. 


JUNE 4, 1951. 


Subject: S. 1897; Eighty-second Congress, first session. 


x 
Mr. A. LEE PARSONS, 
Chief Clerk, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

Dear Srr: For filing with, and consideration by, the committee, there is en- 
closed herewith statement in opposition to certain provisions contained in the 
above-noted bill. This statement is submitted jointly by the Intercoastal Steam- 
ship Freight Association and the Atlantic-Gulf Coastwise Steamship Freight 
Bureau, which organizations represent all of the deep-water common carriers 
operating in the Atlantic-Pacific intercoastal trade and the Atlantic-Gulf coast- 
wise trade, respectively. 

We have been informed that no additional time can be assigned by your 
committee for oral statements concerning this bill. We therefore respectfully 
request that the attached statement be considered in lieu of an oral presentation 
and that the views expressed therein be given full consideration by the 
committee. 

Very truly yours, 
INTERCOASTAL STEAMSHIP ASSOCIATION, 
By Harry S. Brown, Chairman. 
ATLANTIC-GULF COASTWISE STEAMSHIP FREIGHT BUREAU, 
By W. S. JERMAIN, Chairman. 


STATEMENT IN OPPOSITION TO PROPOSED AMENDMENT TO SECTION 402, SUBSECTION 
(E) PAGRAPH (V) OF THE DEFENSE PrRopUCTION Act oF 1950 (S. 1397 AND 
H. R. 3871, S2p Cona., Ist SEss.) 


I. THE PRESENT LAW 


Under the present law, rates charged by “any common carrier or other public 
utility” are specifically exempted from the authority of the Office of Price Sta- 
bilization. However, there is a proviso that no common carrier or other public 
fitility shall make any increase in its charges for property or services sold by 
it for resale to the public unless it first gives 30 days’ notice to the President or 
his designated agency, and consents to the timely intervention by such agency 
before the Federal, State, or municipal authority having jurisdiction to consider 
such increase. The qualifying phrase “sold by it for resale to the public” is 
generally considered as applying only to charges of certain types of public 
utilities, and to have no application with respect to common carriers. 


Il. THE PROPOSED AMENDMENT 


The proposed amendment would change the existing law in the following 
respects : 

1. Maximum rates of common carriers and public utilities which are not 
subject to control by a Federal, State, municipal, or other public regulatory 
authority would not be exempt from price control. 

2. The present statutory provisions with respect to the giving of 30 days’ 
notice to the President or his authorized agency, and consenting to that ageney’s 
intervention before the governmental authority having jurisdiction over proposed 
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rate increases, would, under the proposed amendment, apply with respect to all 
common carriers or public uilities whose rates are subject to any regulatory 
authority. 

3. The President may exempt from the notice and consent to intervention 
requirements upon a finding that such action will not be inconsistent with the 
effectuation of the purposes of the act. 


Ill. THE EFFECT OF THE PROPOSED AMENDMENT 


1. Experience during World War II 

The Price Control Act which was effective during World War II contained lan- 
guage generally similar to that now proposed to be enacted. However, whereas 
the amendatory lauguage now proposed would require notice and consent to inter- 
vention with respect to any increase in a rate or charge, the language of the 
Price Control Act effective during World War II imposed these requirements only 
with respect to general increases in rates or charges. As a practical matter, 
however, the Office of Price Administration interpreted “general” increases as 
embracing any rate increase involving more than one shipper or transportation 
service, and was upheld in this interpretation by the Supreme Court.’ The net 
result therefore was that virtuall¥ all increases in common-carrier rates were 
held to be subject to the notice and consent to intervention requirements con- 
tained in the World War II Price Control Act. 

Following the addition of the notice and consent to intervention provisions 
to the price-control legislation effective during the last war’ the Office of Price 
Administration embarked upon a vigorous campaign of policing transportation- 
rate increases. Carriers desiring to effect rate increases were required by 
OPA to file with it at least 30 days in advance of the effectuation of such increases 
statements outlining in detail the reasons and justification therefor. Further- 
more, following the inclusion of the notice and consent to intervention provisions 
in the Price Control Act, the OPA made a practice of protesting and requesting 
the suspension of a large percentage of the rate increases thereafter proposed. 
This involveg countless protests to State as well as Federal regulatory bodies 
and, as a result, a great volume of litigation before these various governmental 
agencies. 

After the notice and consent to intervention provisions were added to the 
Price Control Act of World War II the Interstate Commerce Commission 
apparently adopted the unofficial policy of suspending all rate increases protested 
by the OPA. Presumably this was on the theory that the notice and consent to 
intervention provisions of the act’ constituted a mandate by Congress that all 
rate increases protested by OPA be fully and formally investigated. Although 
in very few, if any, instances did the ICC ultimately agree with the OPA that 
the particular rates under investigation were in any manner inflationary, never- 
theless, it did accord to OPA every opportunity to make its views known in 
formal proceedings. The result was a tremendous increase in rate litigation 
before the ICC, and a substantial burden, not only upon the Commission’s staff 
but also upon the Nation’s transportation system. 


2. Probable effects of amendment now proposed 


If experience during World War II can be taken as a guide it may be assumed 
that, under the proposed amendment, (1) the OPS will protest a substantiad 
percentage of the rate increases proposed by all forms of transportation—rail, 
motor, water, freight forwarder, or air; (2) that the ICC, and probably other 
Federal and State regulatory agencies, will suspend all rate increases protested 
by OPS pending full and formal investigation as to their lawfulness. 


IV. DISADVANTAGES OF PROPOSED AMENDMENT 


The following disadvantages would result from the enactment of the proposed 
amendment : 

1. The normal fluidity and elasticity of the transportation-freight-rate struc- 
ture would be impaired. 





1 Henderson v. Washington, Marlboro, and Annapolis Motor Lines (318 U. 8S. 779). 
256 Stat. 765; October 2, 1942. 
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One of the prime requisites for a healthy and stable transportation-rate 
structure is that it be sufficiently fluid and elastic to permit ready conformance 
with changing transportation conditions. In the normal course of events freight 
rates undergo frequent changes, both upward and downward, reflecting, as they 
must, changes in competitive relationship, earnings, market conditions, and any 
of the other numerous and complex factors entering into freight-rate con- 
struction. Althought the proposed amendment would not definitely freeze 
common-carrier rates, nevertheless, if experience in World War II is to be taken 
as a guide, such amendment will have the effect of substantially slowing down 
the process of freight-rate adjustment. In many instances carriers who have 
neither the staff nor the facilities for the extensive litigation incident to formal 
rate investigations will find it impossible to even attempt necessary upward 
adjusments in their rates. Not only will these carriers themselves suffer as a 
consequence, but likewise their competitors, whose rates may be related to, and 
largely governed by, their own. 

Elasticity has long been recognized by transportation authorities as a prime 
requisite for a healthy freight-rate structure. It was specifically provided for 
by the framers of the Interstate Commerce Act and the other transportation 
regulatory acts. To the extent that the proposed amendment would substantially 
interfere with present rate elasticity, it would very definitely be opposed to the 
best interests of the transportation industry, and would be contrary to the public 
interest. 

2. The proposed amendment would impose an unreasonable burden upon indi- 
vidual members of the national transportation system. 

Presumably, as during World War II, the economic stabilization agency will 
require all carriers proposing increases in rates to present to it full details 
and full justification of the proposed increase 30 days in advance of the effectua- 
tion thereof. The time that will be consumed by qualified carrier personnel in 
the preparation of these supporting memoranda will, over a period of time, be 
substantial. Many smaller carriers operating with limited staffs will find it 
exceedingly difficult to comply with OPS requirements for full explanation and 
justification of any and all proposed rate increases. 

Even more important is the time and money that must be consumed in the 
unnecessary defense of proposed increases before State and Federal regulatory 
bodies. ICC investigation and suspension proceedings, in common with those 
conducted by other regulatory bodies, involve full hearings before trial examin- 
ers, the filing of briefs, in many instances the filing of exceptions or replies to 
exceptions, and often oral argument, or arguments, before the Commission. The 
preparation for, and prosecution of, these investigation and suspension pro- 
ceedings require the expenditure of substantial amounts of time both by carrier 
traffic officials and by their legal staffs. The tremendous increase in litigation 
that will undoubtedly follow the enactment of the proposed amendment cannot 
help but constitute an onerous burden upon individual rail, motor, and water 
carriers, both large and small. This burden will become increasingly difficult 
to bear during the ensuing months and years when carrier personnel problems 
will doubtlessly become more and more acute due to the requirements of the 
defense effort. As stated previously, in many instances carriers will find them- 
selves unable to effect, badly needed rate increases because of their inability to 
devote the time and expense necessary to a complete defense thereof. 

3. The proposed amendment will increase the workloads of already over- 
burdened Government agencies. 

If Federal transportation regulatory agencies interpret the proposed amend- 
ment as a congressional mandate to suspend and investigate all rate increases 
protested by OPS (as apparently was done by the ICC during World War II), 
the amount of additional work undertaken by such agencies will be immense. 
Insofar as the Interstate Commerce Commission is concerned, the Suspension 
Board and Bureau of Formal Cases already find themselves with workloads 
substantially greater than existed in previous years. The inability of their 
inadequate staffs to handle satisfactorily the amount of work already before 
them has been recently brought to the attention of committees of Congress. The 
added work that would result from active intervention by OPS in connection with 
common-carrier rate increases would undoubtedly increase the burden of these 
divisions of the ICC almost to the breaking point. Either increased appro- 
priations would be necessary to permit handling of this additional workload, 
or all of the work of these two divisions would suffer further as a consequence. 

The burden that would be cast upon the staff of the ICC would, it is believed, 
be even more onerous with respect to agencies such as the Federal Maritime 
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soard. This agency, which has jurisdiction over rates of water carriers oper- 
ating to and from Territories or possessions, as well as other offshore ocean 
‘arriers, definitely has neither the staff nor the facilities for the increase in 
litigation that in all probability would follow adoption of the proposed amend- 
ment. It is believed that the same would hold true with respect to the Civil 
Aeronautics Board, which regulates the rates and fares of carriers by air. 

The present thinking in Congress is in the direction of maximum economy in 
so-called nondefense spending, thereby permitting a necessary increase in 
emphasis upon expenditures directly related to the defense effort. A substan- 
tial increase in the workloads of the nondefense Federal transportation regu- 
latory agencies, which inevitably would follow adoption of the proposed Defense 
Production Act amendment, could scarcely be considered as consistent with the 
prevailing economy views of the Congress. 

4. The proposed amendment would result in wasteful duplication of govern- 
mental efforts and is unnecessary to carry out the objectives of the existing 
price regulation policies. 

The Interstate Commerce Commission, which is the oldest of the Government’s 
independent agencies, and the other Federal transportation regulatory bodies 
have been specifically authorized by Congress to regulate and control the rates 
and fares of the various segments of our national transportation system. The 
question of whether or not a given rate is just, reasonable, and otherwise lawful 
has been specifically left for decision with these agencies and the courts have 
generally refused to substitute their own judgment as to the reasonableness of 
rates for the judgment of these expert bodies. The ICC and the other Federal 
regulatory agencies have the clear duty and obligation, in administering their 
particular acts, to give full force and effect to the will of Congress as expressed 
in all of its enactments.’ As a matter of fact, in Interstate Commerce Commis- 
sion v. Jersey City (822 U. 8. 503), decided in 1944, the Supreme Court specifically 
held that the Commission was under a duty to give full force and effect to 
price-stabilization legislation in the rendering of its decisions. In line with 
the cited cases, if the ICC, or any other Federal regulatory ageney, failed to give 
full consideration to the Defense Production Act of 1950 in arriving at their 
decisions, such decisions would clearly be subject to attack and to reversal by 
the courts. 

The Interstate Commerce Act presently provides that common carriers effect- 
ing changes in their rates, fares, or charges must give 30 days’ notice to the 
Commission and to the public before effectuation of such.changes, unless a 
specific waiver is obtained from the Commission. Similar notice requirements 
are contained in the acts administered by the Federal Maritime Board and the 
Civil Aeronautics Board. Therefore, under the present law the regulatory 
agencies, the general shipping public, and the Office of Price Stabilization are 
entitled to 30 days’ notice of any proposal to increase any rates, fares, or 
eharges. Along with other members of the public, the OPS now has the full op- 
portunity, as well as the privilege, of protesting to the Commission against 
any proposal of any carrier to increase its rates. The protests of OPS are 
entitled to, and will receive, at least as much consideration as those of members 
of the shipping public who actually would pay the increased rates. If in the 
expert judgment of the Commission, guided as it must be by consideration of the 
price-stabilization legislation, the arguments advanced in the protests of the 
OPS appear to warrant a full and formal investigation of the protested rate in- 
creases, then the effectiveness of such increases is suspended and an investiga- 
tion instituted. Asa practical matter, therefore, the proposed amendment would 
not enlarge the opportunities of the OPS to register protests against proposed 
transportation-rate increases, nor the opportunities to present its views with 
respect thereto to the appropriate regulatory bodies. The proposed amendment 
would, however, for the reasons above noted, increase substantially the amount 
of litigation connected with projected rate increases, to the prejudice of the 
various carrier agencies and of the taxpayer. 

As stated, the proposed amendment undoubtedly will be interpreted by OPS 
as an authorization and directive to police the rates of all common carriers and 
publie utilities in the United States, including those subject to municipal, State, 
and Federal regulatory authority. This will necessitate substantial increases in 
OPS personnel. Certainly the mammoth task which it would undertake could not 
be accomplished with its present staff, and a large corps of trained rate analysts 
and economists would be required to examine and analyze proposals for increases 


1 Southern Steamship Company v. N. L. R. B. (316 U. S. 31 (1947)). 
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in rates. In addition, a sizable force of commerce attorneys would be required 
for the filing of protests before the various Federal, State, and municipal authori- 
ties, the participation in resultant hearings throughout the country, the filing 
of briefs, participation in oral arguments, ete. The consequent cost to the 
United States Treasury of the establishment and maintenance of a staff of 
this character would clearly be substantial. 

Not only would the functions of OPS under the proposed amendment be to an 
extent duplicative of the functions of duly constituted transportation regulatory 
authorities but to an even greater degree would they duplicate the functions of 
other Federal agencies. In the recent proceedings of the ICC concerned with 
the application by the railroads for an interim general increase in their freight 
rates the following Government agencies, other than the Economic Stabilizatior 
Agency, appeared by counsel in opposition to one or more aspects of the proposed 
increase: Department of Commerce, Department of Agriculture, Department ot 
Justice, Department of Interior, Tennessee Valley Authority, and General 
Services Administration. It would appear that with this imposing array of 
governmental-agency representation, the welfare of the shi public and of 
the national economy should be more than amply ‘ot d. No valid reason 
exists for an amendment to the Defense Productio et which would, in practical 
result, substantially extend the province and powers of » Economie Stabilization 
Agency in a field which is already so well covered by other 


Boston, MASS.., 
Hon. LEVERETT SALTONSTALT, 
United States Senate, Washington, D. C.: 

Urge you use your influence to vigorously block passage of amendment to 
defense bill coming up before Congress next week to make Government sole 
buyer and distributor of wool. Request you protect this vital industry. Keep it 
in the capable, willing hands which have cradled this industry. 

HreLten I. JOHNSON. 


Boston MAss., Vay 4, 1951. 


Hon. LEVERETT SALTONSTALL, 
United States Senate. Washington, D. C.: 

As your constituent and an employee for years in Boston wool trade I urge 
you work earnestly to kill proposed amendment to defense bill whereby Govern- 
ment would become sole buyer and distributor of wool. The thousands of types 
and grades of wool make it a much more complex commodity than tin and rubber 
and a huge Government agency could not possibly adequately take care of needs 
of individual manufacturers of our country. Why put out of business a trade that 
has supported countless individuals and has been a source of revenue for the 
Government? 

Everett W. KEENE. 


STATEMENT OF HoN. Estes KreFAvuver, A Untren States SENATOR FROM THE STATE 
or TENNESSEE 


Mr. Chairman and members of the committee, I greatly appreciate this oppor- 
tunity of presenting a statement on behalf of the amendment of the Defense 
Production Act to establish a Small Defense Plants Corporation, 

During the last war there was established by Congress, as you all know, a 
similar agency, the Smaller War Plants Corporation. As a member of the 
House Small Business Committee, I had many opportunities to study the policies 
and operations of that body. In fact the Small Business Committees of Con- 
gress served, in effect, as “watchdog committees” over the Smaller War Plants 
Corporation. On the basis of that experience, I came to the conclusion that 
in time of national emergency some organization like the Smaller War Plants 
Corporation is essential to preserve American small business. 

Why was the Smaller War Plants Corporation created? It was formed 
because small business could get neither prime contracts, subcontracts, or 
materials for civilian production. 

In World War II, as in the present emergency, small’ plants, regardless of 
their efficiency or productive capacity, were unable to secure prime contracts. 
As I recall the figures, some 67 percent of the value of all Government contracts 
went to the hundred largest corporations. 
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Unable to obtain prime contracts, small plants, then as now, tried to secure 
subcontracts or materials for civilian production. In the case of subcontracts, 
they could usually get only the “cats or dogs”’—items that the big companies 
did not want—if they could get anything. It is a little known fact that most 
of the subcontracts, in terms of dollar value did not go to small firms, but to 
other large companies. As someone has stated, the big firms were “taking in 
each other’s laundry.” 

In the case of materials for civilian production, the answer was simple— 
there weren’t any. Even after the pace of war production had slowed down, 
and materials had become available for the resumption for civilian production, 
the War Production Board, with one notable exception, followed a policy of 
maintaining most restrictions on production until VJ-day and of eliminating all 
of them at one fell swoop. The exception was the spot authorization plan under 
which small plants, with available facilities and manpower, were granted small 
amounts of materials to resume civilian production. This plan, sponsored by 
the Smaller War Plants Corporation, saved the lives of several thousand small 
plants. It was ended primarily as the result of big business opposition in the 
War Production Board. 

Today, as in the early days of World War II, small business once again finds 
itself unable to obtain prime contracts, subcontracts, or materials for civilian 
production, Today, as then, it is being squeezed to the wall. And today, as 
then, Congress must act to preserve small business by creating a separate agency 
which will secure for small plants a fair and reasonable share of prime con- 
tracts, subcontracts, and materials for civilian production. By thus gearing 
small plants into defense production, the new small business agency will, in 
fact, be promoting the mobilization effort. If there is anything which retards 
defense production, it is the practice of piling more and more contracts onto big 
business, which then has to build new facilities in order to perform them, while 
at the same time available facilities for small business lie idle. We permitted 
this to happen in the early days of World War II. We must not permit it to 
occur again. 

In concluding my remarks, I would like to have included as part of my state- 
ment a report summarizing the operations and accomplishments of the Smaller 
War Plants Corporation which I received in 1946 as a member of the House 
Small Business Committee. This report tells more about the Smaller War Plants 
Corporation in fewer pages than any other document I know of. Since the 
beginning of the Korean situation, I have had numerous requests for copies of 
this document, which has long been out of print. I believe that there is nothing 
that the Committee can do which would shed more light on the old Smaller War 
Plants Corporation than to publish this document, the twenty-second and con- 
cluding bimonthly report of the Smaller War Plants Corporation. 

Accordingly, I request that this report be included as part of my statement. 


SMALLER WAR PLANTS CORPORATION—TWENTY-SECOND AND CONCLUDING BIMONTHLY 
Report COVERING THE PERIOD DECEMBER 1945 To JANUARY 1946 


LETTER OF TRANSMITTAL 


SMALLER WAR PLANTS CORPORATION, 
Washington, D. C., March 14, 1946. 
Mr. J. D. SMALL, 
Administrator, Civilian Production Administration, 
Washington, D. C. 
Drak Mr. SMALL: Attached is the twenty-second and concluding bimonthly re- 
port of the Smaller War Plants Corporation. 
The report covers the period December 1945 to January 1946, during which 
time I served as Acting Chairman of the Corporation. 
Sincerely yours, 
LAURENCE F, ARNOLD, 
Acting General Manager. 


CHAPTER I. INTRODUCTION 


This is the twenty-second and concluding bimonthly report of the Smaller 
War Plants Corporation. The SWPC was established by an act of Congress on 
June 11, 1942 (Public Law 603, 77th Cong.). Three years and 7 months later an 
Executive order, effective January 28, 1946, transferred its lending powers, and 
also its prime contracts and surplus property priority powers to the Reconstruc- 
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tion Finance Corporation and its other functions to the Department of Com- 
merce.’ 

The Corporation was originally created for the primary purpose of helping 
small plants participate in war production. In the rush for war output follow- 
ing Pearl Harbor, the military services turned almost exclusively to the large 
companies. This was only to be expected since the economy had reached a high 
degree of concentration before the war. In 1939, 1.1 percent of all firms in 
manufacturing employed 500 or more workers and accounted for 57 percent of all 
the manufacturing employment in the country. By the early part of 1942, these 
larger manufacturers had received contracts which almost completely absorbed 
their existing capacity. 

At the same time, however, thousands of small plants could not obtain any war 
business and were being prohibited from producing civilian goods. This situation 
was brought to a climax early in 1942 when huge facilities expansion programs 
were authorized by the military services. These programs were criticized by 
the civilian war agencies on the grounds that: (1) They would divert to con- 
struction substantial quantities of raw materials needed for the actual produc- 
tion of war goods; (2) they would not result in the production of war materials 
for an extended period of time, generally over a year; and (3) they would not 
use, but rather would merely duplicate, many of the existing facilities of small 
plants. 

At the same time, small manufacturers throughout the country were bringing 
to the attention of Congress the fact that their plants were idle owing to wartime 
restrictions and their inability to obtain war contracts. 

In other words, both from Washington and from their own constituents, Con- 
gress was made aware of the problem of the small plants. Lengthy hearings 
were held on the situation, reports were issued by the Small Business Committees 
of Congress, and in the middle of 1942 Congress, by unanimous vote, passed Public 
Law 603 creating the Smaller War Plants Corporation. 

Under this law, as originally passed, the Board of Directors of the Smaller 
War Plants Corporation was appointed by the Chairman of the War Production 
Board. Funds for the operation of the SWPC were provided by the First Supple- 
mental National Defense Appropriations Act of 1943, approved July 25, 1942, the 
Secretary of the Treasury subscribing to the capital stock of the Corporation in 
the amount of $150,000,000. The Corporation was in business. 


General limitations 


In any statistical report such as this, which concerns the accomplishments 
of the Smaller War Plants Corporation, two important factors must be consid- 
ered: The first is the legislative and actual powers which the Corporation 
possessed; the second is the fact that a number of its activities, while of great 
value to small business, cannot be measured statistically. 

During most of its existence the Corporation had two principal legislative 
powers: (1) Making loans for war and essential civilian production, and (2) 
taking prime contracts on its own account direct from de iaanaeae agencies 
and dispersing them as subcontracts to small business. 

In addition, the Corporation was also directed by law to carry on certain gen- 
eral and indirect activities which, however, were not implemented by any specific 
legislative powers. Through the chairman of the War Production Board, it 
was directed to make inventories of production facilities, direct the attention 
of procurement officers to small plants, help small business obtain subcontracts, 
certify small plants to Government procurement officers, and make various types 
of business studies. 

The methods of carrying out these general directives were those of persuasion, 
certification, surveys, and the general pleading of the cause of small business. 
Generally, the Corporation had no recourse if other Government agencies or large 
prime contractors chose to ignore its arguments. 

Even in its prime contract power, the Corporation was limited in fact if not 
inlaw. It was able to use this power only in rare occasions, since any extensive 
exercise of this power would have meant widespread duplication of the procure- 
ment work of the military agencies. 

Furthermore, the Corporation was, from its very ixception, a relatively smali 
Government agency. It employed in all of its field offices, as well as in Wash- 
ington, a little more than twice as many persons as were employed by one of the 
industry divisions of the War Production Board. With this limited personnel, 
which was spread thinly throughout the country in more than a hundred field 


1 Executive Order 9665, 11th Federal Register 1, January 1, 1946. 
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Offices, the Corporation endeavored to obtain prime contracts for small business, 
make loans and leases, arrange subcontracts for small plants, provide them 
with technical information, assist them in obtaining materials for essential 
civilian production, make surveys and reports, and render various types of 
business services. Later it assisted small businesses in contract terminations, 
and provided aid not only to small business men, but also to veterans, in obtain- 
ing surplus property. 

Many of these functions which were carried on by the Corporation could not 
be measured Statistically, For example, one of the most important accomplish- 
ments of the Corporation—and perhaps its chief achievement—was that of mak- 
ing the procurement officers of the military services in Washington and in the 
field much more aware and conscious of small business in the awarding of war 
contracts, The extent of this influence obviously cannot be measured Statistically 
although it was a very real factor. Similarly, it was practically impossible to 
measure the benefits to small business resulting from persuading a large prime 
contractor to subcontract more of his work. There is no measure for the aid 
granted to small businesses in helping them carry through an appeal under a war 
agency restriction order, and so forth. 

With these limitations on the legislative authority and actual powers of the 
Corporation, as well as the difficulties in measuring its accomplishments in mind, 
the statistical record of the ¢ ‘orporation may be examined. 


CHAPTER II. WAR CONTRACTS 


The most important function carried on by the Corporation was that of help- 
ing small plants obtain war contracts. In addition to the constant pressure 
which it exerted on the military services to place more of their contracts with 
Smail tirms, the Corporation adopted four definite courses of action in helping 
Small plants get into war production. 

1. Prime contracts awarded with assistance of SwWPC 

Of these four, the most important consisted of the arrangements which the 
Corporation entered into with the military services to recommand individual 
small plants for specific prime contracts, Although the details of these arrange- 
ments were modified from time to time, their essential features were as follows: 


(a) The SWPC established liaison Specialists in the central offices of the 
military services which placed war contracts, All military prime contracts 
flowed across the desks of these liaison specialists. It was their function to 
earmark those specific prime contracts which could be handled by small 
plants. 

(6) These earmarked prime contracts were then “fanned out” to the var- 
ious SWPC regional offices in whose aré as were located small plants capable 
of producing the item involved. 

(c) The SWPC regional offices would then, on the basis of information 
supplied by their district offices, designate certain small firms as capable 
producers of the.item. Special emphasis was placed on those capable small 
producers which were urgently in need of work. 

(d) The designated small companies would then be requested to make 
bids for the prime contract. 

In addition to these formal steps, the Corporation frequently assisted small 
firms in determining whether or not they were capable of producing a given 
item and, where necessary, assisting them in obtaining needed equipment 
and machinery. Also the Corporation helped small firms in the actual plae- 
ing of bids, including the preparation of specifications. 

This work was conducted on a very extensive scale and absorbed most of the 
personnel of the Corporation. In its lifetime the Smaller War Plants Corporation 
examined a total of nearly 205,000 procurements. 

As is shown on chart I, nearly 60,000 prime contracts with a value of nearly 
$6,000,000,000, were awarded to small plants with the assistance of the SWPC 
through November 1945, the last month for which such information was compiled. 
Of this total, two-thirds (40,012) were War Department contracts with a value 
of $4,700,000,000. More than 10.000 were Navy contracts and the balance of over 
7,000 were contracts with other Federal agencies, primarily with the Maritime 
Commission. (See table 2.) 

This assistance program. as is shown on chart IT, did not really get under way 
until the beginning of 1943, since severa] months were required to recruit a staff 
and to complete the arrangements with the military agencies. From January 
1945 to the end of the war more than 1,000 contracts were awarded with the 
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assistance of the SWPC in each bimonthly period. And during 11 bimonthly 
periods more than 3,000 contracts were awarded. The peak activity came in the 
4-month period. February through May 1945, when 11,800 contracts with a value 
of $1,400,000,000 were awarded. As the chart shows, the increase in the contracts 
awarded in 1945 over the levels of previous years was particularly striking. 
Small manufacturers throughout the country received the benetits of this 
assistance from the SWPC, although, as is to be expected, the more industrial- 
ized areas received a greater share of the contracts awarded. In the table below 
the distribution of prime contracts is compared by major geographic areas with 
the distribution of industrial activity of small plants, as measured roughly by 
the 1939 value added by manufacture of plants with less than 500 wage earners. 
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PRIME CONTRACTS 
NUMBER AND VALUE AWARDED WITH SWPC ASSISTANCE 
‘NUMBER AWARDED . VALUE ~ MILLION DOLLARS 
8000 800 


BIMONTHLY 
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Prime contracts awarded with the assistance of SWPC, distributed by areas 


aan. 





[Percent] 


Small plants: ! | 
Value added | Value of prime 
by manufac- contracts 
turing, 1939 


Areas: 
Northeast. _.. adic dia dali : Fc eMnalwad watieeiits 57.7 54.7 
North Central...-....-.-. Zz sie i 21.8 23.3 
South ol ‘ ale ai , 10.4 11.9 
Mountain and Pacific. __- crc ayclte matte Se aetna : 10. 1 10.1 
Re encnvtdenauducian i i a ea oa Sak . 100. 0 100. 0 


1 Less than 500 wage earners. 


The similarity between the two sets of percentage figures is striking. In other 
words, the geographic pattern of contracts awarded with the aid of the Smaller 
War Plants Corporation was almost exactly the same as the prewar pattern of 
industrial activity of small plants in the country. 

The SWPC made every effort to procure contracts for the distinctly small firms. 
This can be seen in the following table which shows that more than one-half of 
the number and one-third of the value of prime contracts awarded with the 
assistance of SWPC went to firms employing less than 100 wage earners. Con- 
tracts with concerns having over 500 employees were negligible. 


Distribution by size of plants 


[Values in millions of dollars] 





! 





Size of plant eee Percent | Value | Percent 

cma nm i et cil seis coapiaatrnnentall ciscigeenmeesieciniontl thinner ces 

Total, all groups ca Dacciatest 58, 385 | 100.0 | $5, 734.2 | 100. 0 
1 to 49 wage earners. .............----..---.---- 19, 897 | 34.1 | 872. 2 15.2 
50 to 99 wage earners ieigaabsiakuthedelmsbie | 11, 512 | 19. 7 88.5 | 15.5 
100 to 249 wage earners sachieedienicamesteaeiosdll 14, 924 | 25. 6 | 1, 843. 4 | 32. 1 
250 to 499 wage earners. .__.____._.---- ie dena ] 9, 534 | 16.3 | 1, 792. 7 31.3 
500 and over wage earners -...-.....-.-----...--- | 572 1.0 144.7 | 2.5 
Unspecified iesrlaal Wie: sickin cinbrctieeela land Wont 1,946 | 3.3 | 192. 5 | 3.4 


Source: SWPC-6B and 8. 
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2. Prime contracts taken and let by SWPC 


Under the authority of Public Law 603, the SWPC was authorized to take 
prime contracts on its own account from procurement agencies and to distribute 
them as subcontracts to small firms. Essentially, this was only a means of last 
resort—a potential club over the heads of the procurement agencies which could 
be used in extreme cases. 

Actually no extensive use could ever have been made of this power. To have 
embarked upon any ambitious program of taking prime contracts and then 
distributing them to small business as subcontracts would have duplicated much 
of the work of the military agencies themselves. Such duplication would never 
have been permitted either by the Budget Bureau or by Congress. Consequently, 
the corporation made only infrequent use of this power, although its existence 
undoubtedly strengthened the hand of the corporation in dealing with the pro- 
curement agencies. 

During its life, the SWPC took only 12 prime contracts with a total value of 
$35.5 million. These prime contracts were divided by the corporation into approx- 
imately 260 subcontracts which were given to qualified small firms designated by 
the field offices as urgently in need of work. Nine of these prime contracts were 
completed and deliveries made to the satisfaction of the procurement agencies. 
On VJ-day two which were still active were terminated by the procurement 
agency. The other prime contract with the Federal Public Housing Administra- 
tion has® been in an inactive status pending the development of the housing 
program. 

3. Subcontracts 

From its inception the corporation was actively engaged in obtaining sub- 
contracts for small plants from large prime contractors. War production re- 
quired a vast number of parts and components—the so-called bits and pieces— 
which—which were singularly well adapted to production by small plants. In 
carrying out this program, the SWPC engaged in a variety of different types of 
work. It tried to persuade the large prime contractors to subcontract as much 
of their work as possible: it suggested to the prime contractor specific ways in 
which he could increase his subcontracting; it brought to his attention the names 
of qualified small plants which could produce items that might be subcontracted ; 
it assisted the small firm in placing bids and specifications before the prime con- 
tractor; and it worked continuously to find additional small firms that could 
serve as subcontractors, 

The results of this contact work between big business and small plants can- 
not be measured statistically, but it is known that a very large amount of sub- 
contract business was placed with small firms as a result of the efforts of SWPC. 
The available figures show that through October 1945 the Smaller War Plants 
Corporation assisted in the awarding of more than 52,000 subcontracts with a 
value of $30.6 million. (See Table 4.) 

These figures, however, tell only a small part of the story. They understate 
greatly the actual number of subcontracts awarded with the aid of the SWPC 
because in large part they represent only the first subcontract arranged be- 
tween a small firm and a prime contractor. When that first subcontract had 
been completed and the small firm had gone to work on a second subcontract for 
the prime contractor, such “repeat subcontracts” were seldom reported by the 
small firm or the prime contractor to the SWPC. To have obtained such data 
would have involved placing an impossible burden of statistical reporting on 
American business. 

4. War production pools 

During the war nearly 250 war-production associations or facilities groups 
received Government clearance. Thirty-two of these were certified formally 
under the provisions of the Smaller War Plants Corporation Act (Public Law 
603). In addition, the Smaller War Plants Corporation aided materially in 
the development of many of the other pools, since they were composed princi- 
pally of small manufacturers. The associations represented more than 2,000 
companies employing over 140,000 workers. It has been estimated that they 
secured over $600,000,000 in war contructs. 

Many small businesses which could not have otherwise participated in war 
production were able to do so by means of pools. By joining up with other 
small firms they could collectively turn out war goods which, individually, none 
of them would have been able to produce. Nearly 100 pools were still in existence 
at the end of 1945. 





2632 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


As a result of these more or less formal procedures as well as the constant 
pressure on the procurement agencies exerted by the Corporation, the proportion 
of the value of prime contracts awarded to small firms rose steadily as the war 
progressed. Thus, as may be seen in chart III and table I, from November 
1942 to December 1943—the first year of the Corporation’s activity in the field 
of prime contracts—only 12.8 percent of the prime contracts awarded by the 
War Department went to firms employing less than 500 workers. In 1944 
when the Corporation was under a new leadership, the proportion rose to 20 
percent. In the next 6-month period, from January 1945 to June 1945, when 
war production was running at high levels and the policies of new manage- 
ment had become fully effective in operations, the percentage rose to 26.7. 
In the last months of the war effort following VE-day, the percentage rose 
to even higher levels—30.4 percent. Although the data are less complete, prime 
contracts let by the Navy Department to plants employing fewer than 500 
wage earners showed a similar trend. From April 1945 (first date information 
was available) to December 1943, 8.5 percent of the Navy prime contracts 
went to small plants. In 1944 it rose to 11.6 percent and in the first 7 months 
vt 1945 it increased to 128 percent. 

The data presented in chart III strongly suggest that the efforts of the SWPC, 
particularly from the beginning of 1944 to 1946, contributed materially to the 
substantial increase in the share of prime contracts which were obtained by 
small plants. 
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CHAPTER III. LOANS AND LEASES 


The Smaller War Plants Corporation was granted the power in Public Law 603 
to make loans and leases to small businesses for the “manufacture of articles, 
equipment and supplies, and materials for war and essential civilian purposes.” 
During its life the Corporation, as shown in chart IV, authorized nearly 6,000 
loans and leases, amounting to over a half billion dollars. More than 3,200 of 
these loans were authorized in the last half of 1944 and in 1945. 

The Corporation received over 26,000 inquiries regarding financial assistance 
and processed more than 9,000 applications for loans. The difference between 
the 9,000 applications and the 6,000 loans actually authorized represented appli- 
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cations which were ineligible under Public Law 603, those which it was found 
could be supplied by private banks, and those which were denied because they 
were not good risks. 

AS may be seen from chart V, the value of the Corporation’s loan and lease 
authorizations reached a level of over $80,000,000 per bimonthly period early in 
1944 and remained above that figure throughout 1944 and the first half of 1945. 


Policy with banks 


The Corporation never made a loan unless the applicant had exhausted the 
private sources in his own locality. It frequently happened that private banks 
would make a loan which they had previously denied upon being supplied with 
the results of an investigation made by the SWPC. In this way the Corporation 
operated to assist private banks in meeting the financial needs of small business. 

In addition, the Corporation made “participation” loans with private banks in 
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which the Corporation would take part of the loan, say 80 percent, and the 
private bank would take the remainder of it. These loans were handled and 
serviced by the banks. Also, the Corporation made “repurchase” loans in which 
it agreed to repurchase from banks, at any time on their demand, the unpaid 
balance of a loan, thus relieving the bank of any possibility of loss. The Cor- 
poration entered into some 1,474 “participation” loans, amounting to $191,000,000 
of which the banks’ share was 12.7 percent and 314 “repurchase” loans, amounting 
to $5,700,000. 
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Phases of lending activity 


The lending activity of the Corporation falls into three more or less distinct 
stages, as is shown in the accompanying chart. The first was from September 
1942 to January 1948. During this early period the Corporation was more or 
less getting under way, personnel was being hired, and procedures were being 
established. The second period, which lasted from February 1943 to August 
1944 was characterized by the making of relatively large loans to small plants 
which had obtained war contracts. During this period many small firms came 
to the Corporation for funds to finance war contracts which were so large in 
relation to the size of their business that local banks were unable to meet their 
financial requirements. In many areas banking restrictions and regulations 
prohibited private banks from making such large loans to such small firms. The 
average value of the Corporation’s loans, as is shown on the chart, was thus 
relatively high during this period. 

The third and final phase of the Corporation’s lending activities may, roughly, 
be marked from September 1945 to January 1946. During this period following 
VE-day, the Corporation concentrated on essential civilian rather than war- 
contract loans because of the rapidly increasing demand for the former. The 
Corporation, anticipating this shift in the character of its lending activities, had 
supplied to its loan agents a list of products regarded by the war agencies as 
essential civilian. This list was later extended to cover the bulk of all manufac- 
tured products. At the same time the Corporation, realizing that essential civil- 
ian loans require especially rapid handling, increased the authority of its field 
loan agents to authorize loans in the field from $25,000 to $50,000. 

As can be seen from the chart, there was an active demand by small business 
for these civilian loans. Both the number of applications filed and the number 
of loans approved rose sharply in this final period. At the same time tlie loans 
requested were of much smaller amounts than was characteristic of the war 
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period. Small manufacturers, owing to shortages of materials and supplies, 
were generally able to arrange for the production of only limited amounts of 
civilian goods which they wished to place on civilian markets as quickly as 
possible. This meant that they needed small loans quickly in contrast to their 
needs under war conditions for relatively big loans to finance large and extended 
war contracts. Asa consequence, the average land value of loans dropped sharply, 
and this, in turn, caused the total value of loans approved to decline. It seems 
clear, however, that if the sharp rise in the number of loans had continued for 
a few additional months, the total dollar value of loans authorized by the Corpo- 
ration would soon have reached and perhaps exceeded its wartime heights. 
Regional authority 

Early in the lending operations it was found that many borrowers were in 
desperate need of relatively small sums of money which had to be processed 
quickly. For this reason, regional loans were permitted to authorize loans of 
$25,000 or less without the review of the Board of Directors of the Corporation. 
The authority granted to the regional loans agents was liberalized at various 
times, particularly with respect to production loans and bank-participation loans. 
In general, it was the policy of the Corporation to centralize approvals of loans 
in the Board of Directors, but the authority noted above made it possible to 
handle small loans with a minimum of effort and proved to be a desirable policy 
where time was extremely important in granting of loans. 


Geographic distribution of loans 


As in the case of war contracts, the regional pattern of financial assistance 
by SWPC to small plants tended to parallel roughly the industrial structure of 
the country. Hence, most of its loans were made to firms in the more heavily 
industrialized areas, although the less industrialized areas received a consid- 
erable amount of the Corporation’s funds. This can be seen from the following 
table which compares the geographic distribution of Smaller War Plants Cor- 
poration loan and lease authorizations to productive activity of small plants, 
as measured by the 1989 value added by manufacture. The lower percentage 
figure of SWPC loans for the Mountain and Pacific area reflects partly the pre- 
war economic importance of industries—such as lumber and timber products, 
canning and other food industries—which did not come into the SWPC for sub- 
stantial loan requests. Conversely, the higher percentage figure of SWPC loans 
for the South reflects the relative scarcity of sources of private financial assist- 
ance in that area. 
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Characteristics of SWPC loans 


In loans, as in war contracts, the SWPC concentrated on the distinctly small 
firms. Nearly half of the number of loans were made to firms with fewer than 
25 empfoyees and more than four-fifths to firms with fewer than 150 employees. 
Only 1 percent of the total number of loans were made to firms with over 500 
employees. (See table 9.) In a special survey covering the Corporation's lending 
activity through December 1944, it was found that plants employing less than 
250 workers received 95 percent of the total number and 80 percent of the value 
of SWPC loans. 

Another indication of the emphasis by the Corporation on the distinctly small 
firms is to be found in the fact that nearly two-thirds of the number of its loans 
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were for amounts of less than $25,000, with only 18 percent for amounts in excess 
of $100,000. (See table 12.) 

Since most of the Corporation’s loans were war loans, they reflected the needs 
of small business for funds to pay for materials, supplies, and labor costs of 
producing on war contracts. Consequently, most of the SWPC loans (84 percent 
of the value) were for working capital purposes. Small firms generally already 
had the plant and equipment needed for war production, and their demands 
for loans for fixed capital were, therefore, relatively small during the war. 
(See table 11.) 

Loans were made to firms in nearly all of the Nation’s manufacturing indus- 
tries, although there was naturally a heavy concentration in firms engaged in 
munitions production. (See table 10.) Twenty-nine percent of the loan and 
lease auilorizations went to firms in the iron and steel (except machinery ) 
industry and 13.2 percent to the electrical machinery industry. 


Low losses 

The losses of the Corporation on its loans were extremely small. Losses in- 
curred by the Corporation on its loans amounted to less than 1 percent of the 
value of the loans. In the special survey covering the period through Decem- 
ber 1944, it was found that losses averaged only 0.7 percent of loan disburse- 
ments since the beginning of the Corporation’s activities in 1942. 
Leases 


In addition to making loans, the Corporation provided further financial aid 
to staall business through leases. Under its lease program, the Corporation pur- 
chased machinery and equipment needed for the production of war matériel and 
then leased it to small firms. This program was particularly helpful to those 
small firms which had obtained a war contract requiring specialized and ex- 
pensive machinery that would not be of value to them in peacetime production. 

Some $22,800,000 of leases were authorized by the SWPC. With the ending of 
war contracts, some of this machinery and equipment has been sold to the 
lessees. Most of the remainder has been returned to the SWPC, and the Corpo- 
ration has, in turn, resold a large portion of these facilities to other small firms 
with the result that they have remained largely in the hands of small business. 


CHAPTER IV. TECHNICAL ADVISORY SERVICE 


Late in 1943, the SWPC organized the Technical Advisory Service to assist 
small manufacturers in solving their production problems. Small manufacturers 
have always been at a disadvantage in not being able to maintain research and 
development organizations of their own, or to keep informed of new research 
developments. 

Scientific research was highly concentrated before the war, with one-third 
of the industrial research personnel being employed by 13 companies and two- 
thirds by 140 companies.*. During the war, scientific research, which was greatly 
expanded by the Federal Government, remained highly concentrated, with two- 
thirds of the value of Federal research and development contracts during 1940-44 
going to only 68 corporations.’ Small business was thus badly in need of assist- 
ance in this highly important field of research and development. 

During the war, there was a rapid speeding up of technological developments 
relating to the creation of new materials and new industries, replacement of old 
industries, and changing of production methods within existing industries. 
Since the war, many new technical problems have arisen, especially in connection 
with reconversion techniques and the use of new products such as plastics, 
ceramics, lightweight metals, textile fabrics, and synthetie rubber. 

The Technical Advisory Service undertook no original research, but in response 
to specific requests, drew upon the best knowledge of universities, research insti- 
tutions, and industry. The results of this assembly by the SWPC of technical 
information have been made available through a library of reports maintained 
in Washington and the regional offices. More than a thousand reports have been 
prepared covering a wide variety of subjects. <A list of the subjects covered is 
shown in table 13 of the appendix. 

2? Works Progress Committee, National Research Project, Industrial Research and Chang 
ing Technology, 1940, pp. 45—46. 


‘Reports submitted to U. S. Senate Committee on War Mobilization, Military Affairs 
Committee ’ 


83762—51—pt. 3-42 
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Through December 1945, 7,208 original problems had been referred to the 
Technical Advisory Service. Nearly half of this total was received in 1945. A 
total of 22,773 requests were made, mainly in 1945, for already prepared reports 
after a file of them had been developed. 

Typical of the inquiries received from small business by TAS are: 

(a) A manufacturer of cast aluminum pistons was endeavoring to bring 
out cast aluminum shingles and requested information on permanent coloring. 

(0) A small-town manufacturer of milling machines wanted to know the 
probable trend of designs for quick-freezer units for farm use. 

(c) A drug manufacturer sought available sources of transparent plastic 
containers for new products. 

(d@) A small machine shop, which was developing a supersonic device for 
dispelling fog from lakes, rivers, and airports, requested assistance in obtain- 
ing facilities for testing a fog-dispelling siren. 

(e) A very small producer of mercury, fearing an increase in postwar 
competition, wanted to know the most advanced methods of refining virgin 
and secondary mercury. 

(f) A manufacturer had developed a new cooking utensil and wanted to 
know the most practical design for an automatic utensil polishing machine. 

(g) A furniture manufacturer wanted to know a substitute for peroxide 
for bleaching walnut wood. 

(hk) A manufacturer of wire cloth products was unable to resume impor- 
tation of this material from abroad and wished to know the technique used 
and the equipment required for weaving fine-mesh wire cloth. 

(i) A manufacturer of jungle knives, in seeking peacetime possibilities, 
wanted to know the different types of steel used in manufacturing cutlery. 

A survey made in 1944 by the Technical Advisory Service indicated that 65 
percent of its requests related to manufacturing processes and materials, 13 
percent to production facilities, 12 percent to coating, plating, and similar proc- 
esses, and 10 percent to research, laboratories, testing formulas, and other mis- 
cellaneous uses. 


CHAPTER V. SuRPLUS PROPERTY 


The Surplus Property Act of 1944 (Public Law 457) contained a number of 
provisions relating to small business. The act made it the duty of the Surplus 
Property Board “to devise ways and means and prescribe regulations to prevent 
any discriminations against small business in the disposal and distribution and 
use of any surplus property.” 

The Smaller War Plants Corporation was charged specifically with the 
responsibilities of “making surveys from time to time and bringing to the 
attention of the agencies and the Board the needs and requirements of small 
business and any cases or situations which have resulted in or would effect 
discrimination against small business in the purchase or acquisition of surplus 
property.” The Corporation was also granted the authority of making or guar- 
anteeing loans to small business “for the acquisition, conversion, and operation 
of plants and facilities which have been determined to be surplus property 
and * * * toarrange for sales of surplus property to small-business concerns 
on credit or time bases.” 

In addition, the Corporation was authorized to purchase surplus property 
for resale to small business and to accept trade-ins on such sales when this 
action was believed necessary ‘“‘to preserve and strengthen the competitive 
position of small business or to assist the Corporation in the discharge of its 
duties.” In making these purchases, the Corporation was specifically authorized 
to use the top priority power granted to Federal agencies. 

However, in seeking this power before congressional committees, the Chairman 
of the SWPC made it quite clear that the Corporation intended to use it only 
sparingly. Like the prime-contract power, it was to be used only as a means 
of last resort to obtain a greater degree of recognition for small business from 
other Government agencies. 

Search program 


Searching for specific surplus items on behalf of individual small businesses 
soon proved to be the Corporation’s basic surplus-property program. Small 
business was more interested in the aid which the Corporation could provide 
in finding surplus items than in any of its other more sweeping powers. Once 
a surplus item had been located for a small firm, the Corporation might then 
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purchase it for resale to a small business, take in a trade-in, or make a loan to 
the company. But before any of these other activities could be undertaken, 
the surplus property first had to be located. 

Under the Corporation’s search program, small-business men listed at the 
SWPC district offices their own particular needs for specific types of surplus 
property. These lists were then transmitted to SWPC liaison specialists stationed 
in the regional offices of the various disposal agencies. Upon receiving the list, 
the liaison specialist would search through the files of the disposal agency and try 
to find the items requested. If the search was successful, the liaison specialist 
would then notify the small-business man exactly where the surplus item 
requested was located, where it could be inspected, when it would be sold, the 
various conditions of sale, ete. The small-business man could then visit the 
surplus property involved, inspect it, and decide whether or not he wished to 
acquire it. 

Machine tools 

The Corporation placed great emphasis upon capital equipment, particularly 
machine tools, which would be of lasting benefit to small producers in contrast 
to the short-run benefits which might be gained from the sale of consumers goods. 

There were both a large supply and demand for surplus machine toools. The 
Government owned more than half a million of them—equivalent to 20 years’ 
normal production. On the demand side, the plant equipment of many small 
plants was obsolete and out of date. The average machine tool in small plants 
is about 15 years old, and a large proportion of them are more than 30 years 
old. As a basis for planning the Corporation’s muachine-tool program, a trial 
survey was conducted in Wayne County, Mich., covering some 200 small plants 
in metal-working, machinery, and transportation-equipment industries. The 
survey indicated clearly that small plants were very anxious to obtain surplus 
tools. The findings of the survey were: 

1. About 71 percent of the plants surveyed intended to acquire machine tools 
for postwar production; 61 percent wanted surplus Government-owned tools. 

2. Plants which planned to acquire machine tools expected to purchase an 
average of eight tools each. 

3. Fifty-seven percent of the plants which planned to acquire machine tools 
wanted to turn in an average of seven used tools on their purchase. 

4. More than half of the plants that wanted Government-owned tools expected 
to obtain loans or make deferred payments. 

5. Forty-six percent of the plants which expected to obtain loans planned to 
seek credit from a Government agency. 

6. Relatively few Government-owned tools were in small plants. 

With the need thus established, the Corporation then embarked upon an 
ambitious program to help small plants obtain the surplus tools. Forms were 
mailed to the more than 35,000 small metal-working plants in the country, asking 
them to list the specific types of machine tools which they wanted, so that the 
SWPC could begin a search for individual tools. Unfortunately, because of the 
tremendous workload involved in the veterans’ surplus property program, as 
described below, this machine tool program later had to be put aside by the 
Corporation. 


Small business applications 


The regional offices reported that, up to August 31, 1945, they had received 
4,000 applications for surplus property from small-business men. These applica- 
tions did not include either those resulting from the machine tool program, as 
described above, or those filed by veterans. By October 15 this figure had risen 
to 10,000 applications, and by the end of November to 16,000. By November, 
applications for surplus property were being received from small business at the 
rate of approximately 4,000 a month. 

Veterans’ surplus property program 

Under the Surplus Property Act of 1944, the Surplus Property Board was in- 
structed to “aid veterans to establish and maintain their own small business, 
professional or agricultural enterprise, by affording veterans suitable prefer- 
ences * * * in the acquisition of the types of surplus property useful in 
such enterprises.” 

The Smaller War Plants Corporation in July 1945 was made responsible for 
making this congressional mandate a reality. Specifically, the Corporation was 
to exercise, for veterans, the priority purchase power granted to it for small 
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business, that is, to buy up surplus property, and resell it to veterans. The 
Corporation was to use this power only if, in its opinion, the veteran had a rea- 
sonable chance of success in his business venture. Also other restrictions were 
imposed. 

This plan of meeting the request of veterans for surplus property was replaced 
by a different type of plan in October 1945. Under this new plan, the role of the 
SWPC was sharply changed from that of purchasing and reselling great quanti- 
ties of trucks, staff cars, jeeps, and other items wanted by veterans to that of issu- 
ing to eligible veterans a certificate, and directing them to the nearest office of the 
disposal agency which handled the item requested. This certificate permitted 
the veterans to purchase surplus property at the lowest price at which it was sold 
by the Federal Government, eliminating the distributive mark-up. In addition, 
the Corporation could, in individual cases, act as agent of the veterans, or could 
treat them as small-business men, purchasing and reselling surplus property. 
Even when this was not done, the Corporation in many cases endeavored to 
locate, in the disposal agencies, the specific surplus item requested by the 
veteran. However, the Corporation no longer had to pass judgment on the 
veteran’s chances of success in his business venture. 

In addition, the revised plan eliminated the $2,500 limit on veterans’, purchases, 
and permitted veterans in retail business to purchase an initial stock of goods 
for resale to the public. 

Ejfect of the veterans’ program 

The impact of the veterans’ program on the SWPC was terrific. This can be 
seen in the fact that through the end of November, over 177,000 applications had 
been received from veterans—most of them being filed in October and November. 
Since each veteran requested, on the average, three surplus items, the SWPC 
issued over half a million certificates. To say that the Corporation was very in- 
adequately staffed.to handle this great flow of applications is to greatly under- 
state the situation. The Corporation had been selected for this job primarily 
because of the fact that it had a large number of district offices scattered through- 
out the land. These district managers soon found themselves confronted with 
long lines of insistent veterans outside their offices requesting certificates and 
other information. 

Although the district offices literally worked night and day, Saturdays and 
holidays, on this program, the workload was so great that other programs of the 
Corporation temporarily had to be curtailed. These included, especially, the sur- 
plus machine tool program, the business services program, and the Technical 
Advisory Service. At the time that the functions of the Corporation were trans- 
ferred, the lines of veterans outside the district offices were as long as ever, but 
the offices had practically eliminated the large backlog of applications which had 
accumulated. 


CHAPTER VI. OTHER ACTIVITIES 
Contract termination 


One of the first steps toward reconversion and the postwar operation of small 
plants was the termination of war contracts. This problem was particularly 
difficult for small-business enterprises, not only because their financial re- 
sources were limited but also because much of their war work had been based on 
subcontracts and they thus had to obtain payments from other private firms, 
which, in turn, had to obtain their settlements ultimately from the Government. 

Under the Contract Settlement Act of 1944, the Chairman of the Corporation 
was made a member of the Contract Advisory Board. The Director of Contract 
Settlement was directed to “collaborate with the SWPC in protecting the interests 
of small war contractors in obtaining fair and expeditious termination settle- 
ment and interim financing.”” The Corporation was specifically directed to assist 
small-business concerns in securing interim financing, and in preparing applica- 
tions for such interim financing. It was also directed to help them in effecting 
termination settlements, in removing storage termination inventories, and in 
making interim loans and guaranties. The purpose of these services was to 
assure fair and equitable treatment to small-business concerns from prime con- 
tractors and intermediate subcontractors in connection with the termination 
of war contracts. 

As one of the first steps in assisting in cotract termination, SWPC reconver- 
sion specialists held meetings with contractors to outline procedures and methods 
of contract termination. In the second half of 1945, approximately 1,200 meet- 
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ings were held and were attended by about 25,000 contractors. At least 80 
percent of the firms represented employed fewer than 500 employees. Following 
the general education program, SWPC field offices gave individual help to thou- 
sands of small-business men in interpreting rules and regulations, preparing 
forms, ete. Following its customary policy, the Corporation attempted to place 
interim financing business first with the local banks rather than of making the 
loan itself. 


Business services 


The SWPC field offices performed many services for small business in addition 
to those which might be classified under the established war contract, loan, 
Technical Advisory Service, and surplus-property programs. These additional 
services included liaison work between individual small businesses and other 
Government agencies, such as WPB, WMC, and OPA. Small business found in 
SWPC field offices men who were familiar with rules, regulations, and practices 
of Federal agencies and their relations with small business. In addition to 
liaison work with Federal agencies, the SWPC field staff, because of its wide 
contact with small business in the locality of its many offices, was able to pro- 
vide many valuable services to individual small businesses. This type of assist- 
ance is illustrated by efforts made on the behalf of individual small businesses 
in locating specialized equipment, scarce raw materials, ete. 

In the field of civilian production, the SWPC aided small businesses during 
the war by assisting them in filing appeals under WPB restrictive orders, by 
providing interpretations and explanations of limitations and orders, by helping 
them obtain higher price and manpower ceilings, and by proposing and advocating 
plans which would permit small firms to undertake civilian production if it did 
not interfere with the war effort. For example, the SWPC aided more than 
4,000 small firms in filing appeals under WPB restrictive orders. 

One of the most effective ways in which the SWPC aided small business was 
in its active promotion of systematic plans to provide small firms with materials 
and exemptions from WPB restrictive orders. Following the peak of war pro- 
duction in the fall of 1948, an increasing number of small plants were released 
from war production, either as prime or subcontractors. At the same time, stocks 


of surplus materials were rising throughout the country and unused manpower 
was to be found in many communities, particularly in smaller cities and towns. 

The SWPC submitted to the WPB on April 17, 1944, a plan, known as the 
Smaller Producers Reserve, which would enable small plants to obtain surplus 


and other available materials for the production of restricted civilian items 
without interfering with war production. 

The SWPC promoted this plan with the utmost vigor. And although it met 
with many objections, many features of the plan were finally adopted, in modified 
form, by the WPB on August 15, 1944. Known as the spot authorization plan, 
or PR-25, the WPB plan provided, in the words of the WPB, “a way by which 
manufacturers may be authorized to make articles which are other e restricted 
or prohibited by order of the WPB, but only when they have * and facilities 
available which are no longer needed for essential purposes.” 

The plan was in operation for approximately 6 months, being brought to an 
end by the insistence of the military agencies that it was interfering with war 
production. During its life some 6,S00 applications were received, of which some 
5,000 were approved. The great bulk of the applications came from small con- 
cerns. Firms employing less than 100 workers accounted for 83 percent of the 
total number of applications and those with less than 50 workers for 735 percent. 

That the spot authorization plan did, in fact, provide relief to small business 
without interfering with war production is indicated by a survey of its opera- 
tions made by the WPB, published on March 12, 1945. The principal findings 
of this report were summarized by the WPB as follows: 

1. “The spot authorization plan has been an effective device for authorizing 
unprogramed civilian production under conditions of noninterference with war 
production. 

2. “Many uses of the spot authorization plan are war supporting in character. 
A number of establishments are using spot authorized production primarily to 
hold their labor forces together during down time or stand-by time, whenever 
interruption of mil?tary production is unavoidable. 

8. “Production authorized under spot did not draw labor from war production, 
and denial of authorized spot applications would not have released significant 
numbers of additional empioyees needed for war production. The actual pro- 
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duction accomplished under spot was completed with labor from the following 
source (arranged in descending order of importance) : 
(a) “Full utilization of persons otherwise employed less than full time. 
(b) “Use of idle down time of employees regularly engaged in war pro- 
duction. 
(c) “In-plant transfer of labor from the production ‘of one civilian product 
to another. 
(d) “New employment of unskilled female labor in localities where such 
labor was actually surplus.” 

Despite this favorable report, the spot authorization plan was practically 
ended in March 1945 with the imposition of extremely rigid manpower limita- 
tions and the failure of the WPB to allocate materials for it in the second 
quarter of 1945. Although the SWPC made every effort through VJ-day to have 
the plan reinstituted, it was put aside by the WPB in favor of its general policy 
of maintaining most restrictions until VJ-day and then of eliminating nearly all 
of them at one time. 

The SWPC, however, continued its efforts to protect small business in the 
distribution of materials during the reconversion period. Largely as a result of 
these efforts, the WPB early in May 1945 put into effect Priorities Regulation 27. 
This regulation permitted the very smallest group of manufacturers—those with 
total net sales of less than $50,000 per quarter—to “self-assign” priority ratings 
for the purpose of obtaining materials, components, and equipment. Although 
no statistical data were ever compiled by the WPB on the operation of this plan, 
it is known that many small businesses used the provision to obtain needed items. 
The regulation continued into effect until December 31, 1945, when over the 
objection of the SWPC, it was permitted to expire. 

Priorities Regulation 27, while of considerable value to the very smallest 
firms, did not help the rest of small business. The SWPC felt that the great 
number of smaller firms which were not small enough to take advantage of PR—27 
would be frozen out in the scramble for the limited amount of materials and 
supplies that would be available during the reconversion period. 

Largely at the insistence of the SWPC, the WPB on July 1, 1945, put into 
effect Priorities Regulation 28, which provided priority assistance to concerns 
urgently in need of materials and supplies. The WPB, however, did not confine 
the scope of this regulation to small plants but left it open to all sizes of manu- 
facturers. However, the WPB did agree to assign priority ratings to any small 
company which received a certification from the SWPC stating that the items 
requested were necessary for it to continue profitable operation. From July 1, 
1945, to January 28, 1946, approximately 300 small businesses received assistance 
through the SWPC alone under this regulation. But here, again, the real impor- 
tance of the Corporation was not in the actual operation of the regulation but in 
the active role which it played in getting the regulation adopted and put into 
effect. 

Reports 

In addition] to the direct benefits to small business provided by the SWPC 
in the form of loans, contract placements, technical information, and other 
operating programs, the Corporation has provided certain indirect services to 
small business, with its analytical studies. It has made research reports on such 
matters as concentration in industry, taxation of small business, impact of the 
war on various commodities, financial assistance to small business, the veterans 
and small business, reconversion, prospective shortages of materials needed by 
small business, etc. 

These reports have not only provided the SWPC staff with factual information 
regarding the problems of small business, but also have provided valuable infor- 
mation for Congress in legislating in the interest of small business. Some of 
the reports have been widely circulated outside of Government channels. 

In its bimonthly reports to Congress the SWPC attempted to describe in some 
detail many of the problems of small business and to suggest programs for their 
solution. It outlined a program of assistance to veterans which would aid them 
in establishing a small business on an economically sound basis. It demon- 
strated the advantage of the multiple-tenancy plan in the disposal of surplus 
war plants. The attention of Congress was called to the fact that small busi- 
nesses are being swallowed up by big corporations at an increasing rate. A 
program of business loan insurance for the Federal Government was advocated 
as a means of assisting small business to obtain financial aid through private 
banks. The SWPC advocated a foreign trade program directed specifically to 
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help small business. These and many other matters have been presented in the 
reports to Congress. 

Five of the separate reports issued by the Corporation may be briefly noted 
below : 

Concentration.—This study sets forth the results of an extensive investigation 
into the extent of the concentration of economic power in manufacturing indus- 
tries especially during the war. The growth of concentration is traced from 
the beginning of the century to the present time, with particular emphasis on 
World War II effects. Industry-wide analyses of changes in assets, employ- 
ment, production, wages, and facilities were used as measures of the extent of 
concentration. 

Taration—tThis study presents, as a result of investigations of the problems 
of small business in obtaining capital and credit, a long-range tax program. 
The program is based on the theory that the tax system should be so designed 
that small business can reinvest its earnings more easily, and that risks be 
reduced to encourage the flow of outside funds into small business. Some of the 
more important features of the program are: Corporate taxes: (1) Remove small 
business from liability under the excess profits tax, (2) repeal taxes on capital 
stock, (3) repeal the carry-back of unused excess-profits credit, (4) extend the 
earry-forward of losses to at least 7 years, (5) permit accelerated depreciation, 
and later (6) repeal the carry-back of losses, lower the present rates, remove 
the “notch” provision, and provide optional partnership treatment, Individual 
taxes: (1) Increase exemptions, (2) liberalize the deductibility of capital losses, 
and (3) moderately reduce the rates. 

Small business and civic welfare.—This study represents the findings of a 
survey may of three big-business cities and three small-business cities. Its 
purpose was to determine the level of civic welfare of cities whose industrial 
workers are employed principally by large absentee-owned corporations as com- 
pared with that of cities whose industrial workers are primarily located in 
small, localiy owned establishments. The study indicated that the small-business 
cities had (1) considerably more balanced economic life, and (2) a higher level 
of civic welfare. The differences in city life between the cities studied rested 
primarily on the differences in industrial organization. 

SWPC loans.—This report was an internal operating analysis of the practices 
and results of the SWPC loan program. It was made in terms of net (as opposed 
to gross) loans by eliminating unused loan authorizations and revolving-fund 
moneys in production loans. It was found that SO percent of the value of 
SWPC loans went to firms with less than 250 workers and that 90 percent were 
for working capital. The average loan was for $95,000, and only 4 percent of 
the small borrowers were inexperienced in the businesses financed. 

Vachine tool survey.—In October 1944 a survey was conducted in Wayne 
County, Mich., of metalworking plants to obtain information concerning the 
potential demand for machine tools from Government-owned surpluses. The 
results of this survey have been described above. 
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TABLE 1—Number and dollar value of contracts awarded by Government procure- 
ment agencies, shown by months and number of wage earners? 


[Value in thousands of dollars] ., 
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TABLE 1.—Number and dollar value of contracts awarded by Government procure- 


ment agencies, shown by months and number of wage earners—Continued 


[Value in thousands of dollars] 
| Total contracts 


Procurement agency 


4 


PANAMA CANAL 

1944— February and March 7 20 19.1 2 2 

l d May 17 24 lv 4 , 

June ai 1 July 17 1yy 
August and September 1 } 

October and November 

ber and January 194 il +5 ! 2 - 

ind Marcel if 2 


Apriland May s4 


LEND-LEASI 
1944—Febru iry through December 21, 777 . 
1945—January 
February 
March 
April 
May 
June 
July 
August 
September 


October 





TD wm 





shown for the 
and those of the CAA 
2 Full data not avail 


Army, Navy, and Maritime C 
ind Panama C 


ible for 


5000 


TABLE 2.—Prime contracts awarded acith the 


assistance of ft Smaller War 
Plants Corporation 
TIME SERII 
[Value in millions of dollar 
Bimonthly total Cumt 
Period 
Number Value N Value 

November 1942 82 $2 K2 $2 
December 1942 to January 1943 1, 12¢ 85. 4 20) 87.7 
February to March 1943 1,8 179.8 i 267. 5 
April to May, 1943 1, 804 221.2 4.54 iS8. 7 
June to July, 1943 s ORO O53 6 7 907 743.3 
August to September, 1943 1, 504 144.8 411 S88. 1 
October to November, 1943 2.611 187.4 12, 022 1,075. 5 
December 1943, to January 1944 3 42 271.8 15, 664 1, 347.3 
February to March, 1944 4, Oe 411.9 19, 730 1, 759. 2 
April to May, 1944 537 319.7 3, 267 2, 078.9 
June to July, 1944 On 325. 1 %, 27 2 404.0 
August to September, 1944. __ 3, 804 4()7 ), Ve 2, 810. 6 

October to November, 1944 3 312 29 179 3, O14 
December 1944, to Jan 1945 4, 0! 55.9 548 } 560.0 
February to March, 1945 5, 658 629.9 13. 206 4. 190.0 
April to May, 1945 6. 126 754.5 49. 332 4 944 5 
June to July, 1945 5, 206 463.5 54. 538 5. 408.0 
August to September, 1945. _. 2,953 270.9 7, 491 5, 678.9 
October to November, 1945_- 8O4 55.2 8. B85 5. 734.2 
1 Includes 8,077 prime contracts valued at $740.1 million which were awarded with the concurrence of 


SWPC. 








Jgune and July * ' iv ! Vv05 | <0. ¢ ! vv.2 ' v0.0 ! ‘0.2 
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TABLE 2.—Prime contracts awarded with the assistance of the Smaller War 
Plants Corporation—Continued 


DISTRIBUTION BY AGENCY? 


(Value in millions of dollars] 


| 
Agency | Number | Value 
pntininiieia sii er a aS eae |—_—— 
Total, all agencies. ___- ee eee ee ee 58, 385 | $5, 734. 2 
Nits. cocustaeniina cc a x casnenes - eae 40, 012 | 4, 708.0 
Navy...- ee oe a 10, 383 | 661.9 
Other Federal agencies ___. ; Ayia ‘oii 5, 890 | 295. 1 
Non-Federal agencies__-__- ia be ieee i 1, 955 | 55.2 
Unspecified ____- si peabisthdicadd aaabiincweiadn en etiwanda bese : s 145 14.0 


2 Distribution estimated after June 1945. 


TABLE 3.—Prime contracts awarded with the assistance’? of the SWPC 
DISTRIBUTION OF REGIONS 


[Value in millions of dollars] 


Number of 





Region contracts Percent | Value Percent 

United States.......... a ee 58, 385 | 100.0 5, 734. 2 100.0 
Boston : ae acateiaal 7, 162 | 12.3 534.7 | 9.3 
New York ad ra ; 10, 188 | 17.4 | 981.1 | 17.1 
Philadelphia. _._- nas 6, 404 11.0 573.2 10.0 
Atlanta cael ; : 3, 105 5.3 435.1 | 7.6 
Cleveland : 5, 518 9.4 656.0 | 11.4 
Chicago.__- ; ; 6, 822 11.7 855.5 | 14.9 
Kansas City_.-._-- ‘ : ; 4, 031 6.9 390. 4 6.8 
Dallas one : . : 2, 132 3.7 245. 5 | 4.3 
Denver se 1, 519 2.6 68.7 3 
San Francisco 4, 755 | 8.2 146.5 2.6 
Detroit : : a 2, 686 | 4.6 | 394.9 6.9 
Minneapolis____. Gaudtioatees ahd 839 | 1.4 89.5 | 1.6 
Seattle kiosbins e ‘4 . 1, 428 2.4 134.6 2.3 
Los Angeles_- = : : inant 1, 796 3.1 | 228. 4 4.0 


Includes 8,077 prime contracts valued at $740.1 million which were awarded with the concurrence of 
SWPC, 


Source: SW PC-6B and 8. 
TABLE 4.—Subcontracts awarded with the assistance of Smaller War Plants 
Corporation from November 1942 through October 1945 


[Value in thousands of dollars] 


Region Number Value 

United States ; a ame ; ae 52, 563 $30, 577.9 
Boston = : Bo gt | 6,191 | 1, 937.9 
New York af 5,010 1, 658.0 
Philadelphia : 3, 579 | 1, 696. 4 
Atlanta ‘ 5 i 1, 258 | 727.9 
Cleveland ime : 10, 345 | 9, 576. 4 
Chicago en oie aed 3, 962 | 2, 531.1 
Kansas City __- os } 5, 645 | 1, 253. 1 
Dallas.__. ‘ . hae 2,913 153.9 
Denver_._.- a i 321 110.1 
San Francisco sc 3 2, 864 | 987.1 
Detroit a . = ai . a 5, 875 6, 715.0 
Minneapolis--- =i : 199 | 45.7 
Seattle aie : ea aa 1, 820 | 602.7 
Los Angeles... ___- f : Fie ain dene tee ; 2, 581 | 2, 582. 8 
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TABLE 5.—/nquiries received in field offices regarding SWPC loans 


[Value in thousands of dollars] 





Period Number 


eg a ee 
1943—First half ws 
Second half_..__- 
1944—First half 
Second half 
1945—First half._......- 
Second half_- 
1946—January 


300 





a da a 26, 891 

! Includes 476 inquiries by veterans for loans on surplus property. 

TABLE 6.—Loan and lease applications filed * 
[Value in thousands of dollars] 
Period Number 
1942--September to December * disievann ‘ 148 
oe 8 a ae eee ees ees ehteebins 643 
Second half__-_- 1, 157 
1944—First half___-- paints 1, 783 
Second half Sees ‘ ; 1,771 
1945—First half daniel ‘ eect 1, 771 
eS Se cate ekiaecnst _ SOS 1, 820 
1946—January--...........- bee pkk ed biktietampiawte> y 2 ; 421 
RT ye caie tie ees tad ahaa Sa as oat hseede atlas Ge 9, 514 
1 Fully processed in field and filed in Washington. 
TABLE 7.—Loan and lease applications approved 
{Value in thousands of dollars] 
Period Number 

1942—September to December 410 
1943—First half 370 
Second half 745 
1944——First half 979 
Second half 1,040 
1945— First half 1, 094 


Second half ; ; : 1, 144 
1946—January 


S06 
Total 5, 808 
TABLE S.—Loan and lease approvals, by regions 
[Value in thousands of dollars] 
Region Number 
1. Boston . , 391 
2. New York ‘ 1, 197 
3. Philadelphia 512 
4. Atlanta 673 
5. Cleveland 457 
6. Chicago 560 
7. Kansas City 299 
8. Dallas Toons 652 
9. Denver 125 
10. San Francisco ‘ 174 
ll. Detroit . 181 
12. Minneapolis 199 
13. Seattle __ ; : : 156 
es ne EOS Ae. cucu a casuuiseed a = zs oe 232 
Total__.. £ ae eee ete / eS oe A ee 5. 808 





Value 


$17, 414 
50, 292 
74, 447 

214, 531 

246, 391 

382, 629 

308, 463 
25, 285 


1, 341, 452 


Value 


$14, 209 
42, 311 
62, 609 
27, 229 

184, 571 

219, 568 

171, 820 
23, 874 


846, 280 


Value 


$3, 632 
12, 740 

2, 120 
76, 735 
120, 407 
154, 362 
77, 478 
16, 905 


$504, 379 
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TABLE 9.—Employment of firms receiving SWPC loans and leases 


| Firms 


Number of employees 


Number | Percent 





0 to 25 ; e cg : ; pada ee 2,918 | 
26 to 50 oe > Re a iol 1,121 
51 to 100 f : Shs = og . ee 783 
10 


1 to 250 b 706 | 
251 to 500 : ‘ . ‘ epee 224 | 


RRARARPAPARAHA 


56 


eer 


100. 0 


TABLE 10.—J ndustry of firms receiving SWPC loans and leases 


[Value in thousands of dollars] 


Number Percent Value 


364 .3 30, 826 


on 


products made from fabrics 


+ 
ts 


ind finished lumber products 
nd allied products 
ting and publishing, ete 
icals and allied products 
roducts of petroleum and coal 
tubber products 
“ather and leather products 
Stone, clay and glass products 
t teel and their products, munitions (except 
I nery 
Nonferrous metals and their products 
Electrical machinery 
Machinery (except electrical 
Automobiles and their equipment 
Transportation equipment (including airplane oarts 


MI lier wind y 
sviiscelianeous industries 


VY 
Naw wes 


— +e 


Prow 


100. 0 


TABLE 11.—Purpose of SWPC loans? 


[Value in thousands of dollars] 


Purpose Value Percent 


Operating capital ; , a wa re: : $400, 809 
Debt retirement ‘ 
Machinery 

Building 


Supplies_. 


Land : 
Other..... 


ee Eel Se <z See See aninteet ee. 481, 580 


1 Leases valued at $22,797 thousand excluded. These were practically all for machinery. 
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TABLE 12.—Size of SWPC loans? 


Size (in thousands of dollars) | Number Percent 
ne ng Vouamtenhoioin senna oa 747 15.3 
ES ee PT ee Ah RAS Se ee aa G 700 | 14.3 
eg gaa rate hey ie debncenewuh apimnueu | 1,551 | 31.8 
NS or ee a avdetcesoekbauheanwas . | 570 | 11.7 
One 60 $100... ......-. Skt eE ia sal eel a ‘ 4 eee 466 9.5 
Nee ee Be ce cebleice cake 352 eo 
RR IE Saat cna. oe ance l bela Sak esaenen peins atone 158 | 3.2 
a beenatinapeeaanue isanidiiai i | 80 | 1.6 
a cunt’ peat enheine pans adhd ; 7 | 54 1.1 
I ae A Sa aden kescemwacaidiesaamime 204 | 4.2 

ieee hake cutee ine nae eta aii natwinnd «nnubtineistrinin wens | 1,882 | 10C. 0 


* Excludes leases. 


TABLE 13—List of subjects covered by TAS reports 


Abrasives Maintenance 
Adhesives Management 
Agriculture Mechanical equipment 
Air conditioning Metallurgical 
Bibliography Metals 

Building materials Metals—ferrous 
Castings Metals—nonferrous 
Ceramics Office 

Chemicals Oils, other than petroleum 
Chemical processes Packaging 
Cleaning -aints 

Coatings Paper 
Construction Personnel 
Corrosion Pest control 
Dehydration Petroleum 

Dyes Pharmaceuticals 
Electrical Photography 
Finishes Plastics 

Fire Preservatives 
Food products Printing 

Forest products Production 
Forgings Radio 

Glass Raw materials 
Heating and ventilating Reference books 
Heat treating Refrigeration 
Insecticides Rubber 
Instruments Synthetics 
Insulation Sound 
Laboratories—research Textiles 
Leather Waste 
Lubricants Waterproofing 
Machinery Welding 
Machine operations Wood 


Machine tools Miscellaneous 
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TABLE 14.—Number of requests made by small business to the Technical Advisory 
Service 


| | | 
| Requests || Requests 
Original | for | Original for 
problems) library | problems! library 
reports j reports 
} 


j 





853 


1943—September to December-_| ‘ | 1945—January__- 
| 846 


——— S February 

1944—January ______.-. saben \ sees ae March - 803 
February... as April. _. ; 1, 569 
March....... | « es se xs s 1, 602 
April | oy eee June - ; 2, 052 
May...-.. | : i July | 1, 124 
June -- - ; 216 ees August | 3, 394 
July es 265 | September. 333 | 3, 805 
EES 380 | October : 28: 1, 959 
September - -_- 28: November-.- . 208 1, 864 
October _ _- : | 318 | 322 December. ; 53 1, 510 
November_..__- | - —- — 
a 59 | 9 || Total, 1945.......} 3, 43° 21, 381 


} 
} 
| 
} 


Total, 1944.......| 3,174 | , 545 || 1946—January_...............} 3| 1,790 


Grand total : 23,1 71 


KENTUCKY STATE REAL Estate COMMISSION, 
Louisville, Ky., June 5, 1951. 
Hon. BURNET R. MAYBANK, 
Chairman, Senate Banking Committee, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR: We, in Kentucky, are becoming alarmed at the increasing diffi- 
culty that our people are experiencing in purchasing homes. Like South Caro- 
lina, Kentucky is now becoming industrialized as a culmination of long years of 
effort, which as you know, is the only hope we have to meet the growing tax needs. 

There are still approximately 80 counties in Kentucky that are without 
industry. However, in those areas that are heavily industrialized and thereby 
have become critical defense production centers, housing is a most serious item. 
For example, the General Electric Co. is now in the process of moving into a large 
plant in Louisville, to produce jet airplane engines and later to become their 
heavy appliance manufacturing center. This plant will employ an estimated 
16,000 people, Louisville has long faced a shortage of housing and this and 
other activities will increase the need. 

Recently, because of the interest rates and the Government bond market, the 
financing companies have discontinued making loans to veterans under the 
Veterans’ Administration program. Also, FHA mortgages are becoming increas- 
ingly difficult to obtain. This condition, in conjunction with the fact that the 
Government authority to make direct loans to veterans expires on June 30, will 
result in a complete discontinuance of GI loans, and regulation X makes the 
FHA and conventional loan for new homes highly improbable. 

Anti-inflationary precautions notwithstanding, we ask you to consider that the 
privilege of buying and owning a home is not only necessary to meet the needs 
of production, but that it must remain an essential right of every American. We 
also strongly believe that the veteran who depended upon the promise of the 
GI bill of rights and was not in a financial position to buy a home upon leaving 
the service should continue to have the same opportunity to enjoy his rights 
as those who have already bought homes under the GI bill. 

May we urge above everything else that the Veterans’ Administration authority 
to make direct loans be continued. This is the only procedure whereby the 
veteran can be assured of the opportunity of owning his home. Surely there 
could be no opposition to this, since the Government makes this loan only after 
three lending institutions have refused to extend him a GI loan. 

Respectfully, 
Harry H. Hanssroves, Jr., 
Chairman, Kentucky State Real Estate Commission. 
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University Crry 5, Mo., May 23, 1951. 
Senator Burnet R. MAYBANK, 
Chairman Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 


Dear SENATOR MAYBANK: A Statement in the press, attributed to you, indi- 
cates that you may have difficulty in drafting an act providing for rent control, 
in view of the fact that you do not have sufficient correspondence from interested 
persons to show that rent control should be extended. 

As chairman of the local rent advisory board in St. Louis, I believe that I am 
in a position to state positively to you that there is a very acute and critical hous- 
ing shortage in this area, and that the discontinuance of rent control would 
inflict a great hardship on its inhabitants. 

As you know St. Louis is an industrial city and there are actually thousands 
of manufacturing establishments here engaged primarily or incidentally in de- 
fense production, which means that the acute housing shortage will continue to 
exist for a long but indefinite period of time. 

In addition to the needs of civilian defense workers and other tenants, Scott 
Air Force Base is located in this area, and there is a great need for housing for 
military personnel similar to the requirements near any military installation. 

New construction and the additional converted housing accommodations are 
decontrolled under the Housing and Rent Act now in effect, and command rents 
far in excess of the rents generally prevailing for comparable controlled housing 
accommodations in this area. This fact proves beyond a doubt that discontinu- 
ance of rent control at this time would cause a spiral of inflation which all of us 
desire to avoid. 

Therefore, I respectfully urge that your committee recommend a bill for either 
the extension of the Housing and Rent Act, or an entirely new bill concerning 
rent control. 

Respectfully yours, 
CLEMENT C. JONES, 
Chairman, St. Louis Rent Advisory Board. 


UNIVERSITY OF KENTUCKY, 
Lexington, Ky., May 23, 1951. 
The Honorable BURNET MAYBANK, 
Senate Office Building, Washington, D. C. 

My Dear SENATOR MAYBANK: I have noticed that considerable pressure is be- 
ing applied by persons interested in having controls removed, or at least the 
effectiveness of them reduced. I would like to speak from the other point of 
view. Millions of people are living on relatively small and fixed incomes, as you 
are undoubtedly well aware. Our modes of living are being changed almost 
daily. As costs increase, the distribution of our income decreases. By that, I 
mean that we are retrenching by discontinuing many types of purchases, such 
as magazine subscriptions, professional dues, new clothing, unless absolutely 
needed, and household appliances, to mention a few items. 

It has been stated that the American public is apathetic toward controls. 
Judging by my conversations, with many persons, I believe that it is a feeling 
of resignation resulting from disappointment. We have been promised controls, 
price roll-backs have been suggested, and yet our incomes keep shrinking. 

Sincerely, 
Barry T. JENSEN, 
Assistant Professor of Educational Psychology. 





KANSAS City, Mo., May 21, 1951. 
Senator BurNetr R. MAYBANK, 


Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 

The Kansas City, Mo., rent advisory board is alarmed at increased need for 
additional housing through influx of Army personnel, industrial employment ex- 
pansion and housing shortage and apparent disinterest of Congress. It unani- 
mously urges prompt congressional action to extend Federal rent control as being 
urgently demanded by serious situation. 

Louis W. Krinogs, 
Chairman, Kansas City, Mo., Rent Advisory Board. 
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Lanor’s NoN-PartisaN LEAGUE, 
Washington, D. C., May 11, 1951. 
My Dear Senator: Enclosed herewith for your consideration is a copy of a 
resolution adopted by the unanimous vote of the international executive board 
of the United Mine Workers of America setting forth the reasons for their opposi- 
tion to the proposed extension of the Defense Production Act of 1950. 
Very truly yours, 
JoHN T. JONES, 
Director, Labor’s Non-Partisan League. 


The following resolution was adopted by the international executive board of 
the United Mine Workers of America by unanimous vote, with many district 
representatives participating : 

“Whereas under the terms of the Defense Production Act of 1950 there was 
created by Executive Order No, 10161 an independent agency known as the 
Eeonomie Stabilization Agency charged with the duty to “preserve and maintain 
the stabilization of the economy” and, among other things, to “establish price 
ceilings and stabilize wages and salaries” ; and, 

“Whereas under the terms of this act and almost unparalleled and unlimited 
grant of powers to the Chief Executive, and the grant by him of these powers 
to the Economic Stabilization Agency and other agencies, there were thereby 
created, among other departments, agencies, and bureaus, the Office of Price 
Stabilization and the Wage Stabilization Board; and continuously thereafter 
there has been a never-ending and unceasing stream of orders, rules, regulations, 
decrees, promulgations, amendments, interpretations, and declarations by such 
agencies and their manifold respective administrators, directors, chairmen, and 
and other official and unofficial spokesmen, so as to, in effect, virtually overwhelm 
and flood all industry, business and labor, large and small, with long, involved, 
technical, legalistic, complex, complicated, duplicitous, confusing and confound- 
ing rules and standards of conduct, restricting, limiting, prohibiting, circum- 
scribing, and choking their otherwise normal and ordinarily successful and 
smooth operations—all running to the full and complete defeat of the above- 
declared purposes of the act; and, 

“Whereas the act is shot full of provisions allowing for discrimination and in- 
equities favoring industry and big business and weighted by spirit and letter 
against labor and the vast numbers of American citizens, who by its terms and 
the continuation of the Labor-Management Relations Act of 1947 are cast arbi- 
trarily into the unjustified and despised roll of ‘second-class citizens’; and 

“Whereas the brief but chaotic experiences already had under the act demon- 
strate conclusively that its continuation, or the continuation of the various 
boards and agencies, particularly the so-called Wage Stabilization Board, as 
recreated under the amended Executive Order No. 10161 of April 21, 1951, and 
the Office of Price Stabilization Agency, would only serve to rivet upon the 
American people and all segments of business and labor an iron collar of po- 
litical and govermental controls leading inexorably to a socialistic and paternal- 
istic way of life utterly contrary and inimical to the best interests of this Nation; 
and 

“Whereas the Presidential message of April 26, 1951, recommended to the 
Congress the extension for 2 years of the Defense Production Act of 1950, now 
scheduled to expire on June 30, 1951; and some misguided leaders of industry 
and labor are meekly endorsing and acquiescing in such recommendations, 
wholly unmindful and forgetful of the fact that American enterprise and Amer- 
ican labor can thrive, produce, and ultimately conquer any and all enemies, both 
foreign and domestic, only by the full and free exercise of their unlimited, po- 
tential, productive, and creative powers; and 

“Whereas the theses and arguments of those of high station in and out of 
Government, who espouse these changes in our basic way of life, and thus ad- 
vocate our embracing the techniques of the more absolute forms of government, 
are but seeking by political blandishments to inveigle and lull this Nation into a 
false sense of economic security; and these arguments and theses should be 
and are recognized by the United Mine Workers of America and its members as 
but “sounding brass and tinkling cymbals” in the ears of our people and of 
Americans in general: Now, therefore, be it 

“Resolved by the International Erecutive Board of the United Mine Workers 
of America, That we deplore the original passage of the ill-considered, restrictive, 
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and prejudicial legislation, denounce its present confused and confounded ad- 
ministration, condemn as entirely unworkable and unnecessary and as contrary 
to the American way of life the abortive attempts to stabilize prices and wages 
and hereby call upon all labor and industry to join the United Mine Workers of 
America in opposing the extension of the act and thus speeding the return of 
this Government to the people.” 


STATEMENT OF Roya Litre, TEXTRON CorRP., RE THE Errect OF FIXED PRICES 
ON THE COTTON TEXTILE INDUSTRY 


During Worid War II the demand for cotton textiles from the armed services, 
domestic consumers and exporters was unprecedented. The OPA however set 
ceiling prices for the cotton textile industry which discouraged production. 
Between May 4, 1942, and September 10, 1945, cotton textiles had inflexible 
ceilings in cents per pound and cents per yard, During this same period labor 
costs and raw cotton prices rose rapidly thereby eliminating the profit margin 
of the producing mills. Marginal producers were forced to shut down and many 
other mills discontinued their Saturday production because of overtime labor 
premiums. 

During this period of inflexible prices there was a loss in consumption of cotton 
of 4,000,000 bales and a loss in the production of cotton woven fabrics of 4,000,- 
000,000 yards. On September 10, 1945, the Bankhead amendment to the price 
control law became effective. As soon as this amendment which required the 
OPA to reflect increases in cotton prices and wages in cotton goods prices became 
law, raw cotton consumption and cotton cloth production rose sharply. 

On January 26, 1951, price controls again became effective and the cotton 
textile industry production has dropped sharply after having equaled in the 
first quarter of this year the all-time high production of early 1942. 

It is vital to our economy that the Office of Price Stabilization should not be 
permitted to make the same mistakes of the OPA; a greater production is the 
only way to beat inflation. 

The enclosed charts show graphically what happened during the last war and 
what is beginning to happen again in the cotton textile industry. 

Charts 1, 3, and 4 show losses in cotton consumption, spindle hour activity, 
and cotton cloth production of 32 percent, 30 percent, and 28 percent, respectively, 
during the OPA period of inflexible ceilings. 

Chart No. 1 shows in the month of April 1951 a drop of 12.8 percent in the 
consumption of cotton (in New England mills alone the drop in April was 26 
percent). 

On chart No. 4 it-is interesting to note that the 28 percent drop in production 
of cotton goods during the period of inflexible ceilings in World War II exceeded 
the 27 percent drop which occurred in the cotton textile industry recession from 
February 1948 through July 1949. 

Chart No. 2 shows that the number of active spindles in the cotton textile 
industry dropped 5.2 percent during the period of inflexible ceilings. This loss 
of spindles was caused primarily by the exportation from this country of entire 
high-cost cotton mills which could not operate at a profit under ceiling prices. 

This abnormal demand for second-hand textile machinery was caused by the 
Government's policy of converting our domestic textile machinery manufacturers 
entirely to war work except for repairs and replacement of parts. 

The cotton textile industry is the only major industry in the country which 
came out of the last war with a smaller installed productive capacity than 
prewar. 

Chart No. 5 shows a 71 percent drop in the unfilled order position of the in- 
dustry during the World War II period of inflexible ceilings. With rising costs 
and fixed ceiling prices mills were unwilling to accept future business. 

Chart No. 6 shows that the cotton textile industry during the period of in- 
flexible ceilings operated only an average of 4144 hours per week per person 
compared with 46% hours per week in all durable goods industries. If OPA 
pricing had been sufficiently high to encourage Saturday production with its 
50 percent labor premium cost, the cotton textile industry would have employed 
its workers close to 48 hours weekly which would have resulted in a 16 percent 
increase in production. 

Chart No. 7 shows that during the period of inflexible ceilings raw cotton 
prices advanced 28 percent and the industry wages increased 40 percent plus 
substantial additional costs for fringe benefits. 


83762—51—pt. 343 
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Chart No. 8 shows how the OPA held firm on cotton fabrics prices in spite of 
rising costs. As a result of this policy production was discouraged, unnecessary 
shortages were created and great inflationary forces were built up an indicated 
by the rapid rise in both price and production which occurred as soon as the 
Bankhead amendment became effective. In addition as a result of these arti- 
ficially created shortages the consuming public was deprived of many textile 
products they could have otherwise had and were unnecessarily forced to use 
substitutes, accept inferior products or go without their textile needs entirely. 

Chart No. 9 shows that during the period of inflexible ceilings there were at 
all times large surpluses of raw cotton available which could have been used 
if the industry had been encouraged pricewise to produce more. 

Charts Nos. 10 and 11 show that there was no diversion from cotton fabrics 
to either filament rayon fabrics or rayon staple fiber fabrics during the period 
of inflexible ceilings. 

Chart No. 12 shows why the textile business is so highly cyclical on an annual 
basis. Cotton textiles move rapidly through the hands of converters, garment 
manufacturers, wholesalers, and retail outlets to reach the consuming public. 
Since the seasonal pattern of retail stores sales peaks up at Easter to 140 percent 
of July sales and in December to 240 percent from July business, the textile 
business normally has less demand during the second quarter than at any other 
time in the year and has a seasonal peak demand in the last quarter which is 
only possible for it to supply through full 6-day, three-shift operation of the 
low-cost producers plus the maximum production of the industry’s marginal pro- 
ducers. Because of these seasonal requirements it is absolutely necessary in 
order to obtain the maximum production from the industry during the fall that 
ceiling prices be set sufficiently high for the industry to have sufficient price 
incentives to operate overtime and run marginal facilities. 

It is particularly unfortunate that the Armed Forces get their funds on July 
1 and therefore buy the bulk of their textile requirements during the fall, in direct 
competition with the industry’s peak consumer demand. 

If it were possible for the armed services to purchase the bulk of their textile 
requirements in the second quarter, it would save the Government and the con- 
suming publie hundreds of millions of dollars in the cost of their textiles. 

Since the entire textile industry from raw material through the finished con- 
sumer product is second only to foodstuffs in size and it is first in total employ- 
ment, it is vital that the Congress should not permit during the present emergency 
a recurrence of the drastic and unnecessary lost production which the OPA price 
policy caused the industry and the Nation in the last war. 
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PREDICTIONS 


If OPS is extended for a 2-year period, from July 1951 through June 1953, and 
if title IV is administered under present methods and economic theories, which 
in general follow the pattern of World War II experience, we predict that during 
this period— 

1. The domestic consumption of raw cotton will be reduced by at least 2,000,000 
bales. 

2. Spindle-hours of operation lost will be over 24,000,000,000, with correspond- 
ing loss of productive man-hours. 

3. The production of cotton fabrics will be reduced by over 2,000,000,000 square 
yards. 

4. Treasury Department's tax receipts from the textile industry will be reduced 
by over $1,000,000,000. 

5. The competitive position of the larger low-cost units in the industry will be 
greatly strengthened at the expense of the high-cost marginal producers. 


Jap Lucas HARDWARE SToreE, 
Athens, Tev., May 26, 1951. 

Mr. Chairman and gentlemen of the committee, my name is Jap Lucas, I own 
and operate a small hardware store in Athens, Tex. Inasmuch as the population 
of Athens is approximately 6,000, I feel that problems confronting me as a retail! 
hardware and appliance merchant are fairly representative of tens of thousands 
of similar dealers throughout Nation. 

It is my purpose at this’time to briefly discuss the present effects of regula 
tion W; the probable tragic consequences of the regulation unless changed, and 
to give my humble views regarding constructive changes which should be made 
in the regulation; this, in order to avert the inevitable disaster now conrfonting 
us. 

I cannot feel that our Government is fully aware of the grave crisis now 
facing we businessmen as a direct result of regulation W. I doubt that even 
that the representatives of business in Washington are fully informed regarding 
the graveness of the present-day situation. Therefore, in deep humility, I have 
taken it upon myself to carefully investigate the highly important matter, where- 
by I could at least make a feeble effort toward informing you gentlemen in time to 
ward off a national business catastrophe. 

It was my sincere desire to appear before your committee in Washington, and 
thereby present this highly important matter in a much clearer way than one 
can in a brief; however, our highly estimable Senator Hon. Lyndon B. Johnson, 
of Texas, informed me that committee rules prevented my appearance before 
your committee, unless I represented a national organization, which qualification 
I could not present. Having served in the Texas Legislature for a period of 
10 years, I can fully understand the necessity for such committee rule; therefore, 
am in accord with such policy. However, I sincerely doubt that any highly paid 
representative of business could present to you the graveness of regulation W 
quite as well as one from the “forks of the creek” whose livelihood depends 
upon his small business and how it is affected by the regulation. 

Gentlemen, we have often heard the adage: “The power to tax is the power 
to destroy.” Please allow me to humbly add: “The power to regulate is also 
the power to destroy.” I sincerely hope that you have been forewarned in time 
to avert the catastrophic results of regulation W now confronting businessmen 
throughout our country. In 1949, during which period my trade territory was 
enjoying a tremendous rural electrical expansion program, I sold approximate|) 
300 major electrical and gas appliances. During 1950, with the electrification 
program practically completed, I sold approximately 200 such major appliances. 
So far, during 1951, I have sold probably 20 major appliances. I have sold only 
one major appliance during the past 30 days. 

My business during the past 60 days is off not less than one-half, and consid- 
ering the fact that my gross business last year was approximately $125,000, you 
can easily understand that a 50-percent reduction in business is severe. 

At first, I thought it just might be “me” causing the tremendous drop in busi- 
ness, therefore, I made it a point to talk with other appliance dealers in Athens, 
and even in surrounding cities. The story is the same, and quite unanimous: 
Regulation W. 

One might presume that supply has just caught up with demand, which, of 
course, is true to some respect ; however, when you lose sales on appliances day 
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after day, and often several sales in 1 day, because of the required 25-percent 
down payment in accordance with regulation W, you know that demand is far 
from being satisfied. You may feel that the consumers have been priced out 
of the market, yet I have new refrigerators and ranges on hand at exactly last 
year’s prices and they are not moving. Furthermore, I doubt that I could 
sell a dozen refrigerators in a month if sold absolutely wholsesale; this, with 
regulation W in effect. Rich people already have fine up-to-date refrigerators. 
Our market today is among people of moderate circumstances, even humble 
circumstances; it is among those who would dig and dig to make a down pay- 
ment of 10 percent, but consider it hopeless to even consider raising the required 
25 percent. Our market of today is among those badly in need of refrigerators, 
and those who would honorably sacrifice to make small monthly payments. 

This week I discussed regulation W with the appliance departmental head of 
one of the oldest and largest wholesale hardware firms in Texas. More than 
3 months ago that firm sold tens of thousands of dollars’ worth of major appli- 
ances to its retail dealers on a floor-plan basis; nothing down, no interest, with 
payment within 90 days. This gentleman further informed me that the 90 days’ 
period had expired and that not one dealer was at this time able to take care 
of his floor-plan obligation; this, because major appliances were not moving 
account regulation W. 

I am informed by representatives of other large wholesale firms that 75 to 
90 percent of their retail hardware and appliance dealers are at this time 
forced to lose their discounts earned for prompt payment of accounts; many 
have even found it necessary to sign term notes on their balances, these 
bearing interest, to avoid losing their credit ratings. One hardware dealer has 
recently been forced to lose his discounts for the first time in more than 15 
years in business. 

Gentlemen, at this time my business is off approximately 50 percent, which will 
cause my profits to be off (if any profits) more than that amount because my 
overhead expenses cannot be reduced proportionately. It has already been 
necessary for me to lay off one employee, which I regretted very much, but 
found absolutely necessary account business conditions. The wholesaler I pre- 
viously mentioned has already been forced to lay off several employees, with 
more to go within the immediate future unless business conditions improve. 
The employees laid off worked in the appliance division of the company. 

It might be surmised that such unemployed persons can be absorbed in our 
war economy. Please let me discuss the one employee I was forced to lay 
off. His age is between 50 and 60; education meager, and is badly ruptured. 
Before laying him off I endeavored to help him locate other employment. I 
contacted two large companies in his behalf and both informed me they could 
not employ a ruptured person. He is not financially able to be operated on for 
the rupture, and would refuse charity. He is at present doing odd chores in an 
endeavor to provide his family with the barest necessities. 

Gentlemen, regulation W is at this time causing unemployment throughout 
the United States. A merchant cannot pay salesmen when they cannot sell his 
wares. Wholesalers cannot keep full crews when various merchandise is not 
moving. Manufacturers are forced to lay off men when the retailers are not 
moving their inventories. It even lays off train crews. Yes, gentlemen, our entire 
economy is so closely interlocked that one of us can’t get hurt without it hurting 
some of the other fellows. 

Our Government is at this time finding it necessary to spend untold billions for 
various purposes. It is going to be necessary for every business to survive and 
prosper in order that our Government may raise a goodly amount of the money 
expended currently. Yet, with my gross business reduced 50 percent, and with 
my net profits reduced far more proportionately, my income tax this year will 
unquestionably be far less than for last year. Yes, in all probability, less than 
one-half as much. Gentlemen, this largely on account of regulation W. Would 
not unemployment and reduced taxes tremendously affect the entire economy 
of our Nation? Although I am certainly not a student of communism, I believe 
I once read that Lenin or Stalin had written a book stating somewhat as fol- 
lows: “First, let the economy of the capitalistic nations be destroyed—then 
strike.” That must not happen to our great Nation. 

Under regulation W it is perfectly legal for us to sell a millionaire every 
electric or gas appliance we have available for cash. It is illegal for us to sell 
to a good credit risk, regardless of need, without at least a 25 percent down 
payment. Which person is most likely to contribute to inflation? 
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I consider such a course upon the part of the greatest Nation in the World as 
preposterous, and I shall at this time humbly endeavor to prove that point 
hypothetically : 

Mr. John Jones is wealthy. He purchased a new refrigerator, electric range 
and television set about 2 months ago. Paid cash for all three items. Last 
week he purchased stock in an exclusive fishing club. He purchased another 
refrigerator, electric range and television set for his lodge at the club lake. Mr. 
Jones lives in a distant city and anticipates visiting his lodge as often as pos- 
sible, but probably not more often than once every month or two. Under regula- 
tion W, Mr. Jones did have the right to purchase two refrigerators, ranges and 
television sets, because he was able to pay cash for them. 

Mrs. John Doe purchased a butane range from me 2 years ago, making a 10 
percent down payment, with monthly payments extended over a period of 24 
months. Last year she told me that she hoped to purchase an electric refrigera- 
tor from me just as soon as she made her final payment on the stove. Last week 
she made the final payment. She wants to purchase the refrigerator from me. 
She needs a refrigerator badly. She is able to make a 10-percent-down payment 
on a new refrigerator, and to meet small monthly payments. She is a good 
credit risk—never failed to make a monthly payment on the stove on time. 

Mrs. John Doe needs a refrigerator particularly badly because she has a baby 
less than 3 months old. Not being a breast baby, Mrs. Doe needs a refrigerator 
in which to keep the baby’s milk and formula; also, her physician is at this 
time treating the baby for a serious ailment, and he informs her that the medi- 
cine prescribed must be kept refrigerated. 

Because so many of Mrs. Doe’s neighbors purchased electric refrigerators dur- 
ing the past 2 years she has been informed by her ice man that he was unable 
to profitably operate the route this year, and that she must make other arrange- 
ments for refrigeration effective June 1, as the route was being discontinued. 

Mrs. Doe does not own a car, and lives approximately 10 miles from the nearest 
retail ice establishment. Her nearest neighbor lives approximately one-half 
mile away. 

Question: Should regulation W prohibit Mrs. Doe from purchasing an elec- 
tric refrigerator, even though she is a good credit risk, because she is unable to 
raise the minimum 25 percent down payment required? 

Shall we force Mrs. Doe to leave the sick baby’s milk, formula, and medicine 
unrefrigerated ? 

Should an appliance dealer break the law by selling Mrs. Doe an electric refrig- 
erator because of such emergency circumstances, or should we take chances on 
Mrs. Doe losing her baby on account of regulation W? That is the question, 
gentlemen. 

One might at this point conclude: “Probably no appliance dealer would sell 
Mrs. Doe a refrigerator, even should regulation W be relaxed.” Therefore, at 
this time, I would like to call this fact to your attention: Approximately 1 year 
ago I sold a refrigerator to a blind colored man, a veteran of World War I, 
without any down payment. He lost his eyesight as a direct result of the war, 
and is at this time drawing a very small pension from our Government. That 
colored blind veteran, has not failed to make one single payment on the refrig- 
erator since purchased.: I sold another veteran of World War I a refrigerator 
without a down payment; a man whose leg looks as if it were rotting off, as a 
direct result of the war. He, too, is drawing an entirely inadequate pension 
from our Government. But, he has never failed to make a single payment on 
his refrigerator. Gentlemen, I have visited in the homes of both these veterans. 
You should see how humbly they live, but I have heard neither of them grumble 
about their conditions. I sold both those refrigerators before regulation W. I 
sold them based upon honor, and I like to sell merchandise that way. 

Yes, gentlemen, had Mrs. Doe purchased the butane range from me and paid 
me in accordance with her contract, it would be a real pleasure to sell her an 
electric refrigerator not for a 10-percent down payment, but with nothing down. 

Last year a man came into my store; paid approximately $20 down on a new 
electric refrigerator; made one small monthly payment; the second payment 
came due, then past due. I inquired—learned he was seriously ill in a Dallas 
hospital. A few days later I learned that he had passed away. The following 
day his wife received a letter from me canceling the entire refrigerator balance 
of approximately $200. 

Last year I sold a colored woman a washing machine. She was slow in making 
her payments, but by washing clothes, picking cotton, and other chores, she kept 
very well up with her payments. I read about her home burning—that her small 
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baby burned up in the house. The next day she was notified that her washing 
machine was paid in full. 

Yes, gentlemen, you will find most of us Americans are pretty fair fellows. 
But, please don’t prohibit the man “on the other side of the railroad track” from 
enjoying a few bare necessities. 

In my humble opinion, after careful study, thousands of appliance stores 
throughout our Nation will begin closing their doors within this year unless 
granted relief under regulation W. I feel that I can exist even under the hard- 
ships of regulation W, because I am in the general hardware business, but many 
stores sell nothing other than appliances. 

Regulation W even affects the credit sale of merchandise not covered by the 
regulation, because when a dealer tells a prospective customer they cannot 
purchase a refrigerator, cook stove, washing machine, and so forth, without a 25- 
percent down payment, it is quite easy for the customer to assume that the 25- 
percent down payment is required on car batteries, tires, small radios, and so 
forth. 

I know our Government is endeavoring to control inflation, gentlemen, but 
controlling the little man’s dollar who badly needs a refrigerator, cook stove, 
washing machines, and so forth, certainly does not control inflation. The man 
making less than $200 a month rarely has a bank account, and is likely unable to 
invest a portion of that small amount in defense bonds. 

Gentlemen, at this time I humbly submit three suggestions regarding proposed 
changes to regulation W which, if adopted, would in all probability start the 
wheels of industry revolving again in the retail appliance field : 

1. Change the minimum down payment requirement from 25 percent to 10 
percent; and/or 

2. Allow trade-in merchandise be considered as part of the required down 
payment. (This is allowed by regulation W in the automobile business. ) 

3. Lengthen the time for payments to be made from the present 15 months to 
24 months, thereby making monthly payments smaller. Prior to World War II 
the period often extended 36 months. 

Gentlemen, I greatly appreciate your courtesy in accepting this brief, and wish 
for all of you the best of success in solving the many governmental problems now 
confronting our great Nation. 

Very respectfully submitted, 
Jap LUCAS, 
Jap Lucas Hardware Store. 


Boston, MAss., May 4, 1951. 
Hon. LEVERETT SALTONSTALL, 


United States Senate, Washington, D. C.: 


Amendment to Defense Act regarding Government purchase of wool must be 
defeated. It would destroy a great free private industry system here for which 
we are fighting to preserve. Do not defeat purpose at home before we start to 
win abroad. Vote no. 

RicHArD W. LUND, 
29 Laurel Street, Melrose, Mass. 


Mapison County FARM BUREAU, 
Richmond, Ky., June 2, 1951. 


MADISON COUNTY, KY., FARM BUREAU RESOLUTION 


Whereas the present roll-back of beef-cattle prices has been put into effect 
with the idea of helping control inflation, and whereas the plan of the Office 
of Price Stabilization is to gear organized labor wages to a spiral of higher 
prices, and labor is already able to buy more beef with an hour’s work than 
in the past, and whereas roll-backs on selected items such as beef and wool, 
are definite discrimination against farmers whose average wage income is 
below that of groups being given wage increases under the OPS, we of the Madison 
County, Ky., Farm’ Bureau wish to go on record before the Senate Banking 
Committee of the Congress as strongly opposing this roll-back and urging your 
committee to use its influence toward striking it out of legislation now being 
proposed relative to price controls at this time. 
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We favor credit controls, unlimited production of scarce items—such as beef, 
Government economy, and a pay-as-we-go plan of Government operations even 
though it means increased taxation instead of impractical and discriminatory 
roll-backs which affect only a comparatively small percentage of our producers. 
If we must have price controls, then we favor across-the-board, uniform control 
for all groups and classes. 

MApISsON CouNTy FarM BUREAU, 
By Jerry W. PARRisH, President. 


STATEMENT OF KENNETH W. MARRINER, PRESIDENT OF WINSLOW Bros. & SMITH 
Co., Boston, Mass. 


The Government purchase and allocation of wool will not, in our opinion, 
either increase the available supply for the United States or result in lower 
wool prices. 

The following are some facts about wool. 

1. There is no world shortage of wool. The amount we get is entirely a 
matter of the price we are willing to pay. 

2. The world annual production of wool is about 4 billion pounds, which only 
changes very slightly from year to year. Therefore, the supply of wool can 
be considered as a constant quantity. 

3. The price of wool is, therefore, determined by how many people want to 
buy it, and this factor is a very sensitive one. Therefore, a government wanting 
to buy a large quantity of wool for either military requirements or stockpiling, 
should plan to make its purchase over a reasonably long period rather than 
attempt to buy a large quantity in a short time, as our Government did during 
the past few months, which contributed greatly to the advance in wool prices 
from the pre-Korea level of $2 a pound to the maximum reached in January 
of $4.12%. 

4. It is fair to state that this advance would have still taken place if the 
Government had been the purchaser instead of the industry, as the increase 
was not caused by who was doing the buying but rather by the quantity bought 
in a short time. 

5. Wool purchasing for current military and civilian requirements has been 
accomplished through normal industry channels. It is the stated policy of the 
present administration to maintain free enterprise in the present emergency. 

6. If it has been decided by the United States Government that a substantial 
stockpile of wool is necessary as a protectiog against a future emergency, it 
might be argued that a Government-purchase program, extending over a period of 
three or more years, might result in the purchase of the world wool clips at con- 
siderably lower prices than today’s levels, provided the growers were assured that 
the price paid would be guaranteed for 3 years or more. 

A program of this kind, however, could only be successful if every buying 
country in the world agreed to enter the plan and underwrite their propor- 
tionate share of the purchase program. Under these conditions, the United States 
allocation would be an amount agreed upon after international negotiations, which 
might well be less than we will be able to secure if we continue to buy our 
requirements in the open and free world markets, where it would merely be a mat- 
ter of price that would determine how much of the world clip we, as a nation, 
could acquire. The United States, in agreeing to any such international wool buy- 
ing program, would stand to lose more than they would gain. 

A United States Government wool purchase program in the world markets, with- 
out an international agreement with other nations, would not result in our 
getting more wool or cheaper wool than if bought through normal industry 
channels. 

In conclusion, the way to get a maximum quantity of wool as cheaply as pos- 
sible for current needs, plus a stockpiling program, is to tell the industry what 
the Government wants and then with the advice of a strong industry committee 
plan a long-term buying program, through normal industry channels. 


STATEMENT OF NED MARTIN, REALTY INVESTMENT Co., AKRON, OHIO 


My name is Ned Martin, of the Realty Investment Co., 19 South Broadway, 
Akron, Ohio. I represent myself, the Akron Real Estate Board, and the Summit 
County Property Owners Association. 





2666 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 2665 


We would like to give you a brief history of the Akron rent situation. In 19338, 
after the bank holiday, our largest bank, a consolidation of 27 banks, was not 
allowed to reopen, and the property owners were not able to pay their real-estate 
taxes or their mortgages. We had thousands of foreclosures until after the start of 
the war, or about 1943. Rent control went into effect the first part of 1943, 
and the freeze date was set back to April 1, 1941. On April 1, 1941, 10,000 persons 
were on direct relief ; 13,000 persons, which was about 20 percent of the workers of 
Akron, were on WPA at an average wage of $58 a month. The First Central 
Bank alone had 1,200 rental properties taken in on foreclosures with a 25-percent 
vacancy and an over-all picture of 2,570 vacant units in Akron. Occupied units 
had an average rent of $20 per month. This included properties in all sections 
of the city. 

In 1945 the estimated population of Akron was 300,000, and the housing situa- 
tion was not critical at that time. Since 1945, Akron has built 23,000 homes and 
has 27,000 less population. 

Since 1942 Akron has protested rent-control discrimination and House Resolu- 
tion 90, by Congressman Ed Rowe, February 1, 1943, further stated our case. The 
administration and legal personnel have always placed the burden of proof on 
the landlord even in our United States district courts. he lawyers of today will 
not take cases pertaining to rent control, because the principles involved are 
against their ethics. 

We do not think rent control is needed, but if you think such a law is neces- 
sary, we want to plead with you to give it careful consideration and write a fair 
law and not a discriminatory law against one group of people, such as now exists. 
If you will stop to realize how large an industry you are trying to control’ you 
will see the necessity of this request. 

In 1943 rents were frozen on approximately 16,000,000 units. At an average 
value of $4,000 per unit this amounts to a $64,000,000,000 industry. A freeze at 
this time would include more than double this dollar value. 

We want to add one suggestion for consideration if the Senators and Congress- 
men can be persuaded to let their common sense tell them what to do instead of 
using this gigantic industry as a political football. Let rent control die with the 
present law. Mayors in decontrolled cities in the Akron area say that they have 
had no bad reaction due to decontrol of rents. In fact, since removal of controls, 
property owners have been able to make much-needed repairs and improvements 
which were impossible under control. Ninety-eight percent of the candidates 
running for city council and mayor on a recent poll claim that the administration 
of rent control has done them a great injustice. 

If it should become necessary to freeze industries, we would like to make the 
following suggestions to rectify the inequities that have been imposed upon us as 
an industry: 

1. National boards and local boards be established that are representative of 
the industry with the power to investigate and adjust gross inequities. 

(a) The national board should consist of five members—two landlords who 
are owners of at least 10 rental units, two tenants, and one member of the 
National Association of Real Estate Boards—all to be appointed by Congress. 

(b) The local boards should consist of five members to iron out gross inequi- 
ties. This board to be composed of two landlords who are owners of at least 
10 rental units, two tenants, and one member of the local real-estate board. 
Members to be appointed by the local governing body. 

2. Frozen rents should be allowed to increase up to 60 percent at option of the 
owner. This would not be enough in some cases, keeping in mind that rental 
units should show a 7-percent net return on the present-day value. In case of 
disagreement on values, most communities have professional appraisers that are 
available. 

3. The new rent law should go into effect and be dated as of the first of the 
following month after passage, with an escalator clause to be used at the option 
of the owner in accordance with the Bureau of Labor Statistics. 

4. Wages, materials, and rents should all be freed from controls at the same 
time. 

5. The wording of this law should be specific and explained in detail so that 
there will be no misunderstanding of the intent of the law, and no directives or 
regulations should be allowed by the administrator. 

6. Penalties for infractions of the law should be determined by local courts. 

7. The right of contract between landlord and tenant should be respected. 

8. Equal representation and legal counsel should be available for property 
owner for protection of his interests. 

It is inherent that this is a free country and we are trying to protect our 
freedoms and constitutional rights. This law is a long step toward Marxism, 
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and we are certain that anyone who believes and spreads propaganda of riots 
and bloodshed following in its wake, if rents are decontrolled, either has a selfish 
motive or believes in the principles we are now fighting against. This law has 
failed and has oppressed people of thrift and integrity. It has formed a bitter- 
ness within us, the taste of which we will not lose for years to come. 

Thank you. Are there any questions? 


JoHN McKenzie Pacxine Co., Inc., 
Burlington, Vt., April 26, 1951. 
Senator GEorRGE D. AIKEN, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR AIKEN: I trust that this letter will be considered as a statement 
of the John McKenzie Packing Co., Inc., to be filed by you with the Finance Com- 
mittee on Banking and Finance in connection with its hearing on the Defense 
Production Act. 

As you know, Senator, the John McKenzie Packing Co., Inc., is a Vermont 
corporation engaged in the business of slaughtering beef, veal, and pork, and 
the processing and distribution of meat and meat products. We have been in 
business since 1907 and have our principal place of business in Burlington, Vt. 
Our products are distributed throughout northern, western, and central Vermont 
in an area comprising about two-thirds of the State, and we serve approxi- 
mately 700 retail merchants and meat dealers in this area. 

Afi small meat packers throughout the Nation who slaughter beef are now 
in a very precarious position. This is especially true of our company, as under 
present price ceilings we have been unable to purchase any beef for the past 3 
weeks, and our freezer supply of beef on hand will last only a few days more. 

A proper amount of beef is essential to the production of sausage which is one 
of our main items. Without it we will be unable to continue in business. A 
sufficient supply of beef is available in the country, but under present regula- 
tions the price on live beef is so high in relation to the price for which our com- 
pany is able to sell our product, that we just cannot afford to buy it. For 
instance, we have figured out that if we were to buy beef at current livestock 
prices, process it and sell it for the price which we are authorized to receive, we 
would lose approximately $20 per average animal. This figure does not consider 
any legitimate profit which we ought to make. From December to the present 
time the price of beef has increased approximately 10 cents per pound on the 
published Chicago market. Our wholesale prices are only slightly above the 
December price and you will readily understand, Senator, that our small con- 
cern cannot continue in business unless our wholesale prices are allowed to keep 
abreast of the increase in the beef-market prices or unless liveweight prices are 
also regulated so as to insure small packers an adequate supply of beef at a price 
that they can process and sell. 

Vermont produces a large amount of beef which, except for a period of the last 
war, was always available for our use. Under the OPA regulations and now 
again under OPS, most of our Vermont beef is being sold to buyers from outside 
the State who, for one reason or another, do pay the prices asked. We cannot 
pay these prices and still obey the law. 

Furthermore, there has been a roll-back in the price of hides, tallow, and grease 
which is extremely unfair under existing conditions. 

Something has got to be done for the small packer, Senator, and I most ear- 
nestly solicit your help to relieve a situation that is rapidly becoming desperate 
for our company. 

Respectfully yours, 
JOHN McKenzie Packine Co., Inc., 
By JoHn J. McKenzir, President. 





MILLERS’ NATIONAL FEDERATION, 
Washington, D. C., June 7, 1951. 
Senator BURNET R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Mr. CHAIRMAN: On April 5, 1951, the Office of Price Stabilization in 
interpretation 1 of the General Ceiling Price Regulation stated that sellers under 
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that regulation could not adjust their ceiling prices to reflect the increase in 
railroad rates granted by the Interstate Commerce Commission. The “inter- 
pretation” requires sellers to absorb any increase in in-bound transportation 
costs. The “interpretation” further requires the absorption of the increase in 
outbound freight costs if sales are made on a delivered-price basis. A copy 
of interpretation 1 is attached to this letter. 

In section 402 (e)(v) of the Defense Production Act of 1950, rates charged 
by any common carrier or other public utility are specifically exempt from 
any control authorized by title 1V of that act. Therefore, when authorized 
to do so by the Interstate Commerce Commission, railroads may increase 
freight rates. 

However, in view of interpretation 1, shippers who are required to pay these 
increased freight rates are prohibited from increasing their ceiling prices to 
reflect such increased transportation costs. 

This imposes a burden, particularly upon grain handling and processing 
industries, which we believe was not intended by the Congress. Therefore, 
representatives of these industries have petitioned the Office of Price Stabiliza- 
tion for relief from interpretation 1. 

I am enclosing a copy of a letter addressed to Hon. Michael V. DiSalle, 
Director of the Office of Price Stabilization, to which is attached a petition 
formally requesting administrative relief. 

We are not yet informed as to whether or not such relief will be granted. 
Irrespective of whether or not such relief is granted, we believe the original 
intent of Congress should be specifically set forth in the Defense Production 
Act, itself. 

Therefore, in behalf of the industries sponsoring the petition for administra- 
tive relief, we petition your committee to amend section 402 (e) (Vv) to specifically 
direct the Office of Price Stabilization to permit an adjustment of ceiling prices 
to reflect any increase in rates charged by any common carrier or other public 
utility. 

In lieu of a personal appearance before your committee, I respectfully re- 
quest that this letter, together with interpretation 1 of the Office of Price Stabili- 
zation, our letter addressed to Hon. Michael V. DiSalle, dated May 25, 1951, 
and our petition directed to the Office of Price Stabilization, be made a part 
of the record of your hearings on the proposed extension of the Defense Pro- 
duction Act of 1950. 

Yours very truly, 
HERMAN FAKLER, 
Vice President, Millers’ National Federation, 
Secretary of Petitioner's Committee. 


OFFICE OF PRICE STABILIZATION 
TEMPO E, WASHINGTON 


For immediate release Thursday, April 5, 1951. Hughes—OPS-—GPR-247 

The Office of Price Stabilization today made public an interpretation covering 
permissible additions to ceiling prices based on recent higher freight costs. 

The interpretation follows: 

“In order to clarify the situation with regard to the general increase in 
freight rates recently authorized by the ICC, the Office of Price Stabilization today 
issued the following rules for determining whether a seller under the General 
Ceiling Price Regulation may pass on to his buyers increases in transportation 
costs: 

“(1) Increases in in-bound transportation costs, incurred by the seller in ob- 
taining delivery from his supplier, cannot be added to seller’s ceiling prices. The 
seller must absorb all such increases. 

“(2) Increases in out-bound transportation costs on shipment by the seller to 
his eustomers : 

“(a) If the seller during the base period quoted a delivered price he must, 
subject to the exceptions in paragraph (d) absorb any increases in transportation 
costs. Thus a seller who sold to all buyers at the same delivered price, or who 
had different delivered prices in different zones which do not correspond with the 
precise difference in transportation costs incurred by the seller for delivery to 
‘ach such zone, must absorb increases in transportation. 

“(b) If the seller sold f. 0. b. in the base period, adding on only actual trans- 
portation costs, increases in out-bound transportation costs actually incurred by 
the seller may properly be passed on to the purchaser, 








2668 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


“(e) Where the seller in the base period quoted an f. o. b. price, plus a “trans- 
portation charge,” but such “transportation charge” did not represent the actual 
transportation cost incurred by the seller, such sale, for the purpose of this 
interpretation, is considered as falling within paragraph (a) above and the seller 
must therefore absorb any increase in transportation costs, as provided in para- 
graph (a). 

“(d) If the seller sold at a delivered price during the base period, but such 
price was computed on the basis of an f. o. b. price, adjusted for the actual cost of 
making delivery to each individual purchaser, the seller may pass on increases 
in transportation costs actually incurred. However, this method of computing 
the base period delivery price must have been objectively established to pur- 
chasers, as where the seller offered both a delivered and an f. o. b. price, the 
difference being the actual transportation costs, or where the seller quoted or 
billed actual transportation charges separately, or where the delivered price 
varied in each locality precisely by the difference in actual cost of transportation 
incurred by the seller for delivery to the several localities. 

“(e) If the seller sold only at delivered prices in the base period and now 
desires to shift to f. o. b. prices, the seller must reduce his ceiling prices, as 
established for sales on a delivered basis in the base period, by the amount of each 
purchaser’s actual freight cost”. 


May 25, 1951. 
Hon. MicHArEt V. DISALLE, 


Director, Office of Price Stabilization, 
Economic Stabilization Agency, Washington, D. C. 

Dear Mr. DISALLeE: On Monday, May 14, in Chicago, there was held a confer- 
ence between the representatives of the principal grain and grain-processing 
industries for the purpose of considering the effect upon these industries of 
interpretation No. 1 to General Ceiling Price Regulation with respect to the 
absorption of increases in freight rates. 

As a result of the deliberation of this conference, a committee was appointed 
with instructions to draft and to present a formal presentation to you in behalf 
of the industries participating in the conference. 

This committee consists of Walter C. Berger, American Feed Manufacturers 
Association, Chicago, chairman; Samuel McCain, Corn Products Refining Co., 
New York; William F. Brooks, National Grain Trade Council, Washington, D. C.; 
John Conner, Soy Bean Processors Association, Washington, D. C.; and Herman 
Fakler, Millers’ National Federation, Washington, D. C., secretary. 

In behalf of this committee, we present for your consideration the attached 
petition for the issuance of an overriding regulation, or other appropriate regula- 
tion or amendment, which will permit the adjustment of ceiling prices for grain 
and grain products to reflect any increases in transportation rates which recently 
have been or which in the future may be approved and made effective by the 
Interstate Commerce Commission and other public regulatory agencies. We re- 
spectfully request a favorable decision on this petition at the earliest possible 
date. 

Also in behalf of the committee, we request a conference with you and your 
associates for the purpose of discussing the petition in person. Recognizing the 
necessity of allowing a reasonable period of time for study of the petition, we 
request that such conference be scheduled for Monday, June 4, 1951. 

For the convenience of your associates, we are furnishing copies of this letter 
and the accompanying petition direct to the general counsel, Mr. Leventhal; the 
Assistant Director for Price Stabilization, Mr. Phelps; the Director of the Food 
and Restaurant Division, Mr. Hutson; the Chief of the Fats and Oils Branch, 
Mr. Eddy; the Chief of the Grain, Feeds, and Agricultural Chemicals Branch, 
Mr. Corey ; the Chief of the Grocery Products Branch, Mr. Woods; the Director 
of the Fuel, Transportation, and Utilities Division, Mr. Bowditch; and the Chief 
of the Transportation Branch, Mr. Balch. 

All communications with respect to the attached petition and the requested 
conference should be directed to the secretary of the committee, Herman Fakler, 
Millers’ National Federation, National Press Building, Washington 4, D. C., 
telephone National 6291. 

Yours very truly, 
WALTER C. BERGER, 
Chairman of Petitioners’ Committee. 
HERMAN FAKLER, 
Secretary of Petitioners’ Committee. 
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BEFORE THE OFFICE OF PRICE STABILIZATION—PETITION FOR THE ISSUANCE OF AN 
OVERRIDING REGULATION OR OTHER APPROPRIATE RELIEF TO PERMIT ADJUSTMENT 
oF CEILING PrRIcES To REFLECT INCREASED TRANSPORTATION RATES 


The petitioners, the National Grain Trade Council, Grain and Feed Dealers 
National Association, American Feed Manufacturers Association, Millers Na- 
tional Federation, National Soybean Processors Association, Representatives of 
Wet Corn Millers, American Corn Millers Association, and National Cottonseed 
Products Association, all of which represent handlers and processors of grain, 
oilseeds, and feed ingredients and sellers of these agricultural commodities and 
commodities processed from them, petition the Office of Price Stabilization for 
the issuance of an overriding regulation or other appropriate regulation or 
amendment, which will permit the adjustment of ceiling prices to reflect any 
increased transportation rates which have recently been or which may be ap- 
proved and made effective by the Interstate Commerce Commission and other 
public regulatory agencies. In support of this petition, it is alleged: 


FACTUAL BACKGROUND AND STATEMENT OF PROBLEM 


Grain, oilseeds, and feed ingredients will be hereinafter referred to collectively 
as “grains.” 

Products processed therefrom will be hereinafter referred to collectively as 
“grain products.” 

Processors, handlers, and sellers of grain are hereinafter collectively referred 
to as “processors.” 

The complex transportation system used in marketing grain and grain prod- 
ucts is the result of a long historical development. It has been developed under 
the jurisdiction of the Interstate Commerce Commission and the courts pur- 
suant to the national transportation policy established by Congress in the passage 
in 1887 of the act to regulate commerce among the States. The freight-rate 
structure which has been developed is deep-rooted and is patterned upon eco- 
nomic necessity. The movement of grain from point of production to point of 
processing, and ultimately to point of consumption, has been directed and con- 
trolled by the freight-rate structure which has been historically evolved under 
this national pattern. 

Grains are customarily purchased cn an f, o. b. basis. The purchaser pays 
the freight from the f. o. b. point to the place where he wishes to resell or 
process the grain. Frequently, the purchaser will process or blend the grains 
at different geographic locations. His selling price of the processed or blended 
commodity has historically reflected the cost to him of in-bound freight. The 
actual freight charge on a shipment of a grain product between two points will 
depend upon the freight-bill origin of the grain available to the mill on the date 
of shipment. Thus, the freight charge for moving a sack of a given mixed feed, 
for example, between two points will vary from time to time, depending upon the 
origin of the ingredients in the mixed feed. This cost cannot be determined in 
advance of the day of shipment. 

Buyers of grain products cannot buy blindly, paying one freight charge on 
one shipment and another freight charge on another shipment of the same 
product. Processors of grain products recognize this and have obviated the 
problem by computing average freight charges on their products to different 
points. This permits them to sell either on a delivered basis at a price which 
includes their average freight or to sell on an f. o. b. mill basis plus a freight 
factor for delivery. This freight factor will be the average “transit balance” 
or the “transportation differential” for the haul in question or the “local trans- 
»ortation rate.”’ Under this historical method of doing business, the processor of 
the grain products pays the transportation charge just as surely as if he billed 
the purchaser for the “actual transportation” charge on each separate ship- 
ment. For the reasons outlined, however, it is impossible for a processor to 
calculate each delivered price on the basis of the freight actually incurred in 
shipping a particular lot of raw materials to his processing plant and then 
shipping the particular commodity processed from this lot to the purchaser. 

Most of the commodities processed by the petitioners are subject to ceiling 
prices established under the general ceiling, price regulation or supplements 
thereto. These ceiling prices reflect the average of the transportation rates 
which were in effect during the base period. However, the Interstate Com- 
merce Commission and other public regulatory agencies have approved and 
made effective since that base period increased transportation charges on the 
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products of the petitioners. The general ceiling price regulation and the sup- 
plements which have been issued thereunder make no specific provision for 
adjusting the ceiling prices of any commodity to reflect these increased trans- 
portation charges. It is possible that it was for this reason that the Office 
of Price Stabilization issued interpretation No. 1 to the general ceiling price 
regulation on April 9, 1951. This interpretation sets forth two basic principles 
which, when applied to the various products of the petitioners, create severe in- 
equities and hardships in pricing these products. These two basic inequities 
may be summarized as follows: 

(1) The interpretation would deny to a grain processor the right to adjust his 
ceiling price of a processed commodity to reflect the increase in in-bound trans- 
portation rates; and 

(2) The interpretation would deny to a grain processor the right in many 
instances to adjust ceiling prices of his processed commodities to reflect the 
increased out-bound transportation rate which he must now pay in order to ship 
those commodities to the consumer. This is true because the interpretation 
provides that a seller who, during the base period, sold f. o. b. his mill and 
added only the “actual transportation cost” may properly pass the freight 
increases on to his customers, but that a seller who sold on a delivered-price 
basis or who sold on an f. 0. b. mill price and added a transportation charge 
which does not represent the “actual transportation cost’ on the shipment, may 
not pass along to the purchaser the amount of the freight increase. 

This interpretation is highly discriminatory against the processors of grain 
and grain products because, for the reasons outlined above, it is impracticable 
to the point of being impossible, for a grain processor to charge the actual 
transportation rate on each out-bound shipment. The discriminatory result 
arises from the fact that the manufacturer of most articles upon which the 
specific freight rate is the only possible, or the most economic rate, may pass 
the increase in such freight rates on to his customer, whereas the manufacturer 
of grain products is required to absorb the amount of the increase. This result 
places a most unjust burden on the grain-processing industry by requiring it in 
effect to subsidize the railroads in the amount of the freight increase on grain 
products, while not subjecting manufacturers of other products to such a burden. 

Most grain and grain products are shipped in heavy bulk for great distances. 

The out-bound transportation amounts to anywhere from 10 to 30 percent of 
the cost of the processor and, in the case of at least one major processor in 1949, 
out-bound transportation was equivalent to profits before Federal taxes. The 
absorption involved in any increases in transportation rates is too large to be 
absorbed either as a matter of equity or as a financial matter. 


LEGAL AND POLICY POINTS IN SUPPORT OF RELIEF REQUESTED 


A, Ceiling prices must reflect parity to the farmer 

The recent freight increase was for a relatively modest amount. Nevertheless, 
consideration is being given at the present time to a further substantial freight 
rate increase. As time goes on, it is entirely probable that additional substantial 
increases may be requested. Under the interpretation referred to above, a grain 
processor cannot reflect in its ceiling prices either the present or any possible 
subsequent freight rate increases, except in a few instances. 

The grain processor theoretically has two alternatives. He must either absorb 
this increase or pass it on to the farmer. Since the base period ceiling prices 
reflect only minimum margins based upon competitive conditions, his only alter- 
native is to pass this increased cost on to the farmer. This would do violence to 
section 402 (d) (8) of the Defense Production Act. That section requires that 
no ceiling be maintained at a level that will not reflect parity to producers. 
The policy reflected in the interpretation must inevitably have as its practical 
result a lower effective ceiling for agricultural producers than is specified in the 
mandate of Congress. 


B. Established business practices must be maintained 


Section 402 (g¢) of the Defense Production Act prohibits the establishment of 
any price ceiling which would necessitate any change in business practices. 

The marketing methods discussed above which are used in the distribution 
of grain and grain products have been well established in the trade. It is 
upon this freight rate structure that the present pricing system of agricultural 
commodities is bottomed. The policy set forth in the interpretation might well 
require substantial changes in these pricing and distribution methods. For this 
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reason this policy would violate section 402 (g) of the Defense Production Act 
which provides as follows: 

“The powers granted in this title shall not be used or made to operate to 
compel changes in the business practices, cost practices, or methods, or means 
or aids to distribution, established in any industry, except where such action 
is affirmatively found by the President to be necessary to prevent circumvention 
or evasion of any regulation, order, or requirement under this title.” 


Cc. Increases in rates of utilities are intended to be passed on to ultimate 
beneficiary 

Freight rates are, of course, subject to the rate setting function of the Inter- 
state Commerce Commission and are specifically exempt, by section 402 (e) 
(v) of the Defense Production Act of 1950, from the authority granted to the 
President to regulate fees or charges. The legislative history of this subsection 
indicates that Congress intended that any rate increase approved by a public 
regulatory agency should be passed on to the consumer as the ultimate beneficiary 
of the services performed by the utility. Under this subsection, the Price Stabili- 
zation Agency is given an opportunity to appear and explain “what the impact 
of the proposed increase will have on the cost of living” (Congressional Record, 
Sist Cong., at p. 11929). It is the inarticulate premise of this policy that if 
the regulatory body then grants the increase over the objections of the Office 
of Price Stabilization that the increase will then be passed on to the consumer 
as the ultimate beneficiary of the transportation service. 


D. Discrimination by reason of mill locations 


If the policy enunciated in the interpretation is applied to the freight rate 
structure employed in grain processing, many abnormalities and discriminations 
will result between various locations. Under paragraph 1 of the interpre- 
tation increases in in-bound transportation costs cannot be included in the 
seller’s ceiling prices. The effect of this will be reflected in varying degrees 
to mills in different locations, with the heaviest impact being against mills 
farthest from base grain markets, and to the least degree by mills at or near 
major grain markets or producing areas. For example, Kansas City mills pur- 
chase their grain at Kansas City and the in-bound transportation cost is in- 
cluded in the Kansas City price. On the other hand, mills located at Louisville 
or Buffalo purchase the same type of grain at Kansas City basis f. 0. b. Kansas 
City in competition with Kansas City mills. When this grain is moved to 
Louisville or Buffalo substantial transportation costs accrue from the point 
of grain purchase to mill or basing point, which rate will include future increases 
in freight costs. However, in computing their ceiling on finished products, the 
mills located at Louisville or Buffalo cannot add this increase in transportation 
costs in the computation of their ceiling price at such milling locations remote 
from their base grain markets. 

This discrepancy will not necessarily apply in the case of delivered sales since 
on these transactions the mills at Kansas City, Louisville, and Buffalo would 
all be limited to the base period freight rates in determining a delivered price. 
In the case of f. 0. b. mill sales on the other hand, the eastern mills would have 
to base their ceilings f. 0. b. their milling points on the original freight rates 
in effect during the base period, and the transportation cost to the buyer on 
current rates would only apply from the eastern milling points to a destination 
such as New York, whereas the miller at Kansas City similarly offering on an 
f. o. b. basis could pass on to the buyer at the same destination the current cost 
of transportation all the way from Kansas City to New York. 


BE. Base period contractual obligations reversed 


The theory upon which the general ceiling price regulation was premised was 
that it would freeze the contractual obligations which existed between the buyer 


and the seller during the base period. The specific dollars-and-cents price is 
only one phase of these contractual obligations. That price in turn is normally 
integrated with other interdependent contractual provisions. Most grain prod- 
ucts were sold during the base period under contracts which specifically provided 
that any increase in transportation rates between the time of the sale and the 
time of delivery would be borne by the buyer. This was a key provision which 
could not be separated from the other contractual provisions either legally or 
equitably. In many instances, the specific dollars-and-cents price which was 
frozen was premised upon this contractual assurance that the seller would not 
have to bear the expense of any increased transportation costs. Yet, the effect 
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va the interpretation in many cases is to reverse the obligation of this one key 
contractual provision. 


F. Discrimination as between buyers—Robinson-Patman Act 


Because the interpretation states that delivered ceiling prices must continue 
to be based on freight rates in effect during the base period, whereas in the case 
of f. o. b. sales the buyer may be charged the freight rate currently in effect, 
the ruling provides a discrimination as between buyers on an f. o. b. basis and 
buyers on a delivered basis, dependent upon the buying practices they have 
followed historically. In circumstances of this kind, a buyer on a delivered 
basis would be relieved of transportation increases while a buyer on an f. o. b. 
basis would be penalized by having to pay them as part of his freight cost over 
and above his f. o. b. basis of purchase. This requirement will mean that 
two buyers at the same destination will pay different prices for the same product 
from the small mill. This is not in conformity with the Robinson-Patman Act. 


CONCLUSIONS 


Wherefore petitioners respectfully request that the Office of Price Stabilization 
issue an overriding regulation or take other appropriate action which will permit 
the adjustment of ceiling prices to reflect : 

1. Increases in in-bound transportation rates on grains and grain products; and 

2. Increases in out-bound transportation rates on grain and grain products. 

Respectfully submitted. 

NATIONAL GRAIN TRADE COUNCIL, 

GrRaIn & Freep DEALERS NATIONAL ASSOCIATION, 
AMERICAN FEED MANUFACTURERS ASSOCIATION, 
MILLERS NATIONAL FEDERATION, 

NATIONAL SOYBEAN PROCESSORS ASSOCIATION, 
REPRESENTATIVES OF WeEeT CorN MILLERS, 
AMERICAN CORN MILLERS ASSOCIATION, 
NATIONAL COTTONSEED PropuCTS ASSOCIATION. 


UNITED STATES SENATE, 
COMMITTEE ON FINANCE, 


June 1, 1951. 
Hon. BuRNET MAYBANK, 


Chairman, Senate Banking and Currency Committee, 
Washington, D.C. 

Dear SENATOR MAYBANK: I am writing this letter to you in the hope that my 
comments might contribute something te the committee’s consideration of price 
roll-backs which have been ordered for the cattle industry. 

I wish to discuss some aspects of the relation of the roll-back to the cattle- 
feeding segment of the livestock industry. 

In his statement of considerations issued in connection with ceiling price 
regulation 23, the live cattle pricing order, the Director of Price Stabilization 
stated that cattle feeders are the source of about 30 percent of the total beef 
supply. This satement does not tell the whole story, however. The Department 
of Agriculture, in its Technical Bulletin No. 900, page 25, states that about 
4 million head of cattle are fattened in the Corn Belt States in each normal 
year, and, by the feeding process, about 1.5 billion pounds of live weight are 
added to these cattle. In addition, many head of cattle are fed in other States, 
such as Colorado. The same source states as follows: 

“The food for human consumption that is produced from the feed utilized in 
fattening cattle is greater than is indicated by the gain in live weight. During 
the fattening process the percentage dressing yield and the percentage nutrient 
content of the whole carcass is materially increased.” 

According to the Agriculture Department, a comparison of the food-nutrient 
content of the carcass of a Medium to Good grade 600-pound feeder steer with 
that of the same kind of steer after it has been fattened to 950 pounds, indicates 
that although the fattened steer increased only 58 percent in weight, the increase 
in total calories was 149 percent; in fat, 196 percent ; and in protein, 54 percent. 
From these data it seems clear that any policy which adversely affects or dis- 
courages the cattle-feeding industry necessarily must have grave consequences 
on the available supply of beef. 


~- @ @ & 


ee ie te Cee! ee, eee ae 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 2673 


In the public press and elsewhere, it has been emphasized that the cattle 
roll-backs ordered by OPS will still leave cattle prices above parity. From 
information I have been able to obtain, it appears that any relationship between 
the parity price of cattle and the profitability of cattle feeding is coincidental. 
As you know, the parity price for any agricultural commodity is determined 
by the ratio of the increase or decrease in the prices received by farmers for 
that commodity to the increases or decreases in prices paid by farmers for all 
articles and services needed by them, compared to prices paid and received 
during selected base periods. 

It is thus readily seen that the parity index of prices paid for articles and 
services by all farmers has no necessary relationship to the production costs of 
any single operation, such as cattle feeding. 

I have a mimeographed publication of the Bureau of Agricultural Economics 
of the Department of Agriculture entitled, ‘‘The Index of Prices Paid by Farmers, 
Including Interest, Taxes, and Wage Rates,” which I understand to be the latest 
publication indicating the various cost elements and the weights given to them in 
the computation of the parity index. On page 36 of this publication it appears 
that the purchase cost of feeder and stocker cattle is weighted at only 4 percent 
in the determination of the parity index. The cost of all kinds of feed is 
weighted at only 10.2 percent. I am attaching operating data which has been 
supplied to me by four cattle feeders in Colorado. In most instances these 
figures were represented to me as having been extracted from actual accounting 
records of the feeders involved. A quick glance at this material shows the utterly 
unrealistic result in attempting to use the parity index of farmers’ production 
costs as typical of the production costs of a cattle feeder. 

The cost of the cattle purchased by a feeder for fattening in the feed lot is 
considerably in excess of 50 percent of his total production costs in his feeding 
operation, according to the information I have attached, whereas in the parity 
index the cost of feeder and stocker cattle is weighted at only 4 percent of the 
production costs of all farmers. 

In determining the parity index, the cost of all animal feeds used by all 
farmers is weighted at only 10.2 percent, whereas to the cattle feeder the cost 
of feed represents 24 to 29 percent of the costs of his feeding operation, accord- 
ing to the examples attached. 

It is apparent that a cattle feeder will continue to operate only so long as 
he has a reasonable prospect of a fair return on the cattle-feeding operation, 
and that his determination with respect to the scope of his future operations 
will not turn on any theoretical relationship between the price of cattle and the 
weighted averages of all farming costs, including those having nothing at all 
to do with cattle feeding. 

In defending the OPS cattle roll-backs, Mr. DiSalle has stressed what he has 
called the “price squeeze” which has developed since January when the General 
Ceiling Price Regulation was put into effect with respect to retail and whole- 
sale beef. It is said that live cattle prices paid by slaughterers and feeders 
continued to increase even though the General Ceiling Price Regulation had 
frozen retail and wholesale beef prices. References to this situation appear in 
CPR 23, the live-cattle order, and CPR 24, the wholesale-beef order. In fact, 
it is my understanding that OPS frankly admits that the greater proportion 
of the roll-back will be devoted to restoring a fair margin to slaughterers, whole- 
salers, and retailers. Section 402 (d) (3) of the Defense Production Act 
expressly provides as follows: 

“* * * jin establishing and maintaining ceilings on products resulting from 
the processing of agricultural commodities, including livestock, a generally fair 
and equitable margin shall be allowed for such processing.” 

Pursuant to this provision, CPR 24 includes a basic finding by the Price 
Stabilizer to the effect that the wholesale beef ceilings established by him were 
sufficient to allow a “reasonable margin for the slaughterer over live-cattle 
prices.” It should be noted that the Defense Production Act of 1950 contains 
no such requirement with respect to cattle fatteners who had been affected by 
the same price squeeze in which the slaughterers, wholesalers, and retailers 
found themselves. 

The cattle feeder essentially is a middleman, just as are the slaughterers, 
wholesalers, and retailers. Some recognition of this particular status of cattle 
feeders should be afforded, in my opinion. It is my belief that the supply of 
beef to the consumer will be materially affected unless some protective device 
is provided in any extension of the Defense Production Act. 

With very best regards, I am 

Sincerely, 


EUGENE D. MILLIKIN. 
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EXAMPLE A 
[Extracts from letter of a cattle feeder near Trinidad, Colo.] 
Feed lot steers 


Spo poune eteer, Ot DO icnmGl ois os Fe ee sabe dakabtetaiils $306. 01 
Diesels wort, wet Si oe we iy 84, 15 
300 pounds cottonseed meal, at $85 ton 

750 pounds hay, at $25 ton 

Freight and marketing expense, Kansas City (estimated) 

1 percent death loss (estimated) 


~ oi 
Steer will gain 250 pounds in 150 days and will have to bring $38.96 per 
hundredweight to break even. When fat, steer will grade Choice and if sold in 
September at Kansas City at the ceiling price of $32.25 will bring $354.75 and 
lose $73.82 or $7,382 for the 100 head. No charge has been made in the above 
for labor, interest, depreciation on equipment, and so forth. 


EXAMPLE B 


[Extracts from letter of a cattle feeder near Fort Morgan, Colo.] 


93 head, 847 pounds, at $33.50 83. 75 
Trucking expense 62 cents per head . 62 
Commission for purchasing, $2 a head . 00 
a no aonicteihenssta ones “aa ananoniomccamecionen .42 
1% percent veterinarian expense . 42 
2 pounds per day gain for 200 days, 32 cents._._......--..-...._-_-__ . 00 
Selling expense $3 per head . 00 
Interest 6 percent per annum on original purchase price only’ . 41 


. 62 

As you can see from this itemization, the farmer has a total cost of $429.62 
per head for a 1,247-pound steer to sell in September. 

In computing the farmer’s profit or loss in this transaction, we have not taken 
into consideration the shrink that he will suffer in the weight of this animal as 
it is shipped from his feedlot to the scales at the stockyards. However, we would 
like to inject the thought, that generally speaking, we consider a 3 percent shrink 
as the average. The computation for the loss in this transaction is set out 
below: 


I nn ea ocd riondcncennicaieninteleiaaaenbiiam erst $34. 45 
Selling price 31. 00 
a a I ah cio ce tciapttinnincin od ws einige mensinaeaigin 3. 45 
Loss per animal, 12.47 times $3.45 43. 0215 
Total loss for farmer 4, 000. 99 


EXAMPLE © 


[Extracts from a letter of the president of a cattlemen’s association near Fort 
Morgan, Colo.] 


The following figures taken from the records of a prominent cattle feeder will 
show the ultimate effect of a 19 percent price reduction: 
Original cost of 800-pound steer, at $36 per hundredweight 288. 00 
Cost of 300 pound gain, at 34 cents per pound 2. OU 

(This cost is very conservative considering the high cost of corn 
and other feeds. ) 

Freight and selling costs per head 
Death loss factor %4 percent 
SUED ONC DOE i TOI Eas fetes iaeshcbe eins dalle 
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ExAMPLE C—Continued 


Receipts from sale of 1,100-pound steer at the proposed reduced price of 
$32 per hundredweight 352. 00 


Net loss per head to feeder 69. 00 


As in the case of many feeders feeding a thousand cattle, the loss would be 
$69,000, or enough to completely destroy a feeder’s financial status. 


EXAMPLE D 
[EXTRACTS FROM LETTER OF A CATTLE FEEDER NEAR GREELEY, COLO. ] 


Costs and selling price, cattle at feed lot, Greeley, Colo., purchased December 
1950, sold April 1951 


850-pound steer at $33.50 per hundredweight, f. o. b. Texas Panhandle, 
put in feed lot December 1950 
csc a goth EA acy a he a! 9 aE Re a lat laa hd a 
pr as ean i nse nleniimenteeeereom income cteneasoee sch asesbnae 
Feed and loading in transit 25 


. 80 
20 pounds corn, protein pellets and grain at $2.90 per hundredweight 
IT as elie SER 2 SE Pe - . 58 
2 pounds soybean meal at $85 per ton . O85 
5 pounds alfalfa hay at $25 per ton . 0625 
Salt, calcium, phosphorus, etc .O1 


Cost of feed for 1 steer per day . 7375 
Labor per day per head a . O45 
Gas, oil, and grease . O15 
Office expense . 01 
Depreciation (very low) elevator, bunks, corrals, trucks, tractors, 

. 022 
. . O88 
rics As edn gimp erencilianinint . 0011 
rl ni milbigeenesnnens .01 
Insurance (fire, workman’s compensation, liability) . O11 
. 8896 
xX 120 
106.75 
1 percent average death loss 2. 50 


Total cost of feed in 1 steer a 109. 25 
Cost of steer f. o. b. feed lot 290. SO 
Total cost of finished steer in feed lot 400. 05 
Steers sold in April 1951 as grading Choice and showing 2.3-pounds- 
per-day gain or total gain in weight of 276 pounds, 1,126 pounds at 
Ree, tr) Pn UN cena 5 Seana _. 410.99 
Less freight, selling commission, yardage, ete 3. 89 


Net selling price 407.10 

Less original purchase price, cost of feed, and feeding_______ sccm 400.06 
Profit, reserve for taxes, personal supervision, expense, and risk 

(for feeders) for whom no salaries are included_. 7.05 


Costs have increased sufficiently since these cattle were fed to more than wipe 
out the $7.05. 

These figures demonstrate that it costs $0.387 per pound of gain. Regardless 
of ceilings, this cost cannot be changed except by increased production or de- 
creased demand. During 1951, this cost of gain has increased at the rate of 
approximately $0.022 per pound each month. 





2676 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


STATEMENT ON BEHALF OF THE NATIONAL ASSOCIATION OF BUILDING 
OWNERS AND MANAGERS, CHICAGO, ILL. 


For the record I am Robert B. Beach, executive vice president of the National 
Association of Building Owners and Managers, Chicago, Ill We are a trade 
association representing the ownership and management of office buildings, loft 
buildings, and business accommodations of all types, throughout the United 
States and Canada. 

We have appeared before the Banking and Currency Committee of the House 
of Representatives in opposition of those provisions of H. R. 3871 which relate 
to commercial rent control. In 1942 and 1944 our association appeared before 
the Senate Banking and Currency Committee in opposition to proposals for 
commercial rent control at that time. In view of the statement of Chairman 
Maybank, when the hearings before your committee opened on May 7, it became 
unnecessary for us to make an appearance in regard to S. 1397, although we had 
expected and were prepared to do so. 

It is our position, as supported by factual evidence submitted to the House 
Banking and Currency Committee, that any form of Federal commercial rent 
control is unnecessary and unwarranted. Accordingly we recommend and 
strongly urge that those sections of title IV-A of S. 1897 which deal with control 
of commercial rents be not enacted into law. 

We stand ready to present all the facts in our possession, bearing upon this 
subject, whenever the occasion may arise. 

Respectfully submitted. 

Rosert B, BEACH, 
Erecutive Vice President, 
National Association of Building Owners and Managers. 


NATIONAL ASSOCIATION OF MUTUAL SAVINGS BANKS, 


New York, N. Y., June 4, 1951. 
Re S. 1397. 


Hon. BurNET R. MAYBANK, 
Chairman, Committee on Banking and 
Currency, United States Senate, Washington, D. C. 


Dear Srr: This statement is filed on behalf of the National Association of 
Mutual Savings Banks. This is a trade association whose membership comprises 
529 mutual savings banks located in 17 States. The largest concentration of these 
banks is on the eastern seaboard, but a few of the banks are located in the Middle 
West and on the Pacific coast. These institutions are nonprofit organizations, 
having no stock ownership, and are operated under the supervision of trustees 
for the purpose of conserving the savings of their depositors, investing their 
funds in conservative securities and returning a small interest to the depositors. 

As of April 1, 1951, these mutual savings banks had slightly over $20,000,000,000 
in deposits and slightly over $22,500,000,000 in assets. Their mortgage holding 
totaled $8,428,000,000, representing about 37 percent of their total investments. 

Our interest in the bill before you, S. 1397, is confined to two sections, the 
section which would enact a completely new rent control law covering commercial 
properties as well as housing properties, and the section which would extend 
mortgage credit control to the field of existing housing. 

Ye are in accord with the principle of continuing those parts of the Defense 
Production Act which authorize Government control of mortgage credit for new 
construction and Government control of FHA and GI credit as anti-inflationary 
measures, 

The Federal Reserve Board has done an admirable job of formulating and 
administering the now familiar regulation X governing the extension of mortgage 
credit for new housing construction. The direct regulation of mortgage lending 
was a new field for the Federal Reserve. We were glad to see that the Board 
drew upon the experience of commercial banks, the life insurance companies, 
the savings and loan associations and savings banks at every important step in 
the formulation of mortgage credit regulations. 

Regulation X is working. Credit inflation in the new-house field has come 
under stringent restraint. The housing starts for the first few months of this 
year were at a rate that might indicate another boom year for 1951; but every- 
one in this business knows that these housing-construction starts were mainly 
the result of applications for FHA and VA commitments filed prior to the institu- 
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tion of regulation X. These commitments were rapidly running out. Regula- 
tion X and the companion FHA and VA regulations, along with the fear of further 
regulations or controls, coupled with the new Federal Reserve Government-bond 
policy, have drastically contracted the mortgage credit market both for new 
construction and for existing housing. 

In this regard, Chairman Martin, of the Federal Reserve Board, in his state- 
ment on this bill before the House Banking and Currency Committee on May 10, 
1950, is quoted as follows: 

“There are tangible evidences that the availability of bank reserves has been 
reduced, that banks have become more restrictive in their lending policies, and 
that the over-all expansion of bank credit has definitely slackened despite accelera- 
tion of lending to finance defense production. Further evidences of the effects of 
the various measures of monetary and credit restraint may be seen in the markets 
for consumer credit, mortgages, and new capital issues. Consumer installment 
credit has ceased to grow. New commitments by insurance companies and savings 
banks to purchase mortgages have been reduced.” 

It is our belief that there has been a definite change in the trend of mortgage 
credit. The direction at present and for the near future can only be for shorter 
and tighter credit. Historically, mortgage credit trends, once established, are of 
long duration and are not quickly reversed. 

The Bureau of Labor Statistics figures for home-building activity in the months 
of March and April tell the story. Building starts for these 2 months are well 
below starts made during the months of March and April 1950, but, more impor- 
tant, they show that home-building activity is declining contraseasonally, that is 
to say, building activity is decreasing during the time of year when it should be 
reaching its greatest volume. 

Ths bill would extend Government regulation of mortgage credit to the financing 
of the existing house without FHA insurance or VA guaranty. We are opposed 
to this extension on the grounds that it is unnecessary and unwise for the 
following reasons: 

The amount of loan to value in a conventional mortgage loan (a loan without 
Government insurance or guaranty) has always been lower than the amount of 
loan to value in a Government insured or guaranteed loan. That was one of the 
purposes of Government guaranties and insurance—to get the lender to make 
larger loans on lesser security. Since World War II the reownership or for 
rent, would not be constructed if they were to come under Federal rent control. 
Under Federal law prospective builders and owners of new rental properties 
were encouraged to go ahead with their plans on the assurance that their rents 
would not be subject to control by the Government. Thousands of rental units 
were built, many under section 207 and section 608 of the National Housing Act. 
To repudiate the exemption of this new rental housing construction brings into 
question the good faith of our own Government in relation to those who have 
relied upon Federal law. Undoubtedly we shall need some new additional 
housing and rental units, especially in defense manufacturing areas. It may 
be difficult to induce private enterprise to build new housing in the face of the 
threat of immediate Federal rent control. 

There have been built over 3 million housing units in the 3 years ending 
December 31, 1950, exclusive of farm dwellings. We have read the testimony 
of Mr. Tighe Woods, Housing Expediter, before the House Banking and Cur- 
rency Committee on the subject of this proposed rent-control law and we find 
nothing in his testimony that leads us to believe that there is not now an 
adequate supply of rental housing in this country, or that even under our cur- 
tailed building activities the country will not be able to maintain a reasonable 
supply of rental properties. If the supply is adequate, the price of rents will 
take care of itself. Here again let us not have controls for the sake of experi- 
ment, but only when such controls are strongly indicated by a threat to the 
economy, and when the law provides for gradual decontrol. It should be pointed 
out that involvement in a general war might change the whole picture and make 
the imposition of Federal rent controls a real necessity. We have not reached 
that stage and if we do, Congress can act expeditiously to plug the hole, as it 
did last summer in the rapid passage of the Defense Production Act following 
the Korean outbreak. No great geographical shifts in the labor force are contem- 
plated as the result of this present emergency except in the case of atomic and 
other unusual installations where the HHFA and VA have already removed 
credit restrictions. During the defense period prior to World War II, savings 
banks were a factor in financing necessary housing for defense workers. 
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Most of the workers engaged in defense work will be employed at the places 
of their regular employment, in many cases at the very same machine. Our de- 
fense installations grew to their present great capacity during World War II 
and their locations are set by the existence of those great enterprises which will 
shoulder the principal burden of production. 


COMMERCIAL RENTS 


The proposed rent control provisions of this bill would cover commercial rents, 
an area never before controlled under Federal authority. Commercial rent con- 
trol is absolutely unnecessary, regardless of the fluctuation in our economic 
conditions. It is a popular misconception that commercial rent enters into the 
eost of the goods sold. Commercial rent is self-controlled. It is paid only out 
of profit. A merchant will pay the rent asked only if he thinks he can pay it 
out of his profit and he will pay it regardless of rent control. He will only pay 
the rent asked as long as he can pay it from his profits. If the merchant’s rent is 
raised to some figure which, in his opinion, his business cannot stand, he moves 
or goes out of business. We see it every day in our large and small cities. The 
great proportion of all retail commercial rents are today paid as a percentage 
of gross sales or, in effect, the rent is based on the profits expected to be derived 
from the business at a specific location. Under such circumstances, commercial 
rents are self-controlling and need no controls. 

Very truly yours, 
Rospert M. MorGan, 
Chairman, Committee on Mortgage Investments. 


STATEMENT BY GEORGE H. FRATES, WASHINGTON REPRESENTATIVE OF THE NATIONAL 
ASSOCIATION OF RETAIL DRUGGISTS 


My name is George H. Frates. I am the Washington representative of the 
National Association of Retail Druggists, an association comprising 35,000 small 
independent retail pharmacists practicing their profession in every State of 
the Union and the District of Columbia. My address is 1163 National Press 
Building, Washington, D. C. Every State Pharmaceutical Association in the 
country is a member of the NARD. 

We are vitally interested in section 453 (a) and (b) and (c) of Senate bili 
1397. 

The preponderant majority of independent retail. druggists rent the premises 
wherein they conduct their business. During the last emergency there were 
flagrant cases of rent increases by landlords that sounded the death knell for 
many small independent druggists. Today the same vicious pattern is being 
followed by some avaricious, greedy property owners. 

OPS has frozen retail selling prices. The Wage Stabilization Board has 
frozen wages. Residential rents are under Federal jurisdiction. Why not 
commercial rents, too? 

The incongruity of freezing residential rents for a druggist and his family 
is established when the next morning he learns he is out of business because 
his commercial landlord has made his rent prohibitive. This presents an ugly 
picture for the small-business man in our economy—made more ridiculous by 
governmental controlled profits—permitting no opportuity to meet the land- 
lord’s ultimatum. 

The Office of Price Stabilization, the Administrator of the Economie Stabiliza- 
tion Agency and the Rent Control Administrator have concurred in the 
yovernment to exercise stabilization of commercial rents, with particular em- 
phasis for the protection of independent small-business enterprises. 

It is our sincere belief that one of the contributing factors to inflation is 
oceasioned by not applying the freeze formula clear “across the board” in the 
instance of rent control. 

We will now list some examples of commercial rent increases taken from 
our files. They are authentic pleas for relief. We do not wish to divulge the 
names of the druggists for the public record, for fear the landlords involved 
would wreck vengeance upon complainants. If, however, the committee wishes 
to view them in executive session they are at your disposal— 

(1) “How can you expect lower consumer prices when commercial rents 
have increased from 33% percent to 100 percent, as of May 17?” 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 2679 


(2) “I think we are a good example of why we should have commercial 
rent controls. We are now paying $150 per month—this is just 5 percent of 
our gross volume. * * * Our landlord has notified us that beginning 1952 
our rental will be $200. This difference is the difference between making a 
living or not.” 

(3) “I rent the building I am in at $150 and the landlord says the rent must 
be $200 per month June 1. I cannot raise the price of merchandise. Please 
advise if this is a crazy set up or not.” 

(4) “I wish to report that our rent has been raised 75 percent during the past 
2years. The last increase of 15 percent coming 2 months ago (January 1, 1951).” 

(5) “I and my wife conduct a small neighborhood drug store on a- side 
street. * * * For more than 23 years we have struggled in this one-man 
store to keep things going. The income has never been large enough nor the 
term of lease long enough to interest a buyer. So we have always been forced 
to hang on or lose everything. The building of which this store is a part, has 
been footballed around by at least eight different owners. During the depression 
years we were paying $55 rent which we were hard pressed to meet. Subse- 
quently, we were raised to $80. This rental was bearable since conditions had 
improved nationally. A succeeding landlord raised me to $85, then to $90 per 
month. The newest landlord has already threatened to raise my rent to $125 
when my lease expires this forthcoming September. I am now confronted with 
an immediate 35 percent increase in rent, or an over-all increase of more than 
56 percent for the past 3 years. What to do now is the question which I now 
leave to our peers on the afore-mentioned committees (Banking and Currency).” 

(6) “I am at present paying a high rental of $125 per month plus heating of 
the store which comes to about 8 percent of sales or more. At the expiration 
of my lease in December, my landlord is asking a 100-percent increase or double 
my present rental. This will completely force me out of business. I wrote to 
the Senate Small Business Committee about this.” 

(7) “Have been renting the present location from the same landlord for 
14 years. Originally paid $200 per month for the first 5 years, $215 per month 
for the next 5 years, and $300 per month now. Landlord now wants $600 per 
month, double the rental, and if he is to give me a new lease now, the rental 
takes effect immediately, not at the expiration of the present lease.” 

(8) “I pay $150 per month now with lease expiring this September. He wants 
$375 for the next lease, $225 as a minimum per month, and 5 percent of total sales 
for the year, which will be an average of $875 per month. He is now hinting that 
I pay the taxes and upkeep. Sincerely wishing that something can be done to 
correct the greed.” 

(9) “For 17 years I have paid a rental of $125 per month. The building was 
sold to a new owner. New lease has expired. The new owner is now asking 
$200 per month.” 

(10) “To obtain a lease 6 years ago I was raised 30 percent. Now that the 
lease has expired I cannot obtain a lease unless I would agree to another sub- 
stantial increase. As I cannot afford an increase I am now without a lease.” 

(11) “Our rent has just been upped from $500 to $750, although our business 
has been on the decline. I have been in my present location 20 years. During 
all my stay, not 1 cent has been contributed by the lessors for improvements of 
any kind.” 

(12) “I operate a pharmacy and am being forced from my present location by 
a very greedy landlord. Five years ago, upon making a new lease, my rent was 
doubled. * * * Now my rent is $150 which is about all this location can 
stand. Three weeks ago I approached the landlord for a new lease and was 
told that the rent would be $250 per month from April 1. The landlord says 
that is his rent or he will let the store stand idle. Under the law, I can remain 
here for 2 years after legal action which I cannot afford. This is certainly a 
case of greed in the extreme and I believe such men should be stopped in any 
such practice.” 

(13) “Back in 1933 we started in business at the present location. We paid 
$75 per month with all utilities furnished with exception of electricity. Today 
we are paying $200 per month, plus all utilities, and pay one-half of the coal 
bill and pay the janitor for his services. * * * Since the landlady cannot 
raise the rent on her apartments, she raises our rent. Besides, she has never 
spent 1 cent for any repairs. She is forcing us out of business by another 
increase in rent. Would never give us a lease for more than 2 years. Wants 
$25 per month more now and $50 per month more in 1952. We cannot pay a 
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cent more than the present $200. My wife and I put in daily 14 hours, needless 
to mention all the problems that we have with the help situation. We have 
not had a vacation in the past 11 years, so you can readily understand we have 
both been on the job early and late to help serve our community.” 

(14) “We purchased our store in 1945, at which time it was rented for $85 
per month. We have obtained a lease for 5 years with an option for renewal 
at a figure to be determined at that time. This rental was to be $100 per month. 
Now the lease has expired and the landlord wants $200 per month. During 
these 5 years we have done extensive alterations to improve the appearance of 
our store, this at no cost whatever to the landlord. We feel we are getting a 
raw deal. We feel that small-business men need some protection from unscru- 
pulous landlords.” 

(15) “In April 1948 I was paying $75 per month. Because my lease has 
expired I am compelled to pay $180, under the guise of taking the store for his 
own use.” 

( “My landlord wants to up me from $140 per month to the equivalent 
of $650.” 

(17) “While in service, I contacted the landlord of the building, in which 
I am located, and agreed on a rent of $135 per month. This was in 1946 but 
when the lease was drawn up the rent was $200. We told him it was unfair 
and it was agreed that the rent the first year would be $175 and the next year 
$200, with an option for three more years at $200. Expenditures on our part 
for the last 5 years amounts to close to $5,000 for remodeling, plumbing, elec- 
trical work, painting, ete. Our lease is due for renewal and shows an increase 
in rent to $250, showing over 100-percent increase in rent over previous 
occupant.” 

(18) “In 1945 I paid $85 per month. In 1947 I was raised to $100 per month. 
In 1949 I was raised to $125 per month. As soon as my landlady found out 
that building materials were frozen, she raised it to $1385 per month. I pay for 
my own heat, my own water, my own window insurance, and repairs. Her 
taxes and insurance are up only about 15 percent over 1945. Mine is only a 
small neighborhood store. * * * I may have to go out of business. When 
I protested about the raises, she said everybody else is doing the same thing.” 

(19) “Our lease has just expired, after a 5-year term, at a rental of $135 per 
month. Our landlord now requests a slight increase of $115, making a total 
monthly rent of $250. I believe you will find this is as unreasonable as we do.” 

(20) “This is to notify you that we are definitely in favor of rent control for 
small business. We think this expresses the thoughts of more than 60,000 drug- 
gists in this country.” 

(21) “My rent has increased in 5 years from $105 to $175 per month. I am 
paying more than any other store in the same building. Some of equal area. 
The other stores are paying from $65 to $100 per month.” 

(22) “December 1950 we are wondering if anything has been done to protect 
the small-business man in the freeze that is sure to come. The main thing to be 
considered, that was not controlled last time, is the drug-store rent. Many store 
owners were caught in the squeeze between ceiling prices and rent, which was 
raised higher and higher. Something should be done to be certain that the rent 
of business places has a ceiling along with other things.” 

(23) “* * * You have evidence of the federation’s position on the subject 
of commercial rent. * * * You will note the majority of the members 
favored rent control. It is interesting to note that if the poll could be made 
currently with what the members are now facing the portion favoring adoption 
would be even greater. * * * Although I cannot make this statement offi- 
cially until the poll is actually taken. It goes without saying that small business 
will be the victim of one rent increase upon another unless something is done. 
I know in my own private business it is the same thing every year—another rent 
increase. You are aware that the Senate Small Business Committee recently 
polled 20,000 firms on this question. * * * You can feel assured of our 
fullest cooperation.”—Grorce J. Burcer, Vice President, National Federation of 
Independent Business. 

(24) “I assure you that I will do anything I can to work with you in bringing 
this matter (commercial rent control) to the attention of Congress.”—-W. W. 
Marsn, General Manager, National Association of Independent Tire Dealers, Inc. 

(25) “The Farmers Union has supported rent control, both on residential and 
commercial housing since its inception.”—James G. Parton, President, National 
Farmers Union. 
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(26) “We will support to the utmost of our ability bona fide legislation which 
will prevent the greedy and scandalous injustices which have been perpetrated 
upon the retail merchants because of the absence of effective commercial rent 
contr@l.”—Grorce R. Netson, Grand Lodge Representative, International Asso- 
ciation of Machinists. 

(27) “For the protection of the small-business man, engaged in the grocery 
business, we feel that we can follow no other course than to take a firm stand 
to see that these independent businessmen are not forced to lose their established 
place of business through the imposition of burdensome rent increases.’”—HaroLp 
O. SmitH, Jr., United States Wholesale Grocers’ Association, Inc. 

Rent is a major item in the cost of doing business. If a retail druggist is 
expected to hold the line and stay in business to serve the public its necessary 
phamaceuticals and render a professional service in compounding and dispens- 
ing 389,178,886 physicians and dentists prescriptions per year, then we submit 
that the Congress should protect the public welfare by controlling commercial 
rents. 

We make no request for special consideration—rather we indicate the resulting 
impact on the public health if the corner druggist is not there to accommodate 
the public’s medical requirements. 

Repeatedly, Congress is on record as having stated that the small business is 
the backbone of our Nation. If free enterprise is to survive, the small inde- 
pendent businessman must have some semblance of protection and reasonable 
help from his Government. Given a fair and equitable opportunity, your druggist 
can remain freely competitive. It is only when insurmountable obstacles beyond 
his ability to cireumvent—impediments which road block his professional activ- 
ities—that the reverse is true. 

As Mr. Tighe Woods, Housing Expeditor, has pointed out in testimony before 
your committee, both Mr. Wilson and Mr. Johnson have said “the authority to 
control rents on business accommodations is necessary to fill a major gap in our 
existing powers to stabilize the economy and to prevent the businessman, par- 
ticularly the small-business man, from being caught in the squeeze between con- 
trolled prices for the things he sells and increased costs due to rising rents.” 

The Senate Select Committee on Small Business reports that commercial rents 
increased 78.5 percent between 1940 and 1950 in six large cities. 

It is obvious that price controls on commodities, without a corresponding con- 
trol on commercial rents, places the small retailer in an extremely precarious 
position—one that blueprints disaster. 

We plead for protection. We ask you, our Federal lawmakers, to seriously 
consider our plight to the end, that the retail economy, as represented by small 
business may not perish within our system of free enterprise. 


STATEMENT OF NATIONAL ASSOCIATION OF RETAIL MEAT AND Foop DEALERS, GEORGE 
T. Nepit, ExecuTivE SECRETARY-TREASURER, CHICAGO, ILL. 


My name is George T. Nepil. I am executive secretary of the National Associa- 
tion of Retail Meat and Food Dealers, which represents over 60,000 retail meat 
dealers throughout the United States. The National Association of Retail 
Meat and Food Dealers, which has offices at 330 South Wells Street, Chicago, 
Ill, is recognized as the spokesman for the retail meat industry in any legisla- 
tive matters and in trade and public relations. 

In addition to my position as secretary of the National Association of Retail 
Meat and Food Dealers, I have had 28 years of practical experience in the opera- 
tion and management of retail meat and food markets. At the present time 
I own and operate a supermarket in Berwyn, Ill., a suburb of Chicago. With 
my experience I feel that I am qualified to speak for the thousands of meat 
retailers whom we represent. 

Our organization definitely wishes to enter its protest against the Defense 
Production Act and the meat-control program in particular. There are many 
reasons why we are opposed to meat controls. I would like to bring out the 
most important of these. 

As meat retailers, we are primarily interested in giving the most efficient 
service and the highest quality of merchandise to our customers, the homemakers 
of America. It seems to us that these homemakers may soon feel many ill effects 
in their shopping for meat if the present inequitable, unworkable program is 
renewed and allowed to continue in force. 
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Controls are a poor inducement for more production both in point of financial 
return and in morale. Lowered production means less livestock for packers to 
process and less meat for them, in turn, to offer to retailers and their customers, 
the consumers. 

Already, beef is being diverted to other channels and black markets are starting 
to creep in. Unscruplous slaughterers will show utter disregard for compliance 
with regulations and for the health and welfare of the consuming public. 

Gentlemen, meat retailers would not like to get their meat from such a source 
of supply. 

The regulation is not set up on a fair and equitable basis. Industry, with its 
background of many years of experience, was not consulted in drawing up the 
program, and as a result many inequities exist in the regulations which make it 
diffiffeult for the retailer to cut and sell meat in the manner that they have 
been accustomed to supplying their customers for many years. 

Many retailers are now paying more for beef than they did before the ceilings 
became effective. 

The age-old law of supply and demand will eventually take care of the prob- 
lem if there are no controls, as it has in pork and chickens, which through 
stepped up production, are in abundant supply and are now selling far below 
their previous high levels. 

Competition for Mrs. Housewife’s dollar, in the food field, is extremely keen 
and with prices getting too high, she refuses to purchase the product, and 
as supplies become larger, the prices naturally come down. 

There is an old saying amongst meat men, “You either sell it or smell it,” and 
this axiom keeps prices on meats in line. 

As a retailer representative and also a practical retailer, I dread to think 
of empty meat coolers and meat cases and the crowds of consumers waiting 
in long lines for a pound or two of meat, and this will surely be the case if 
the Defense Production Act is extended after June 30. It is essential for pro- 
ducer, processor, retailer, and consumer protection that the Defense Act is 
not renewed. 


STATEMENT OF NATIONAL ASSOCIATION OF WOOL MANUFACTURERS 


The board of directors of the National Association of Wool Manufacturers has 
given careful consideration to the provisions of 8S. 1897 and H. R. 3871 which 
provide for amendment of the Defense Production Act of 1950. Our board has 
expressed opposition to a number of the provisions of this bill and has instructed 
me to convey to the members of the Senate and the House Committees on Bank- 
ing and Currency the substance of our objections and the reasons therefor. 

1. We object to the provision in Section 108 giving the President authority to 
purchase materials for resale. 

To the extent that materials need to be acquired for military stockpile 
reserves, it is evident that they should be purchased for the account of the 
Government. To acquire materials for subsequent resale, however, is quite 
another matter. This is a socialistic proposal for which no warrant exists. It 
would have the double disadvantage of dislocating present purchasing organiza- 
tions with the subsequent loss of a very considerable degree of valuable knowl- 
edge and experience and the substitution of the cumbersome Government ma- 
chinery for handling raw materials which would add materially to the cost, 
circumscribe the ability of processors to obtain particular types or grades of raw 
material needed for particular products, and tend to cause recurring surpluses 
and shortages because of the magnification of errors of judgment resulting from 
the concentration of purchasing in a single agency. 

In our opinion there is considerable danger that the Government would be 
victimized by foreign sellers if it were the sole buyer for this country’s require- 
ments for foreign materials. The advantage of acquired experience would be 
lost and the drive of competitive interest would not be present to assure realistic 
purchases based upon consideration of price and quality. 

The purchasing of wool is undoubtedly far more difficult than most other raw 
materials but Some of the same problems must be met with in other fields. 
There are literally thousands of different types of wool, few of which can be used 
interchangeably. Not only are the types many, but there is a big difference in 
quality, in the percentage of foreign matter in the fleece, which makes the value 
difficult to compute even if the quality is correctly appraised, an in the degree of 
uniformity, which also affects the value due to the amount of labor required to 
sort the fleeces into that degree of uniformity requisite for different products. 
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There is no obstacle to the purchase of wool at the present time providing one 
is willing to pay the world price. There is nothing which would indicate that 
the United States Government could buy at any lesser figure than individual 
purchasers can obtain. Actually, the reverse would probably be the case since 
foreign countries, in dealing with our Government will insist on long-term com- 
mitments not required of civilian buyers. Such commitments might well turn 
out to be at uneconomic levels. We can see no advantage in authorizing the 
Government to buy raw materials for resale; we believe it would be cumbersome, 
expensive, and unsatisfactory in many respects. , 

2. We object to the provisions of section 103 which would empower the Presi- 
dent to acquire or construct industrial facilities without limitation and to operate 
such facilities in competition with private industry. We object also to the power 
to create new Government corporations without limit. Such a proposal cannot 
be justified by any present emergency or by any lack of enterprise on the part 
of private industry. 

No such general delegation of authority to the Government to engage in active 
competition with industry in this country should be considered. To the extent 
that additional industrial activities on the part of the Government are desirable, 
either on a temporary or permanent basis, the matter should be specifically pre- 
sented to Congress and decisions made as respects each and every specific enter- 
prise. The American way of life is too deeply involved and can be too com- 
pletely jeopardized by the entry of the Government into commercial fields to 
permit such activities except as the result of exhausting consideration of all 
specific proposals. 

3. We do not oppose the extension of price and wage controls, although we 
deplore their necessity. It is our belief, however, that the two should be on 
the same basis. If we have price control we should have wage control, not wage 
stabilization. 

A specific provision to which we object is the proposed addition of farmers, 
workers, and consumers to advisory committees. It is our understanding that 
the Government agencies themselves represgnt the interests of such groups in 
that they are guardians of the national interest. Their consultations with rep- 
resentatives of industry are devoted less tod matters of general policy than to 
technical detail which have to be understood in order to draft practical controls. 
To load such advisory committees with representatives of these other groups 
would, in our opinion, greatly impair their usefulness and ability to serve the 
purposes for which they were established. 

While we have no quarrel with the additional penalties proposed for violation 
of price and wage regulations, the section should be rewritten to make a dis- 
tinction between deliberate violation and unintentional errors. The regulations 
are so complex and in many cases susceptible of so many possible interpretations 
that with the best of intentions it is difficult completely to avoid some degree of 
inadvertent violation. 

4. We see no justification for Federal licensing of organizations engaged in 
businesses subject to price controls. Is it seriously contended that existing pen- 
alties and those proposed are inadequate to insure compliance with price ceil- 
ings? If they are, there must be something radically wrong with the drafting 
of the act or with the price regulations themselves. It appears that an attempt 
is being made to use price control as an excuse to establish a system of Federal 
licensing of corporations. Such a system is without merit and could lend itself 
to serious and widespread abuses. There is no obvious circumstances connected 
with the mechanics of price control or any other emergency situation which indi- 
eates a need for Federal licensing. The inference is that someone has in mind 
some Government action of a type which requires a compulsion of business of 
a nature which the Congress would not directly approve. This proposal should 
be eliminated by Congress. If some emergency arises which can be handled only 
by Federal licensing, the request for such authority should be submitted to Con- 
gress at that time and justified by a full disclosure of what is planned and why 
it is necessary. No such general delegation of authority as is provided in section 
104 should be granted. 

We sincerely trust that the committee will give careful consideration to our 
objections as outlined above. 

For the board of directors: 


ARTHUR Besse, President. 
May 22, 1951. 
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STATEMENT OF THE NATIONAL CANNERS ASSOCIATION, CARLOS CAMPBELL, SECRETARY 


The National Canners Association is a voluntary trade association comprising 
approximately 1,000 canners who collectively pack approximately 75 percent 
of the Nation’s production of canned vegetables, fruits, fish, meat, and other 
canned foods. In view of the demands upon the committee’s hearing time, the 
association has determined that it can, by brief written statement, adequately 
present the considered views of the canning industry on the proposed extension 
of the Defense Productior Act of 1950, and specifically on S. 1397. 

Brevity in presentation, however, should not minimize the importance of the 
canning industry or the vital stake that it and the growers and consuming 
public which it serves has in this legislation. Elaboration is unnecessary with 
respect to the place of the canning industry in the peacetime production of foods 
and its importance to the current defense efforts. 

1. It is the position of the canning industry that the Defense Production Act 
should be extended for a reasonable period without any amendment. The scope 
of the delegated authority granted the President under the act in its present form 
appears to be more than adequate to deal with the present or any foreseeable 
emergency. No reason exists at this time for further authority or extension 
of virtually unfettered Executive power over the national economy. 

The yast administrative machinery necessary for implementing the broad 
controls, already authorized, over production, the allocation of scarce materials, 
the control of prices, and the stabilization of wages is still in considerable 
measure in the initial stage of organization. Many segments of industry includ- 
ing the canning industry, are still in a considerable state of confusion as to 
existing controls. Unquestionably, their impact remains to be evaluated once the 
attendant uncertainties, inescapable in the development of such regulations, 
have been resolved. Changes in the existing legislation, unsupported extensions 
of delegated authority, or any other form of tinkering with the act appear to 
be unwarranted. 

2. The canning industry’s conclusion that extension of the present act repre- 
sents the most desirable course is fortified by its firm conviction that there must 
be retained numerous provisions ig the present law which are safeguards both 
against unreasonable administrative action and against diminished production. 
Among these are the following: 

First, the provisions of section 402 (c) that any price ceiling shall be generally 
fair and equitable, and the companion provision of section 402 (d) (3) that “in 
establishing and maintaining ceilings on products resulting from the processing 
of agricultural commodities * * * a generally fair and equitable margin 
shall be allowed for such processing.” 

With any guaranty of legal minimum prices to the grower of agricultural 
products, including canning crops, there must of necessity remain a similar 
guaranty to processors of an adequate margin if they are to continue in operation. 

Second, the provisions of section 402 (g) and (h) which prohibit regulations 
requiring changes in business practices or methods established in any industry. 
Experience during World War II with respect to the repeated and ultimately 
congressionally prohibited attempts to utilize price control as a basis for im- 
posing mandatory grading and grade labeling abundantly demonstrates the neces- 
sity for retaining these safeguards, and particularly the provisions of section 
402 (h). These are essentially designed to prevent those desiring to impose 
upon industry their own notions as to how it shall produce and market its goods 
from becoming regulatory hitchhikers on the defense program. 

Third, the various provisions of title III, such as the requirement of consulta- 
tion, the issuance of statements of consideration, ete., which insure that the 
exercise of these vast delegated powers shall be reasonably and insofar as possible 
democratically carried on. 

3. In reaching the conclusion that the public interest and the defense program 
can be most effectively served, without impairment of production, by the con- 
tinuation without change of the Defense Production Act, the canning industry 
has considered the various proposals, both general and specific, which have been 
made for its amendment. Inescapably, it appears that many of these new 
proposals will contribute only confusion and render both the task of administra- 
tion and compliance far more difficult. Particularization is precluded by the 
desire to achieve brevity in this statement. The industry does not believe that 
changes in the substantive authority specified in the act are at all warranted. 
As to the procedural changes proposed for sections 409, 706, and 707, the industry 
is vigorously opposed to these. In view of the unavoidable complexity of price 
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regulations, the authorization of treble-damage suits is both an unnecessary 
and unreasonable sanction. A provision for the recovery of the amount of any 
overcharge plus $10,000 is an adequate deterrent. Injunction suits should be 
brought, when necessary, only in the jurisdiction where the defendant has his 
business and not anywhere within the United States or its Territories. Lastly, 
the suggested additions to section 409 to provide for the obtaining of an administra- 
tive license as a condition for doing business is patently unwarranted. Blanket 
licenses, coupled with the administrative power to revoke licenses and fore- 
close the opportunity for continuing in business, represent a summary method 
of drastic regulation alien to our system of government. 

Accordingly, the canning industry desires to record its position with this 
committee that the Defense Production Act should be continued without change. 


STATEMENT OF JAMES G. PATTON, PRESIDENT OF THE NATIONAL FARMERS UNION 


The crisis in which we find ourselves calls for the building of a great military 
machine as well as the stockpiling of strategic materials and minerals, and the 
manufacturing of machine tools that will make tanks, guns, bombs, and other 
tools of war. This military machine must be created and supported by the 
sinews of agriculture, industry, and labor. 

Not only must a portion of agricultural and industrial production be diverted 
to the nonproductive sinews of war, but a portion of our productive capacity 
must be employed in the manufacture of tools which will increase agricultural 
and industrial production designed for consumption by both military and civilian. 
The readjustments outlined and authorized in the Defense Act of 1950 simply 
mean from the farmer’s point of view that more food and fiber must be pro- 
duced with less manpower. This means that the soil-conservation program must 
be expanded and intensified, that farmers must work longer hours, and that 
our total agricultural resources must be employed to the greatest possible extent. 

The greatest shortcoming in agricultural production at the present time is 
underemployment on American farms. Conservative estimates indicate that 
there are 2,000,000 farm families living on farms that are relatively unproduc- 
tive. These farm families are underemployed all year and unemployed part 
of the year. They do not have adequate land, tools, or credit. 

The Secretary of Agriculture has told this committee that agricultural pro- 
duction must be greatly increased—probably for a period of years. He has 
asked for an increase of 45 percent over 1935-39. We believe these goals can 
only be realized if agriculture receives adequate farm machinery and fertilizer, 
and if the small farmer is assisted by his Government in expanding production 
by long-term, low-interest loans. 

I am not implying that the increases called for may be brought about over- 
night. It may take several years to expand agricultural production to the point 
where there is an abundance of food and fiber at reasonable prices both for 
civilian and Government needs. The long-time solution to the problem of infla- 
tion and consumer high prices which has become a preoccupation of this Con- 
gress is all-out production. But production alone will not solve our present 
problems. 

The American farmer must be assured of fair prices if he is to fully cooperate 
with the Government. The American farmer cannot produce at a loss. He must 
receive prices which are adequate to offset the terrifically inflated costs of pro- 
duction. Even if the family-type farmer decided to produce for patriotic reasons 
at a loss, he would find it impossible to do so. He would soon go out of business 
if he could not realize a profit on his farming operations. 

We feel, therefore, that no ceiling should be set on any farm commodity 
below 100 percent of parity. We stand firmly behind the parity principle and 
are unalterably opposed to freezing any price below 100 percent. I ean think 
of no better way to bring about decreases in agricultural commodities than by 
freezing parity below 100 percent. 

However, the Farmers Union is equally opposed to letting food prices rise to 
unreasonable levels. We believe food price control is not only in the interest 
of the consumers but of farmers, because it is quite possible for prices to rise so 
high that a decline in consumption results. My organization has gone on record 
again and again against an economy of scarcity and for an economy of abundance. 

The farmer has an even greater interest in the control of prices of materials 
and commodities necessary for farm production. During the last few years the 
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farmer has seen his net income decline from around $18 billion to $13 billion. 
During 1950, gross farm income was about equal to gross farm income in 1949, 
yet net farm income declined by about a billion dollars. This simply meant that 
it cost the farmer about a billion dollars more in 1950 to produce the same 
amount of food and fiber that he produced in 1949. 

It seems logical to assume that the bulk of this billion dollars which the 
farmer lost because he had to pay higher prices went into the pockets of middle- 
men and processors. Certainly the consumer did not benefit from the operation, 
neither did labor. The cost of living during 1950 left all segments of the popula- 
tion except business in a worse position than in 1949. These facts simply mean 
that prices must be controlled if the farmer, worker, and consumer are not all 
ruined by creeping inflation. In the long run, the farmer has little to gain from 
skyrocketing prices. Farm prices go up more slowly than other prices, and in 
times of price declines they go down much faster. The farmer, therefore, has a 
great deal to gain from the power the Congress granted the President if the letter 
and the spirit of the act are carried out. 

But the history of the administration of the Defense Act to date does not 
indicate that either the letter or the spirit has been carried out. The price 
control administration consciously or unconsciously has operated to bring about 
higher prices instead of lower ones. It has aggravated a problem instead of solv- 
ing it; it has created inflation, not controlled it. Its main contribution has been 
“jawbone” inflation control which rewarded businessmen who raised prices de- 
spite the pleas of our Government, and penalized businessmen who conscientiously 
cooperated with the Government on a voluntary basis. “Jawbone” control, which 
ended in January, proved to be a farce. Interim price control, which was in- 
augurated at that time, has consisted mainly in elevating prices to compensate 
those who went along with the voluntary price-control program. In other words, 
the Government in the name of stabilization has been bringing about one price 
increase after another by bringing ceilings in harmony with prices exacted from 
the American public by the price gougers and profiteers. It seems to me that the 
moral to be learned from the experience of the price stabilization administration 
during the life of this act is that business will never support price control unless 
it is so soft as to be meaningless. 

Now I turn to a discussion of the specific titles in the act. In regard to the 
first three titles relating to priorities, allocations, requisitions and expansion 
of productive capacity, we give our unqualified support. Authority in the act 
regarding allocation of raw materials and supplies is vital to the carrying out 
of the defense program. Not only must materials be allocated for the building 
of the military machine, but for agricultural production. We are especially in- 
terested in the allocation of adequate raw materials for the manufacture of farm 
equipment, spare parts and fertilizer. Shortages of various farm machinery 
parts are appearing, and as the military goes into high gear this situation will 
become worse unless the defense administration takes a tough realistic attitude 
in the setting aside of materials necessary. Farm machinery production cannot, 
we feel, be over-emphasized in the present emergency. 

In a sense, farm machines are machine tools. Just as a machine tool produces 
a tire or a gun or a bullet, so does the farm machine produce food and fiber 
which makes delivery of that tire or gun or bullet possible. All of the materials 
necessary for the production and transportation of agricultural commodities 
should receive high priorities. Materials for the construction of rural roads, 
bridges and culverts are in this category. If the farmer cannot get his products 
to market at the proper time, then his entire production effort is wasted. Bad 
roads involve waste in manpower and spoilage of agricultural commodities. The 
defense administration should see to it that there are sufficient materials to 
carry out the rural roads program authorized by the Eighty-first Congress. In 
determining what commodities should be allocated, it is important to realize 
that any materials set aside which will in the long run increase production 
are not inflationary. They are deflationary. If sufficient steel and other ma- 
terials are set aside so that the farmer in this mechanized age may operate at 
maximum efficiency, then the ultimate effect of such allocation will be to increase 
the amount produced and hence help control inflation. 

The powers granted in titles 2 and 3 seem inherent in the powers necessary 
to carry out the defense program. If the program is to be carried out, then the 
Government must have power to requisition and power to bring about industrial 
expansion either directly or indirectly. It must have power to build the necessary 
productive plants if industry cannot be persuaded to do so. I cannot overem- 
phasize the powers granted in section 302. The Government’s stockpiling pro- 
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gram, its acquisition of strategic materials, its exploration and development 
program in regard to sulfur, rubber, manganese, and other materials is vital 
to our security. 

We call to the committee’s attention the necessity for remedying the current 
fertilizer shortage. We feel that no effort should be spared to increase ammonia 
and sulfur production and that every effort should be made to locate new areas 
of sulfur deposits and to process sour gas from which sulfur can be extracted. 

I have already commented on the provision which authorizes price controls on 
food commodities at 100 percent of parity or the prices which existed during the 
May 24—June 24, 1950 period. Not only does my organization favor the reten- 
tion of this provision when the act is renewed, but it is unalterably opposed to any 
tampering with the parity formula. The proposal to freeze the parity formula on 
a yearly basis is nothing more or less than an admission that industrial prices 
are expected to go up. As everyone knows who has studied the parity formula, 
parity cannot go up a penny unless industrial prices go up first. 

We favor in principle the control over commodity futures which the Secretary 
of Agriculture has requested. We believe that the Secretary should have the 
authority to raise or lower margins. History of the behavior of some prices 
seems to justify the Secretary’s request. For example, onion future contracts to 
be delivered in January 1950 carried a price in November 1949 of $3.42 per 50 
pound bag; futures to be delivered in November 1950 carried a price of only 
$0.64 per 50 pound bag in October 1950. An examination of the statistical record 
of this commodity on the Chicago Exchange seems to indicate that speculative 
activity was responsible for the violent fluctuations in price. The result of such 
price behavior contributes to the general inflationary situation. If, during the 
period when onion prices first hit the economic stratosphere and then rapidly 
descended into the basement, the Secretary had the authority to increase margins, 
it seems possible that many of the speculators, particularly the small operators, 
could not have participated. 

It is admitted that most of the speculation is carried on by people not in the 
business of farming. During one period, for example, a check revealed that 85 
percent of all the trading carried on in wheat in the Chicago Exchange was by 
nonfarmers. It is also admitted that farmers have little to gain from hosts of 
speculators rushing into the market because of some rumor and then pulling out 
on the whim of the moment. It is to the advantage of farmers that agricultural 
prices be fairly stable. 

We recommend, however, that those engaged in hedging activities to protect 
themselves be allowed to continue their operations in the future as they have in 
the past. Legitimate hedging, it seems to us, is necessary to continue the ad- 
vantages which result from open buying and selling of futures. 

We favor in principle the provisions in title 6 which authorize the control of 
credit. We are aware that when the available supply of money is greater than 
the amount of consumer commodities, that the result will be pressure in the mar- 
ket place which inevitably will force prices up. Regulation of credit on consumer 
items such as television sets, radios, and the like, we feel, are absolutely es- 
sential. 

We favor the power granted under section 7 of the Defense Act which relates 
to small business. However, we feel that this section has been no more than a 
pious wish. Administration of this section has been disappointing. Investiga- 
tion of the materials and contract situation by several congressional committees 
has revealed that small business has been unable to get materials or secure de- 
fense contracts. 

We are recommending, therefore, an amendment to the Defense Act which 
has been introduced by Senator Sparkman and is supported by 51 Senators. This 
amendment provides for an administrator appointed by the President who would 
be responsible for the needs of small business during the mobilization period. 
This administrator would have the power to allocate materials and to see to it 
that small business got its share of the defense contracts. The amendment also 
provides for a revolving fund which would assist small business in need of loans. 

I wish to emphasize that the interest of my organization in the well-being of 
small business does not primarily stem from altruistic motives. Many rural 
areas are dependent for their supplies from small operators. Hearings conducted 
by Representative Patman and Senator Sparkman committees have indicated that 
many small businesses supplying farmers have been forced to shut down because 
of the inability to obtain materials. We feel that the enactment of the Spark- 
man amendment would greatly relieve this situation. 
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We wish to reaffirm our approval of section 8, which safeguards our antitrust 
laws and our system of free competition during the emergency. We feel that 
this provision is absolutely necessary and should be continued. 

Finally, I would like to point out that, regardless of laxness or inefficiency 
of the present administration of this act, we are, without qualification, in favor 
of its renewal. Blaming this agency or that agency is no solution to the all- 
important problems which confront the Nation. We are confronted by a situa- 
tion, not a theory. We must act and act now to control creeping inflation. We 
must have real price control, not business control which results in price increases 
all along the line, and which will increase the already exorbitant profits which 
business is enjoying. We must have an allocation and priority system which 
takes account of the realities of the situation. Farmers must have implements ; 
they must have fertilizer ; they must have other supplies if they are to do the job 
for the Nation. 


NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 
Burlingame, Calif., June 1, 1951. 
The Honorable BurRNET R. MAYBANK, 
Chairman, Senate Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 


My Dear Mr. CuarrMaAn: The National Federation of Independent Business, 
representing more than 136,000 independent business establishments and pro- 
fessional men, wishes to take this opportunity to express our views on the Defense 
Production Act small business amendments now pending before the Senate Com- 
mittee on Banking and Currency. 

Small business today is facing the same problems that it faced a decade ago. 
But today these problems of the small independent enterprises are more magni- 
fied than after Pear] Harbor because we are trying to impose a defense economy 
on top of a civilian one. The smaller producers are finding themselves unable 
to procure materials for production, cannot get defense contracts, hence are in 
an economic vacuum with nothing but customers. The trend today is the same 
as in 1941: They are closing their doors. 

At this moment, no relief is forthcoming for the small producers and retailers 
of the Nation. These smaller segments of our economy, the backbone of economic 
democracy in the United States, should have every right to exist independently 
under the law rather than be dependent on hand-outs or kindness and mere 
charity from big business. 

As we look back to World War II and study the successful methods used in 
waging an all-out war, we find that the Smaller War Plants Corporation, adopted 
by Congress in 1942, was instrumental in keeping alive the smaller businesses of 
the Nation. Between 1940 and 1942 before it was enacted more than one-fifth 
of the businesses were forced to close their doors. The Smaller War Plants 
Corporation reversed this trend: It assisted small producers in obtaining over 
60,000 prime contracts totiting over 6 billion dollars, it took prime contracts in 
its own name and subcontracted the work to small units who otherwise would 
have had idle facilities during the war. It acted as a watchdog and guaranty for 
small business to receive an equitable share of scarce materials, and helped 
provide financial assistance to firms not able to obtain loans elsewhere. 

The various offices of small business throughout the Government agencies have 
been making such promises to help the smaller industrial units in the mobilization 
program, but these small business offices, have been unable to make good on 
these promises, 

Dark as the picture is now, Senator Sparkman’s amendment for a Smaller 
Defense Plants Corporation can restore the small producers and retailers of the 
Nation to a participating and functioning part of our economy again. Such an 
independent agency, could again aid the real participation of small business in 
the defense mobilization. This would put into law what the Government officials 
claim to be the present rights of small business but which are presently ineffective. 

Whatever position the National Federation of Independent Business takes on 
a legislative question such action is not the voice of any individual officer or 
group of officers but on the other hand is the registered vote of its Nation-wide 
membership through its official publication, The Mandate. The members of the 
federation return their votes directly to their Members of Congress. 

The question on the Sparkman bill was presented to our Nation-wide member- 
ship in Mandate Bulletin No. 170. The result of this poll was disclosed in 
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Mandate Bulletin No. 171, and the vote was as follows: 90 percent for the bill, 
7 percent against the bill, 3 percent no vote. 

In closing may we say that prompt action is necessary to meet the threats of 
the present situation. The National Federation of Independent Business feels 
that the establishment of a Smaller Defense Plants Corporation will be the most 
effective single measure to guarantee the continued existence of healthy small 
business units and also by their continued existence, make this Nation im- 
measureably stronger to meet aggression. We therefore heartily endorse Senator 
John Sparkman’s amendment, 8. 1397, to the Defense Production Act. 

This confirms our position as originally stated in our telegram of May 18 to you. 


Sincerely yours, p 
Georce J. Burcer, Vice President. 


STATEMENT OF NATIONAL FEDERATION OF SETTLEMENTS, INC. 


The National Federation of Settlements wishes to go on record as favoring 
enactment of S. 1397, title I, section 104, Price and Wage Stabilization, and 
title IV-A, Rent Stabilization. 

This statement is in accord with action taken by the delegate body of the 
National Federation of Settlements at its annual business meetings April 21, 
1950, and May 12, 1951. 

The National Federation of Settlements is a federation of nearly 300 agencies 
in 85 cities scattered throughout the United States. 

The human misery created through the continuing rise in prices and the 
great jump in rents in decontrolled areas is common knowledge among settle- 
ment workers. We therefore urge the Congress to take prompt and effective 
action to stop this inflationary trend. 

Respectfully submitted. 

NATIONAL FEDERATION OF SETTLEMENTS, 
Fern M. CoLporn, 
Secretary of School Education and Action. 





STATEMENT OF H. R. NortHup, Executive VICE PRESIDENT, NATIONAL RETAIL 
LUMBER DEALERS ASSOCIATION 


Mr. Chairman, on May 23, 1951, the board of directors of the National Retail 
Lumber Dealers Association meeting in Washington, unanimously adopted a 
resolution establishing the policy of the association on the proposed extension 
of controls. This statement of policy reads as follows: 

“The direct regulatory controls imposed by the Federal Government for the 
announced purpose of controlling prices, wages, inflation, and production are 
failing in that purpose. 

“These controls, put into effect against the advice of industry, are failing 
because pressures from many directions have not only mide them unworkable 
but also actually harmful. It is an accepted fact that one segment of the 
economy cannct be regulated unless all segments are contro led. 

“Wages are not being effectively controlled, and the pri:e regulations now in 
effect are unworkable. Many of the production restrictions are unnecessary 
and impractical. The net result is an economy needlessiy disrupted, while a 
paramount enemy—inflation—remains unchecked. 

“Since there is no evidence that regulations, such as price and wage controls, 
can or will be made to operate successfully, we strongly urge that no further 
time be wasted in trying to accomplish our purpose by these means. 

“Because it is imperative that defense production be expanded, the civilian 
economy maintained, and inflation restrained, we strongly recommend the 
adoption of the program of sound fiscal policy which has been advocated all 
along by business organizations and business leaders.” 

This statement represents the views of the many thousands of lumber and build- 
ing materials dealers throughout the Nation and was adopted by the board of 
directors after a thorough and lengthy discussion of the entire subject of con- 
trols. The discussion was completely objective and centered around the adminis- 
tration and effect of present and future controls on the general economy rather 
than their effect upon retail lumber dealers. All are in agreement that it is 
necessary to build a strong defense against communistic aggression and that 
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everything necessary for an adequate defense and maintenance of a strong 
civilian economy must be provided. 

Price, wage, and production controls implementing the Defense Production Act 
of 1950 have now been in effect for several months. We have seen certain groups 
escape control, and continue to make demands, inflationary in character, which 
increase the costs of production, while other groups and segments of economy 
are under strict control and regulations. We have experienced many regulations 
and orders which have needlessly disrupted and hindered production in an other- 
wise healthy and productive economy. We have seen no effective effort to attack 
inflation at its source, but have heard.the arguments of various groups that 
inflation can be restrained by the use of direct controls alone. This argument 
has proven fallaceous. We still have price and wage increases, thereby adding 
fuel to the fire of inflation. We still have excessive Government spending on 
nonessentials. The only reasonable conclusion that can be drawn from experience 
is that direct price, wage, and production controls are not the answer to the 
present problems. 

An expansion of production of materials necessary for defense and to maintain 
our civilian needs is necessary and this can best be accomplished without direct 
controls. In fact, such controls hamper and impede production and disrupt 
orderly distribution at a time when it is most needed. By this we do not mean to 
infer that there should be a business-as-usual program. Neither do we contend 
there is any easy solution for all of our present problems. 

Control of the sources of inflation is a difficult task and Congress has a gigantic 
responsibility in its present consideration of proposed amendments to and exten- 
sion of the present law. A realistic approach to the problem would be to avoid a 
continuation of deficit spending which is, in itself, inflationary. We should adopt 
a pay-as-we-go policy in Government. Also, those expenditures which are not 
necessary for defense, and for an efficient continuation of the necessary functions 
of government, should be eliminated. Many projects which are desirable and 
which would in ordinary peacetime be worthy of careful consideration, should 
now be shelved until later. 

Every stimulus and encouragement should be given to bring about a productive 
capacity which will be equal to the demands placed upon it. Nothing should 
be done to prevent or to hamper this accomplishment. 

A realistic program to encourage savings and to curtail unnecessary expansion 
of credit is the essence of the attack upon inflation. 

An extension of the present controls would only add to the confusion now 
existing, would curtail and impede the production we are attempting to attain, 
and would tend to create artificial scarcities in a period of plenty. 

There is presently no shortage of lumber. Recent announcements by the steel 
companies are to the effect that there may soon be a surplus instead of a shortage 
of steel. An investigation by your committee would undoubtedly reveal that 
this condition exists in most instances. In view of this fact, it is difficult to 
determine how demands for an all-out-control program can be justified at this 
time. 

Turning for a moment to S. 1397, now under consideration, you are, of course, 
familiar with the provisions calling for broad and extensive additional powers, 
not contained in the Defense Production Act of 1950. It is alarming that such 
powers are being requested disguised as defense measures. It would be more 
alarming if any of such powers were authorized by Congress. 

We have confidence in the representatives of the people of this country and do 
not believe that such far-reaching and dangerous legislation will be approved. 

Tn conclusion, the retail lumber and building materials industry urges you to 
permit the present direct controls to expire and to approve only those measures 
which will stimulate and encourage production and which will realistically and 
effectively restrain inflation. 


NATIONAL SAVINGS AND LOAN LEAGUE, 
Washington 6, D. C., June 8, 1951. 
Re 8. 1397. 
Senator BurNeT R. MAYRBANK, 
Chairman, Senate Banking and Currency Committee, 
United States Senate, Washington 25, D. C. 
My Dear Senator: The National Savings and Loan League is opposed to any 


proposal which would extend construction credit controls, or any credit controls, 
to existing houses. 





ong 


Act 
Ips 
ich 
my 
ons 
er- 
ick 
nat 
ent 
ing 

on 
nce 
the 


ain 
ect 
upt 

to 
nd 


tie 
en- 
da 
opt 
not 
ms 
ind 
nid 


ive 
nid 


ion 


ow 


ee] 
ge 
hat 

to 
his 


‘se, 
rs, 
ich 
ore 


do 
ed. 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 2691 


On May 17, 1951, our board of governors, meeting in Los Angeles, Calif., at the 
conclusion of our eighth annual convention, implemented the wishes of our dele- 
gates by adopting the following resolution : 

“Whereas credit controls on existing construction would be impractical, illogi- 
eal, and unnecessary ; and 

“Whereas the extension of credit controls to existing houses would tend to 
centralize the determination of property values in some Government agency to 
the detriment of private business, the welfare of the people, and the national 
economy : Therefore be it 

“Resolwed, That we, the members of the board of governors of the National 
Savings and Loan League, meeting in the city of Los Angeles, Calif., this 17th 
day of May 1951, respectfully urge the Congress of the United States not to 
approve any proposal that may be submitted which would seek to extend credit 
controls to existing homes: And be it further 

“Resolved, That a copy of this resolution be given to the Senate Banking and 
Currency Committee and the House Banking and Currency Committee in 
Washington.” 

The foregoing resolution succinctly and adequately spells out the policy 
adopted by our organization. However, if there are any questions, we shall be 
most happy to answer them. 

Respectfully, 
HAROLD P. BRAMAN, Assistant Manager. 


STATEMENT OF NATIONAL USED CAR DEALERS, WALTER 8S. WILSON, PRESIDENT 


Gentlemen of the committee, the National Used Car Dealers Association, for 
whom I am speaking as president, is the national representative of the small 
independent dealer whose business is dependent upon the average wage earner, 
rather than the man who is able to purchase a new motor vehicle. 

It is our firm opinion that this committee should give very thorough con- 
sideration and investigation to the fact of just how much of an emergency this 
country is at present faced with. No one will argue with the position that this 
country should not mobilize to its fullest extent. However, there is over- 
whelming evidence of the fact that the rush and emergency phase of this mobili- 
zation exists a great deal more because of the fantastic predictions made by 
Government officials in high place rather than true and realistic existing facts. 
We do not see how anyone could contend that the establishment of price con- 
trols and credit controls have made any contribution toward checking high and 
rising prices and various factors contributing to inflation. It is true that con- 
sumer credit has been materially decreased, but, at the same time, inventories 
have increased by leaps and bounds, particularly in the automobile industry. 

Note should be taken of the fact that, when the Korean crisis arose and this 
Congress had up for its consideration the Defense Production Act of 1950, the 
people of this country and business in general were perfectly willing to accept 
the word of the officials that controls were necessary. As a consequence there 
was very little or no protest on the part of the public. It is quite obvious that 
this same situation does not exist today in the minds of the American people, 
most of whom now read the fantastic predictions by the same officials as though 
they were humorous jokes. 

The National Used Car Dealers Association has attempted, and continues to 
endeavor, to bring before those bureaus and offices set up by the Congress to 
administer these various controls the true facts and uncontrovertible truth con- 
cerning the effect and results accomplished through these controls as it applies 
to the used-car industry. We have been met with absolutely deaf ears. It is 
for that reason that we most sincerely hope that this committee will give most 
serious consideration to the recommendations to Congress that price and credit 
controls not be extended in connection with the sole and finance of used cars. 

If this committee should determine that it will recommend extension of price 
and credit controls, then we most earnestly urge that you adopt the recom- 
mendations made by Congressman Patman in putting specific limitations upon 
credit controls as they affect the buying of consumer products. 

We should like to discuss price controls and credit controls as they affect the 
used-car industry. 
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PRICE CONTROLS 


First of all, we should firmly establish in our minds what the Office of Price 
Stabilization is attempting to accomplish through the control of prices on the 
sale of automobiles. The purpose, and sole purpose, is to check inflation. The 
price of used cars cannot affect inflation if the supply is as great as the demand. 

Today the supply of new and used automobiles far exceeds the demands. Until 
the national emergency becomes a much greater crisis than now exists, it is sheer 
confiscation of public property for the Office of Price Stabilization to attempt 
to put specific price controls on the sale of used cars other than the limitation 
that used cars should not be sold for more than their current list price sold new. 
We only concede this limitation because of the apparent hopeless task of having 
price controls removed from new-car prices. 

Even with all of the rules and regulations now existing which hamper the 
production of new cars, yet between the period of January 1, 1951, to May 19, 
1951, our automobile manufacturers produced 238,305 more passenger cars than 
during the same period of time in 1950, which was prior to the Korean crisis. 

It is absolutely unrealistic for the situation as it exists today to be viewed 
in the same light as the condition and situation existed in 1940 and 1941, when 
emergency controls, one after another, were comng into being. The situation, 
as a matter of fact, is completely reversed today as it existed in 1940 and 1941. 
At that time automobile prices, new and used, compared to service ability, were 
at the lowest ebb in the Nation’s history. Now automobile prices compared to 
service ability are at the highest level in history. In 1940-41 incomes generally 
were at the lowest ebb in history. Now incomes are the highest ever known in 
the history of this country. From 1941 to 1946 incomes went up by leaps and 
bounds. There wasn’t much to buy, so surplus cash accumulated. The need 
for automobile transportation rose tremendously in certain sections of the coun- 
try. Supply was short, cash was plentiful; consequently, the increase of prices 
of automobiles was inevitable. 

Today prices on all of the necessities of life are at a peak. Even though 
incomes are at apeak also, living costs and taxes are so high that it actually 
makes it impossible for the average early-age wage earner to save any money. 
Consequently there is very little surplus cash in the hands of the workers. It is 
self-evident that wages cannot go higher without inevitably increasing living 
costs. Thus, under present conditions, even with what cash there is available, 
the overwhelming supply of motor vehicles on the market today makes it virtually 
impossible for used-car prices to go higher than they are at this time. Conse- 
quently there is absolutely no reason why there should be price controls on the 
sale of used cars. 

Except for the short period of demand caused by the Korean crisis when it 
first began, the prices of used cars have steadily declined since the first part of 
1948, and with the production of new automobiles continuing to gain the prices 
of used cars would have inevitably decreased whether there were controls or no 
controls. As a matter of fact, there can be no question but what the alarming 
announcements and predictions by Government officials since the Korean crisis 
began, are far more responsible for increase in prices or the holding of the line 
on prices than has been the question of short supply. Even in spite of all of 
these alarming announcements and predictions, the present prices of used cars 
and new cars also are all lower than the present ceiling prices established by 
recognized guidebooks. There is possibly one exception to this statement, that 
being the Cadillac, which is in short supply as compared to the demand due to 
the fact that the Cadillac automobile has never been set up to be manufactured 
on a fast production basis. 

It is an established and recognized fact that at least 95 percent of the present 
automobiles which have been produced are owned by the public in general. There- 
fore it is self-evident that, if a specific price control is placed on used cars, it 
either prevents the man who owns a good used car from selling if the ceiling is 
too low, or drives him into a black market, whereas the man who owns a used 
car in bad condition is tempted to sell because the ceiling is actually higher than 
his used automobile is worth. In other words, specific price control limits the 
supply of good used cars on the market, whereas it encourages and increases the 
actual market value of bad used cars. This is not a prediction by any means. 
It is a fact completely based upon experience and the history of price controls 
during the last emergency. 

The price of the new car is determined by its cost of manufacture in conjunc- 
tion with its supply and demand. In times of short supply of motor vehicles, the 
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cost of manufacture is the prime factor in determining its price to the retail 
purchaser. The price of the used car is determined by its condition at the time 
of the sale in conjunction with its supply and demand. In time of short supply 
of used cars the condition of the motor vehicle is the prime factor in establishing 
the market value and the price to the retail purchaser. 

Due to the fact that the sale of used cars is also controlled by regulation W 
administered by the Federal Reserve Board, who has seen fit to very drastically 
limit credit terms upon which motor vehicles may be sold, and have also adopted 
recognized guidebooks in establishing values, the combination thereof creates 
within itself a specific price-control system on the sale of used cars. In other 
words, there already exists specific price ceilings on the sale of used cars which 
are governed both by the regulations of the Office of Price Stabilization and by 
credit restrictions of the Federal Reserve Board. 

As we have stated before, not withstanding the innumerable predictions that 
the production of new motor vehicles would be drastically curtailed during the 
year of 1950, the production record was the highest in the history of this country. 
This tremendous volume of production has created vast inventories of motor 
vehicles upon the market today. It is only logical to assume that so long as there 
exists even a small flow of production of new motor vehicles, there would be no 
shortages on the market for an indefinite time to come, and, consequently, no 
normal reason for increase in the prices of used cars. The present depressed 
condition of the used-car market caused by these excessive inventories and the 
drastic credit restrictions, have created severe hardships and burdens on the 
worker in the lower-income bracket for several reasons. The first reason is 
that for the most part this purchaser has bought for transportation purposes 
and the utility of his car rather than for the model and luxurious use. He 
buys the latest model that he can afford. He uses it until wear and tear and 
excessive upkeep cause him to purchase another for his needs. The car he 
has been using has depreciated drastically in value as compared with the newer 
models coming out. He no longer can buy on the same credit terms upon 
which he bought the other car. The soaring increase in the cost of living and 
the low trade-in value of his old car has now made it impossible for him to 
have the means for making the down payment, yet his need for the transportation 
is just as pressing as it was before. 

It should be borne in mind that when there is a roll-back in the price of used 
ears, it is nothing whatsoever but confiscation of that amount of value in the 
public’s possession. Because of the nature of the used-car market and the fact 
that the vast majority of used automobiles are in the possession of the public, 
coupled with the fact that the used car is a liquid asset with readily marketable 
value in the hands of the owner, the decrease in price and value of used cars 
is a drastic penalty upon the public and of far greater consequence than upon 
the used-car dealer or the franchised new and used-car dealer. 

The customer buying the used car to go back and forth to his defense job is 
looking for transportation rather than style. A 1946 model may be a very low- 
mileage “school teacher’s” automobile, while a 1948 model may have been subject 
to the abuses attendant to the duties to which it was put by its owner, or to the 
abuses of a neglectful and careless owner. Specific dollar and cents regulations 
would reflect that the 1948 model would be of greater value than the 1946 model, 
whereas, the existing conditions and potential utility of the two models prove to 
be the contrary. Frankly, up to this time no one has been able to propose a truly 
practical solution to this problem in establishing price controls on the sale of used 
cars. 

It is self-evident from the conditions of the used car market today that there 
exists actually no reason for placing ceiling prices on used cars. There is no 
evidence of overspending or excess prices being paid in the purchase of used cars. 
The essential materials that they contain have already been fabricated and 
patterned for use, Consequently, there is no drawing of supply of war material 
to impede the defense effort. 


CREDIT CONTROLS 


Much of our argument which we have heretofore presented under the topic 
of price controls would apply to credit controls insofar as necessity for their 
establishment at this time in the economy of this country. We, therefore, 
should like to direct our remarks to the committee on the assumption that, in 
the event this committee does decide to recommend to the Congress that credit 
controls be extended, then the National Used Car Dealers Association most 
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earnestly requests that this committee recommend the adoption of the limitations 
prescribed by Congressman Patman in his press release on May 29, at which 
time he suggested the following safeguard should be written into the bill if it 
contains credit controls: 

“1. Credit terms for commodities covered by Regulation W shall be based 
on the maximum retail sales price as established by the OPS, with the follow- 
ing limits; 

“(a) Commodities with a ceiling price of $1,000 or less shall require down 
payments of no more than one-third and the length of repayment shall be set 
at no less than eighteen months. 

“(b) Commodities with a ceiling price of between $1,000 and $1,800 shall re- 
quire down payments of no more than one-third and the length of repayment 
shall be set at no less than twenty-one months. 

“(c) Commodities with a ceiling price of more than $1,800 shall require down 
payments of no more than one-third and the length of repayment shall be no 
less than twenty-four months. 

“(2) On all commodities covered by regulation W, trade-ins shall be considered 
a part of the down-payment requirement. 

“3. A committee composed of representatives from all industries affected by 
Regulation W shall be set up to consult with the Federal Reserve Board in 
arriving at credit terms and determining the administration of the controls. 
No rules shall be established, terms set, or changes made without prior con 
sultation with this committee.” 

We are cognizant that no part of Government should be more thoroughly 
versed in what constitutes inflation in an economy than the Governors of the 
Federal Reserve System. However, the factors actually contributing to infla- 
tion become an entirely different matter. Our point at issue here is that the 
used car must be dealt with separately and apart from other consumer items. 
No consumer item has a truly similar position in our economy to that of the 
used car. 

The used car is a readily marketable item which is tantamount in character 
to money itself. It changes ownership more times during its life than any 
other consumer item. It has at all times a ready loan and sale value deter- 
mined by each individual car itself. The model and age are only factors in- 
volved in determining the value, but far from being the only factors that must 
of necessity be considered. 

That which contributes to inflation is something that causes prices to rise in the 
economy, thus making necessary the issuance of additional currency. In a few 
words, a state of inflation is too many dollars on the one hand and not enough 
goods on the other. 

Then, we must consider, does the rising in price of used cars increase the rise 
in prices in the economy. First, let us see what other products are affected by 
the rise in prices of used cars. The rise in price in the used car does not affect 
the price of the new car, while the converse of that is true. In other words, the 
price of the new cars, in the same manner as 99 percent of the other consumer 
goods, is governed by production costs. If the price of the new car is increased 
through production costs, then the increase is of a permanent nature and supply 
and demand has nothing whatsoever to do with the increase. That type in- 
crease is the type of increase in price that contributes to inflation in an economy, 
because you have by necessity been forced to raise the price, not because the car 
was in short supply, but because of actual production costs. You will have the 
same car and transportation, but additional money has to be secured from some 
source to manufacture it. 

When the car is in its completed state it has two values. One, its true value, 
which must be based upon its life of use. That value now has been inflated 
to the extent of the rise in its production cost because its useful purpose has 
not been extended. Once the car has passed from the manufacturer to its first 
purchaser, then it develops for the first time a market value, which is no longer 
based on production costs alone, but upon supply and demand in conjunction 
with its useful value. 

If the first purchaser bought it to use throughout its life of use, he would not 
be hurt even if the market value of the car continued to rise because of short 
supply just so long as he could go back and buy a new car for a value based on 
production costs, which is the only value by which the manufacturer passes his 
product on to the market. Any increase of production cost is inflationary be 
cause you get the same transportation, which is the only thing that you buy 
anyway. 
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Now, is the rise in price of used cars inflationary and a contributing factor to 
inflation of the dollar? It does not and cannot contribute to inflation of the 
dollar. The rise in price of the used car can never be a factor calling for the 
issuance of additional currency. The price will rise as the supply diminishes, 
but the price will never find a market where it exceeds the transportation value 
of the vehicle, as this value can only be properly determined by the three indi- 
viduals involved, the seller, the purchaser, and the person financing the trans- 
action. 

When a purchaser buys a used car, he has done nothing but changed his 
money into a useable item. It takes currency out of circulation and reduces 
purchasing power. We must bear in mind that market value is a true value 
and the most inflationary act any economy can do is to try to create a false 
market value. The transportation value of the used car truly and soundly is 
much higher and continues to be higher as supply and useful value diminish. 
We must not confuse the effects of a rise in market value with the effects of a 
rise in price in manufacturing or production costs in bringing the item into 
useful being. The latter is inflationary and does contribute to inflation in 
the economy. 

We must bear in mind that about 99 percent of all consumer items have a 
market value which is based on actual production costs. Any rise in cost to 
bring the item into being without compensationg value of use is inflationary. 

When used-car prices were referred to as being highly inflated in 1947, this 
did not mean inflation of a dangerous character to the economy of the country, 
even though at one time good 1941 models were selling in excess of new 1946 
models. What was a highly inflationary factor that did effect the economy was 
the increase in price of the new 1946 models over the new 1942 models. This 
increase was almost double and was a forced increase not by supply and demand, 
but by production costs. A car is today a necessity for the average man. He 
must buy according to his ability. The institution of credit terms does not 
decrease the demand but for a very short period. It only diverts the demand, 
which very quickly finds its status and continues its course in the market with 
credit controls having actually no effect whatsoever. 

It would seem to us that, with recognizing the fact that great surplus of 
money is being poured on the market and, with used cars as a necessity, it would 
be far more logical to leave credit terms whereby the purchaser could be using 
this surplus to buy needed transportation rather than having him either divert 
this surplus into channels which directly affect production costs or save for a 
day when this purchasing power can be even more devastating to our economy. 

It is the position of the National Used Car Dealers that, even if the Governors 
of the Federal Reserve System do contend that the increase of prices of used 
ears does contribute to inflation in the economy, there was no necessity for the 
imposition of amendment No. 1 reducing credit terms on the sale of used cars. 

With the outbreak of the Korean War, for a period of 10 days there was a 
sharp increase in the price of 1950, 1948, and later models, but not so as to 1949 
models. Then, for 10 days in July, there was a sharp decrease in 1950, 1948, 
and later models. Then, with our war picture getting darker and full war 
looking more certain and freezes being predicted, the price of 1950 models 
soared to new highs until about the end of the first week in August. The 1948 
and later models rose some but not nearly so sharply as the 1950 model. With 
the military picture looking much brighter, 1950 models began a very sharp 
decline in price, which continued up to the announcement of regulation W being 
put into force. Then the prices went up, but very little, during the interim 
marked by the announcement of the terms and their effective date. The same 
applied to 1948 and later models. After the terms became effective in mid- 
September, all models continued to fall in price until mid-October, at which 
point the price levels of all models were below any price level to which they 
had reached any time during the year. 

The above facts prove one thing, that the institution of amendment No. 1 
was unjustified insofar as the sale of used cars was concerned. 

The biggest reason why credit and price controls can never be effective in 
regulating the price of used cars, when they are in short supply, is that the 
market price is no longer set by the automobile dealer. It is set by the public 
who owns all but an infinitesimal number of cars on the market. There is no 
way to control price of an essential item in short supply when that item is in 
the hands of the consumer himself. Unfortunately, the automobile is both 
essential and is a marketable item of an entirely different nature than any 
other used consumer goods. 
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Many subterfuges were resorted to between individuals upon the sale and 
financing of used cars during the last period of short supply primarily because 
of income taxes rather than other controls. With all the controls in full force 
anf effect, the price of used cars steadily rose from the latter part of 1943 up 
until their useful life no longer existed. During the year of 1946, 1942 model 
ears rose beyond the list price of 1946 new cars. However, with increasing 
supply and diminishing life, the 1942 model steadily lost ground from the first 
part of 1947 until the first part of 1948, when it had a slight increase, which 
was quickly over and the downward trend started again, which continued 
until the institution of amendment No. 1, which caused its price to rise appre- 
ciably, and up to this time is still holding its own even though its normal life 
will expire next year. 

It is a conceded fact that most of the purchasers of used cars are composed 
of the middle- and low-salaried class. Credit controls divert their purchasing 
power to the older and cheaper car which in turn, due to demand, increases the 
market price. Soon it will become an even more serious problem for this group 
because the average life of an automobile is 10 years. Next year will wipe out the 
average life of the prewar car. The postwar car has only about one-half of its 
life spent. The manufacturers’ price was almost double that of the 1939 when it 
was sold new. In 1949, 9-year-old used car prices were equal to 1-year-old used 
ear prices in prewar years. To force this group above-mentioned into this 
market just eliminates his purchase of the car because of price and restricted 
terms. Actually, one can readily see that, with the life of used cars on hand, 
even if supply stopped, it would be 5 years before these cars began to exhaust 
their life of usable value. 

Certainly in the absence of rationing it is only fair to conclude that this group 
shall be permitted to receive an equal break in purchasing the remaining 
transportation value of these vehicles. 

Since our hearing before the “watchdog committee” on December 11, 1950, 
we have been gathering statistics to bolster our contentions set forth in our 
petition and brief with particular emphasis on the fact that the prices of older 
model cars have had an abnormal increase in price since amendment No. 1 to 
regulation W caused by the purchasers in the lower-income bracket being forced 
to buy the prewar type of automobile because its price was and is about the only 
one they are able to purchase under the allowed 15 months terms. Thus, the 
demand for the prewar and older model cars has been heavily increased, which 
has driven the price up on the old model such as the 1941 and 1942, whereas the 
new models have declined rapidly from the price that existed when regulation W 
was originally put into effect. We seek also to add strength to our position to 
prove as accurately as possible that many of this group have been eliminated 
from the used-car market entirely. 

We mailed out questionnaires to automobile finance companies throughout 
the country, together with other requested data from the entire membership 
of the National Used Car Dealers Association. 

And from these statisics we arrived at these conclusions : 

(a) The amount of down payment today on prewar model cars is somewhat 
above in dollars what it was prior to the October 15 amendment, but percentage- 
wise it is somewhat lower, as prior to the amendment the average down pay- 
ment amounted to approximately 50 percent of the purchase price, whereas, today 
the down payment on these prewar cars is 3314 percent, yet in dollars it is 
more than when the amendment was put into effect. 

(b) The deferred balance on prewar cars today averages between $50 to 
$100 more than the deferred balances carried on these cars prior to the October 
15 amendment. 

(c) The terms required on prewar cars on contracts prior to the October 15 
amendment averaged between 10 and 12 months, whereas today they average 
the maximum allowed of 15 months to pay out. 

All of these unhealthful conditions are the direct result of the greater part of 
the buying market for the used car, of having been forced to buy the old-model 
car, aS well as a great portion of them being driven from the market entirely. 

With the mobilization effort being stepped up and the car becoming more and 
more essential to the wage earner and defense effort, and with the cost of living 
continuing to rise, and with additional taxes being imposed on the wage earner, 
this condition is becoming a menacing problem to the very backbone of this 
Nation—its workers and their ability to produce. 

The only thing that these restrictive terms have accomplished is to divert the 
market, creating a hardship on that group of American citizens who can least 
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afford the additional burden. That burden is steadily becoming more acute, 
and, unless Congress recognizes this situation and acts to correct it, the results 
can be more than just critical. 

We should like to call the committee’s specific attention to particular testimony 
given at the hearings before the Joint Committee of Defense Production Decem- 
ber 6-11, 1950, inclusive, parts of which we here take the privilege of quoting. 

(1) The American finance conference, made up of 350 companies and approxi- 
mately 1,300 home and branch offices throughout the United States (p. 161): 

“* * * The installment seller or credit agency always relates the amount 
of the debt and the rate of repayment to the income of the debtor. The average 
installment buyer knows, as does the creditor, that he cannot pay out more than 
25 percent of his gross monthly income upon installment contracts. Further- 
more, the debtor himself knows the limit of his ability to pay his obligations 
and rations his debt accordingly. Translated into terms of the average install- 
ment buyer’s thinking, this means that he cannot pay upon his total installment- 
contract obligations more than a week’s wages. 

“And what is this weekly wage at the present time? According to data com- 
piled by the United States Labor Statistics, in August of this year, the average 
weekly earning of the employees in all manufacturing before taxes was $60.28. 
For durable goods section of that group this average was $64.09, and for the 
nondurable goods group, the average was $55.78. Under existing rates at least 
$5 per week of this total goes for taxes. 

“The time sale delivered price of the average low-priced new car ranges from 
$1,800 to $2,000 including insurance cost and finance charge, depending upon the 
section of the country in which the unit is sold. (Higher prices prevail on the 
Pacific coast because of freight cost.) If we take the $1,800 figure and deduct 
therefrom the one-third down payment of $600 and require that the balance of 
$1,200 be paid in 15 months, the minimum monthly payment is $80. 

“In terms of the current prices of automobiles, these facts mean that the 
average industrial worker cannot meet the monthly payments of from $80 to 
$100 per month required to purchase even the lower priced new cars under the 
present 15 months limitation on credit, since the average industrial worker now 
earns approximately $55 per week after taxes. 

“Such a payment would require 14%4 weeks’ income of the average industrial 
worker, and this he cannot pay while taking care of his other family obligations. 

“Therefore, the practical result of the regulation is that this industrial worker 
has to grade downward materially the quality of the automobile transportation 
purchased, in order to buy cars which will fit into his ability to pay his monthly 
payments. The data already submitted to your committee by dealer groups 
show that this change has been taking place. The data on sales finance company 
operations confirm the trend also.” 

(2) The Honorable John A. Carroll, Representative from Colorado (pp. 
164-165) : 

“T realize that this is a very difficult problem to resolve to the satisfaction of 
everyone concerned. However, this regulation so directly involves the livelihood 
of many thousand of employees in the automobile industry that its effects should 
be given the most careful consideration by this committee. I am confident that 
you will give full and fair attention to the statements of Colorado automobile 
dealers in your work on this problem * * *.” 

(3) The Honorable Henry C. Dworshak, United States Senator from Idaho 
(p. 162) : 

“T am sure members of this committee, during this hearing, have heard various 
aspects of this problem discussed fully; so I shall not go into detail. 

“However, I do want to stress that it seems entirely unjustifiable to invoke 
controls which will cause dislocation in the automobile industry, beginning at 
the factory and going through the dealers to the ultimate purchasers of these 
cars, both new and used. 

(4) The Honorable Homer E. Capehart, United States Senator from the State 
of Indiana, in questioning Walter Wilson, president of the National Used 
Car Dealers Association (p. 145): 

“Senator CAPEHART. You recommend straight 24 months, rather than what 
these gentlemen recommend? 

“Mr. Witson. The recommendation is here, and I shall read it * * * .” 

“That the following paragraph be added to section 709 of the Defense Pro- 
duction Act of 1950: 

“*Provided, however, That the installment terms on the sale of used cars shall 
not be made more restrictive than one-third down payment on the sale price 
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und 24 months to pay the balance, provided that the installment terms shall never 
be made so restrictive so as to affect the ability of the low-income group to 
purchase said used cars on installment basis. That said price controls as 
authorized in said act shall never apply to the sale of used cars.’ ” 

(5) vines oe Chet Holifield, Representative from the State of Califor- 
nia (p. - 

“Many of our cars in the past were sold to the workers out there on 24- and 30- 
month payments, and it has been successful. It is an established practice among 
industrial workers to buy on a 24- to 30-month basis, so if a fair adjustment 
could be made I believe it would alleviate for the time being the hardships that 
are being caused in most instances, and it would also give the workers a chance 
to buy automobiles to get to and from work, which is absolutely necessary in 
these areas where they do not have public transit facilities, as you have in the 
eastern cities. 

(6) The Honorable Ralph Harvey, Representative from the State of Indiana 
(p. 28): 

“* * * My purpose in reciting these figures to you is not merely to sub- 
stantiate the fact that the retail automotive business is suffering a severe curtail- 
ment of its activities. That fact is well known and indisputable. I am more 
concerned with the hardships apparently in store for the motoring public and for 
the many commercial activities whose welfare is closely identified with that of 
the great automotive industry. 

(7) The Honorable Wright Patman, Representative of Texas, while ques- 
tioning Senator Dworshak of Idaho (pp. 162-163) : 

“* * * Senator, I would like to make one observation, since you are so 
interested in this. 

“We have discovered that the Federal Reserve Board, at least I am convinced, 
has acted arbitrarily in absolutely refusing to carry out a clear and unmistak- 
able mandate of Congress. 

“We wrote into this act, section 709 of the Defense Production Act of 1950, 
a provision that before these credit restrictions would be imposed, that the 
people affected and involved would be consulted. 

ae * Then we look into the Federal Reserve Board and we find for 
obisitiicaban purposes they are under no obligation to the Congress. They 
tell us to just go anywhere they want to. It is only in cases where amendments 
to the law are involved that they have any reason to be interested in what 
Congress is doing. 

“They are not connected with the executive department of our Government. 
They have finally—I don’t say, wiggled themselves out; they didn’t do it; they 
might have had something to do with it; but Congress permitted the Federal 
Reserve Board to get out from under either the legislative, the executive, or the 
judicial branches of our Government. They are not under any one of them. 

“They can do what they want to. They are not directly or indirectly responsible 
to the people, as they should be in a democratic country. That is due primarily 
to the fact that back when our national debt was probably $20,000,000,000, and 
the Secretary of the Treasury wasn’t even attending the Federal Reserve Board 
meetings, and neither was the Comptroller of the Currency, somebody suggested, 
‘just take them out,’ and they were taken off, without any objection, without any 
debate in either the House or Senate. 

“Now we have a national debt of $260,000,000,000. It occurs to me that some- 
body should be on that Board who is directly responsible to the people, in that 
they are selected by the President, who is elected every 4 years, and he is 
obligated to the people. 

“Commencing in January, I am going to give some attention and thought, 
and I hope you do, to changing this Board. I don’t know whether there should 
be a majority that is directly responsible to the executive and legislative branches 
of the Government or not. Possibly a majority should be with the Federal 
Reserve Board; say, four, but three certainly should be directly responsible to 
the Congress and the President of the United States. 

“The greatest power of all is not in the Federal Reserve Board, as such. It 
is in the Open Market Committee, as you know; and the Open Market Committee 
is composed principally or at least a large number of them, of a membership 
of the private banks; people selected by the private bankers, who are interested 
in commercial banking, as distinguished sometimes from an interest they would 
consider purely public interest. 

“That Open Market Committee should be looked into as well as the Federal! 
Reserve Board, because the attitude of the Federal Reserve Board in this is just 
a sample of what they will do. 
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“Tf they will right here, on the first jump, just defy Congress, and do some- 
thing that is clearly in opposition to what Congress said, there is no telling 
what they would do if they had the power. 

“So now is the time to stop them and do something about this Board, and 
especially the Open Market Committee. 

“T hope you give some consideration to that, Senator. 

“Senator DworsHAk. I share your sentiments along that line, Congressman 
Patman. I think it would be a very inappropriate time to permit this Board, 
or any other executive agency in the defense to defy any mandate of 
Congress * * *.” 

(8) Walter P. Reuther, president, United Automobile Workers, CIO (pp. 
53-54) : 

“* * * The Federal Reserve Board move on the little fellow with its 
regulation W and they price him out of the market, and that is supposed to be 
the method by which they minimize the amount of purchasing power, the amount 
of consumer credit, and therefore they will alleviate some of the pressure on the 
cost-of-living index. 

“Representative Brown. I made the statement yesterday that if you made it 
18 months instead of 15 months, I did not think that it would affect inflation at 
all. What do you think about that? 

“Mr. ReutTHER. Of course it would not. The point is that if a fellow buys a 
ear, and he pays down say, $200, and he has got, let us say, $1,800 to pay—let 
us just use those figures. If he pays it off over a period time, while he is making 
those payments that is eating up his purchasing power. That is not inflationary, 
and the real measurement is how much more purchasing power does the absence 
of regulation W permit to come into being. It is 2 percent, and that 2 percent 
is not an important factor, and that is why I want to point out to you that while 
the Federal Reserve Board puts on consumer credits in the form of regulation W 
and regulation X on housing, they do not put on bank credits, and bank credits 
are the source of the real pressure with respect to causing higher prices. 

“The whole idea is wrong, and these fellows ought to be made to understand 
it is basically incorrect. 

“Senator CAPEHART. There is no question but what they did eliminate the man 
on a limited income from buying an automobile. That is as obvious as my big 
nose. 

“Mr. RevutHeEr. I think 18 months is too short. I do not know why you cannot 
go back to 21 months. The point is you are dealing here with an essential 
commodity the people need. They are not luxuries, 

“Senator CAPEHART. That is why I was opposed and wanted to eliminate regula- 
tion W after World War II.” 

In concluding this argument, we should like to emphasize the fact that with 
these short terms becoming increasingly burdensome to the groups of our citizens, 
that this honorable committee should in all things separate the consideration of 
the sale and financing of used cars from all other commodities, and that specific 
limitations be placed on credit controls. 


SMALLER BUSINESS ASSOCIATION OF NEW ENGLAND, INC., 
Boston, Mass., June 4, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Senate Committee on Banking and Currency, 
Senate Office Building, Washington 25, D. C. 

My Dear Mr. CHAIRMAN: The Smaller Business Association of New England 
wishes to take this opportunity of presenting its views on small-business amend- 
ments which have been proposed to be added to the Defense Production Act 
amendments of 1951 now pending before the Senate Committee on Banking and 
Currency. We requested permission for members of this association to appear 
before your committee. However, limitations of time and your already-filled 
schedule made granting this request impossible. Representing many hundreds 
of businessmen throughout New England, this organization, through its officers 
and board of directors, has many times before in the past 14 years appeared 
before legislative committees of both the Senate and the House and is, we feel, 
well known to you. 

The Smaller Business Association of New England heartily supported section 
701 of the \tefense Production Act of 1950 and hoped that the general language 
stating ‘" « intent of Congress in the field of small business would bring some 
order « f chaos and would assist us during the defense effort. Our experiences 
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in early World War II days made us skeptical of the sort of general provisions 
of section 701 and we feared that no real program would be evolved so long as 
there was no definite responsibility on any agency to take concrete action. The 
past 8 months prove, we feel certain, that our fears were well-founded. While 
some helpful innovations have been instituted for informing the small-business 
man of features of the defense and mobilization program of interest to him, no 
active assistance measures have been established, however, on an over-all basis. 

Moreover, we feel it is beyond question that the impact of the defense effort 
on small, independent business has been terrific. The ogre of material shortages 
has been with us for many months and this peril has been doubly compounded 
by the lack of any significant flow of military contracts to the smaller segments 
of each industry. Testimony before the Senate Small Business Committee on 
both material shortages and the military procurement program delineate in 
sharpest tones these twin threats to the continued existence of a most important 
segment of our economy. 

For these reasons, we of the Smaller Business Association of New England 
wholeheartedly support the amendment to S. 1397 offered by Senator Sparkman, 
chairman of the Senate Small Business Committee, for himself and other Sen- 
ators. At this time, we see no alternative to the establishment of a Small Defense 
Plants Corporation which would combine in one place the various assistance 
programs which have been set up helter-skelter throughout the executive agencies. 
This Corporation would also have a firm congressional charter giving it some 
real authority in lieu of the strictly advisory and lower-echelon positions now 
occupied by small-business advisers. To date, the implementation of Secretary 
of Defense Marshall’s letter on “broadening the base” of military procurement 
has been almost negligible, but with the advent of a Small Defense Plants Cor- 
poration, real participation in the rearmament pregram by small business would 
begin. 

Parenthetically, may we state that we are, and have always been, opposed to 
unnecessary Government spending. We do not wish to burden further the 
taxpayers of the Nation, but we are firmly convinced that the net cost of the 
Smaller War Plants Corporation would be minute compared to the results it 
would achieve. In the first place, a provision in the amendment before you 
directs that Federal personnel now engaged in functions which would be assumed 
by the Small Defense Plants Corporation be removed from those duties to avoid 
any duplication or overlapping of tasks. It is our conclusion that the consolida- 
tion of small business budgets now sought by the individual departments and 
agencies would adequately staff and operate such a Corporation. 

Secondly, the effective utilization of all existing facilities in war and essential 
civilian work would remove much of the present demand for direct loans, certifi- 
eates of necessity, and the like which call for the expansion of larger concerns at 
the very time that many thousands of smaller firms find their facilities standing 
idle and some are even facing bankruptcy through shortages of material, adequate 
financing, or war contracts. The saving in this field would not be insignificant. 
At the same time, established small operators would protect their investments 
and retain their vital role in a vigorous, competitive free-enterprise system. 

A third factor decreasing the net cost of a Small Defense Plants Corporation 
would be the reduction in cost of military purchases brought about by the 
presence of keen competition of smaller business to compete with those now 
regularly receiving rated contracts. 

Therefore, we feel that the cost of the Corporation would be small in view 
of the important role it would assume. 

In closing, may we repeat that the times demand prompt action to meet the 
threats inherent in the present situation, and we feel that the establishment of a 
Small Defense Plants Corporation would go farther toward guaranteeing healthy 
small-business enterprises than any other single measure and at the same time, 
would materially aid the Nation in preparing itself to meet Communist aggression 
anywhere in the world. 

We would be most grateful if you could include this letter in the record of your 
committee’s hearings on §S. 1397. 

Very truly yours, 


Howarp D. WILLIAMS, President. 


Norice: This report was mailed to all members of the chamber 5 days before 
this meeting and copies were also placed in the hands of each member attending 
the meeting, when opportunity was given for discussion. The vote thereon, there- 
fore, can fairly be said to represent the opinion of the entire membership. The 
meetings of the chamber are attended by three or four hundred members. 
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CHAMBER OF COMMERCE OF THE STATE OF NEW YORK 


At the regular monthly meeting of the Chamber of Commerce of the State of 
New York held January 4, 1951, the following report and resolutions presented 
by its committee on law reform were unanimously adopted: 


THE NEED FOR APPEALS UNDER THE DEFENSE PRODUCTION ACT 


To the Chamber of Commerce: 


The committee on law reform offers the following: 

The Defense Production Act of 1950 properly grants to the President a great 
many extraordinary and special emergency powers which he may exercise and 
delegate to various officers, agencies, and corporations of the Government. 

Under this legislation the Government has the authority (1) to allocate 
materials and facilities and to establish priorities thereto; (2) to prescribe anti- 
hoarding regulations; (3) to requisition supplies, equipment, materials, or 
facilities essential to the national defense; (4) to establish price and wage ceil- 
ings; (5) to regulate consumer and real-estate credit; and (6) to provide for 
the expansion of productive capacity and supply. 

In effect, the powers vested in the President by the Defense Production Act 
give our Federal Government control over virtually our entire economy. 

Furthermore, the economic mobilization powers granted by the act may very 
likely remain in effect for a considerable period of time. At the moment no com- 
petent observer visualizes an early termination of the emergency with which we 
are confronted. A high state of preparedness or actual war may well be our way 
of life for generations. 

To the present time the imposition of economic controls authorized by the 
Defense Production Act has been on a relatively limited scale. The main impact 
on the economy has been in the field of credit and in the allocation and conser- 
vation of certain basic materials. But current events on the international scene 
strongly suggest that the imposition of such controls will be both expanded and 
accelerated. One is inclined to regard as an understatement the disclosure of 
Mr. Symington that the shift is from a light-gray to a dark-gray mobilization. 


The act fails to provide for adequate appeals machinery 


Despite the scope and magnitude of the controls authorized by the Defense 
Production Act, none of the administrative actions taken pursuant to the act 
are, by law, subject to any form of judicial or other type of review, except those 
powers relative to price stabilization,’ and there is no general provision for the 
establishment of appeals procedures. 

Normally, administrative actions, with certain exceptions, are subject to the 
provisions of the Administrative Procedure Act. This act, adopted in 1946, was 
designed to afford parties affected by administrative actions a means of knowing 
what their rights are and how they may be protected against what they may 
believe to be arbitrary action. The act provides an opportunity for interested 
parties to be heard in conjunction with administrative rule making, and it also 
provides for administrative and judicial review for persons suffering legal wrong 
or who are adversely affected by an agency action. 

The Administrative Procedure Act, however, is not applicable to administra- 
tive action taken under the Defense Production Act. Section 709 of the Defense 
Production Act provides that “The functions exercised under this act shall be 
excluded from the operation of the Administrative Procedure Act (60 Stat. 237) 
except as to the requirement of section 3” thereof.” 

Essentially, the Administrative Procedure Act is a peactime measure, It 
was designed to cover normal, rather than emergency actions of the Government. 
Consequently, the committee on law reform believes it quite proper that the act 


1Sec. 407 of the Defense Production Act provides for administrative review in connec- 
tion with price orders. Sec. 408 outlines the procedure and scope of judicial review re- 
garding price orders. In providing for judicial review of price regulations Congress 
adopted, practically verbatim, the method evolved under the Emergency Price Control 
Act of 1942. 

2 Sec. 3 of the Administrative Procedure Act calls for agency publication of information, 
rules, opinions, orders, and public records. 


83762—51—pt. 3-46 
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should not be made applicable to functions exercised under the Defense Production 
Act. The formal requirements pertaining to administrative rule making and 
judicial review as outlined in the Administrative Procedure Act might unnec- 
essarily impede or obstruct the economic mobilization and national defense effort 
during this emergency. 

The committee wishes to emphasize, however, that while it concurs in this 
exclusion of the Administrative Procedure Act as a practical necessity, it believes 
that the act should provide for some alternative and workable procedure for 
appeals. 


Necessity for appeals procedures 


Under the broad grant of authority of the Defense Production Act, extraor- 
dinary powers will be exercised through agency orders, regulations, and dis- 
cretionary decisions of administrators. 

It is inconsistent with our fundamental principles of government that invid- 
uals and parttes affected by such actions should not be afforded proper and 
adequate rights of appeal. 

The House Judiciary Committee, in a 1939 report dealing with administrative 
procedures, commented : 

“The governors shall be governed and the regulators shall be regulated, if our 
present form of government is to endure.” 

We believe this principle to be no less valid in critical times such as the present. 
Even courts martial are subject to review. 

Experience well indicates, however unfortunately, that even in relatively nor- 
mal times the delegation of substantial power to the executive branch of the 
Government frequently results in cases of hardship and inequity among those 
directly affected by administrative actions. Recognition of this fact was un- 
doubtedly a contributing factor to the enactment of the Administrative Procedure 
Act. 

The committee regards as highly significant the following quotation from a 
1945 report of the War Production Board: “The burdens imposed by War Pro- 
duction Board orders cannot fall with equal weight upon all who are affected 
by them. To obtain maximum fairness possible in the administration of the 
work of the Board, a formal appeals mechanism permits those who feel that a 
Board order imposes undue or excessive hardship upon them to request relief.” 

Under the pressure of the present emergency, and in the exercise of the broad 
powers given the Chief Executive, it is inevitable that cases of hardship or 
inequity will be greatly increased. 


Examples of hardships and inequities 


Several examples may be cited to show the manner in which legitimate appeal 
cases May arise out of administrative actions taken under the Defense Production 
Act. 

Suppose an order is issued in an endeavor to conserve vital materials, restrict- 
ing manufacturers of a certain civilian item to 60 percent of the amount produced 
in a given base year. One of these producers had a prolonged strike, or other 
emergency, during the base year with resulting subnormal production. Obviously, 
the limitation order would affect him adversely and unfairly. His opportunities 
for relief would be greatly enhanced by the existence of some formal appeal 
machinery. 

Or, assume an order were issued specifying that future plant construction was 
limited to $5,000, unless otherwise approved. An application for a plant addi- 
tion in excess of the $5,000 limit is denied. It is the applicat’s opinion that the 
essentiality of the services to be performed warrant the use of construction 
material and labor. 

From the viewpoint of equity, as well as of the national interest, the applicant 
should have the opportunity to know the facts supporting such administrative 
action, and an opportunity to present reasons and facts supporting his position. 
Such presentation and argument not only will satisfy the applicant, but may 
well assure the eventual correctness of the administrative action. Without a 
proper appeals procedure, this may be virtually impossible. 

Similar cases may arise regarding the granting of export licenses, the authority 
to requisition facilities and equipment, the granting of material priorities, the 
regulation of imports, and in unmerous other instances. 


Statutory requirements needed for appeals procedures 


Where administrative action rests mainly, even though necessarily, on arbitrary 


decisions of administrators, the desirability of formal appeals procedures is most 
apparent. 
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In the absence of formal appeal channels it is exceedingly difficult if not 
impossible, for an individual to find his way among the maze of agencies or to 
locate the particular officer or employee in any of the agencies with whom a 
particular problem or complaint may be discussed with a view to settlement. 

The committee believes it pertinent to point out that the establishment of 
appeal machinery is not only essential for those affected by agency actions and 
orders, but it is also of great value to those administering the law. Individuals 
associated with war agencies during the last war acknowledge that information 
derived from the appeal cases was invaluable in the formulation of subsequent 
orders and actions, particularly with the view of keeping inequities at a minimum. 

It is probable that we may be in a high state of preparedness—without actually 
being engaged in a global war—for a considerable period of time. This being 
the case the Defense Production Act must be viewed as being semipermanent 
legislation ; and we must assume that the main provisions of the act will probably 
be reenacted at the expiration dates, so long as the emergency persists. 

In view of this, and with consideration of the extent and the broad implication 
of the vast powers granted to the President under the act, the committee on 
law reform believes it highly desirable that these be incorporated within the 
act itself some statutory mandate for formal appeals procedures. Should we 
suddenly be confronted by total war, the existence of this statutory requirement, 
if properly drafted, need in no way impair the war effort. 

The objective should be to gain the maximum fairness for those affected by 
administrative action, with minimum interference of the mobilization effort. 


Some special considerations 


While it is not the committee’s proper function, nor is the committee in a 
position to outline the precise details of such an amendment to the Defense 
Production Act, nevertheless the committee believes that there are several 
important aspects which should be considered by those responsible for drafting 
such legislation. 

1. Administrative orders or actions on matters requiring secrecy.—lIt is ap- 
parent that there may well be certain administrative actions in which the element 
of secrecy or overriding national interest dictate in good faith that they be 
excepted from formal appeals procedures. During the last war, for example, 
many overriding priorities were granted for the Manhattan project, and quite 
properly the administrators made no attempt to justify their action in hearings 
or appeals procedures. 

While administrative actions falling in this category may be relatively few, 
legislation dealing with appeals procedures should be flexible enough to permit 
their being handled in a different manner than that prescribed for formal appeal 
or review procedures. 

2. The matter of “stays” of an order or action.—It is also the opinion of the 
committee on law reform that administrative orders, regulations, and decisions, 
issued under the Defense Production Act should in no way be held up or stayed 
pending appeals by parties affected by such action. Prompt action is paramount 
in a period of national emergency. This should not impair, however, the right 
of appeal, but it would prevent such appeals from impeding the over-all 
mobilization effort. The important consideration is that one who feels that he 
has been unfairly affected should have the right to a formal hearing, where a 
complete record would be made, on the basis of which administrative or other 
action could be taken to modify or change orders or executive actions that 
are shown to have been faulty or unfair or which otherwise work unnecessary 
hardships and inequities. 


A recommendation 


By way of summary and recommendation, therefore, the committee on law 
reform suggests: 

1. That the Defense Production Act be amended to provide for formal 
administrative appeals by those who feel aggrieved by orders or administra- 
tive decisions arising out of the exercise of powers delegated to the President 
by the Defense Production Act. 

2. That the amendment permit of some flexibility so that orders or de- 
cisions affecting matters of high secrecy or overriding national interest may 
be exempted from the formal appeals procedure, or dealt with specially. We 
suggest that the act confer on the President the responsibility of making 
such exceptions. 
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3. That the act direct the Chief Executive to establish an administrative 
appeals procedure and mechanism as part of the organization of each of 
the various agencies or corporations that are created, or directed, to admin- 
ister the several functions authorized by the Defense Production Act. 

4. That the amendment to the statute expressly state that, while such 
appeals shall not “stay” an order or the execution of an order, nevertheless 
appeals should be heard without delay so that findings arising therefrom 
may be used to modify unfair of faulty orders or decisions to eliminate 
unnecessary hardships and inequities. 

Because of the great variety and complexity of the matters dealt with in the 
Defense Production Act, the committee believes that it is impossible to spell out 
by legislation the specific details of the proposed appeals procedure. The com- 
mittee suggests, therefore, that the national interest and the requirement of 
equity and fairness will best be served if the amendment to the Defense Pro- 
duction Act be limited to a declaration of legislative intent, and that the actual 
formulation of emergency appeals procedures be the responsibility of the execu- 
tive branch, which is charged with carrying out the mandate of the act. 

We suggest for the consideration of the executive branch the possibility that 
there be established in the Office of the President an Emergency Appeals Board 
which would have the specific responsibility of formulating the rules and regula- 
tions and procedures which should govern the form and content of appeals which 
may be taken under the various orders and decisions issued on authority of 
the act. 

Now, therefore, be it 

Resolved, That the Chamber of Commerce of the State of New York endorses 
this statement on the need for appeals under the Defense Production Act; and 
be it further 

Resolved, That this statement and resolution be sent to all Members of Congress. 

Respectfully submitted. 

Wittram M. CHaApsourNe, Chairman, 
MatTrHew G. Ety, 
AvucustT IHLEFELD, 
JOHN M. MONTSTREAM, 
BEVERLEY R. ROBINSON, 
Woo.sey A. SHEPARD, 
BRONSON TREVOR, 
Committee on Law Reform. 
Rosert L. HAMILy, President. 

Attest: 

B. Cotwett Davis, Jr., 
Executive Secretary. 
New York, January 4, 1951. 


STATEMENT OF EDMUND F’. WAGNER, REPRESENTING THE COMMERCE AND INDUSTRY 
ASSOCIATION OF New YorRK, INc. 


My name is Edmund F. Wagner. I am chairman of the property owners com- 
mittee of the Commerce and Industry Association of New York, Inc., and presi- 
dent of the General Realty & Utilities Corp. 

At the outset I wish to make it clear that my appearance here, recommending 
certain amendments, is not to be construed as approval of rent-control legisla- 
tion. In the past we approved such controls as an emergency measure during 
the housing shortage. Our industry has struggled for existence in the strait- 
jacket of a most inequitable regulation for the past 9 years. Speaking only 
as to the conditions in the metropolitan New York area, we need only refer 
to the real-estate sections of the Sunday papers to find page after page of 
apartments for rent at rentals consistent with current costs of construction 
and operation. 

We do not deny that families in certain categories are encountering difficulty 
in finding apartments. But this only indicates that there is a shortage of 
housing at uneconomic, bargin rates in controlled housing. I might also add 
that both commercial and residential rents are controlled in New York under 
State law, and I would not now be appearing here excepting for the fact that 
this bill presents the possibility of the Federal Government superseding the 
State. Where there is State control there should be no conflicting legislation by 
the Federal Government. 
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Without taking a position of approving this legislation, we must of necessity 
address our remarks to the bill now before you. Hereafter are given the salient 
provisions which should be contained in this bill if it is to provide for equitable 
treatment of the rental housing industry. 

I. A minimum annual return of 6 percent on capital value should be allowed. 
Depreciation at a minimum of 2 percent on the value of the building should be 
allowed. Such a provision is not in the bill—but it should be. 

II. Allow rent adjustments which will compensate owners for increased cost 
of operation and maintenance since the maximum rent date. This provision 
is now in the bill. We would suggest that it be made clear that real-estate 
taxes are included in costs of operation. 

III, Allow landlord and tennant to enter into voluntary rent-adjustment agree- 
ments with a ceiling at 15 percent. This has been allowed in prior Federal laws 
and is now permitted under the New York law. No similar provision is in this 
bill ; we believe it should be. 

IV. As presently written (p. 18, line 24 et seq.) rents would be rolled back 
to the level of January 25,1951. In our State it is permissible to receive increases 
in rent where the tenant agrees voluntarily, and the owner provides increased 
services and/or new facilties, and gives a 2-year lease. Should the provisions 
in this bill rolling back rents be enacted, the following would result. 

(a) Owners who had made substantial expenditures for new facilities, 
relying largely on the higher rent to cover the cost, would be severely injured. 
(bd) Tenant would have a 2-year lease with all benefits thereunder while 
the quid pro quo—the rent increase—would be denied the owner. 
This is a most inequitable provision. We recommend that it be changed to 
provide that rents lawfully collectible on the date of enactment be allowed to 
stand. 

V. Rents of new housing units (created after February 1, 1947) would be 
subject to control for the first time under this bill (p. 18, line 17, et seq.). 
Builders who were encouraged to provide new housing by the incentive of non- 
control—which incentive was provided by Congress when it specifically excluded 
new construction from control, and rightly so—would be penalized for taking 
Congress at its word. We realize all laws are subject to amendment, but here 
we have a situation where Government offered certain inducements to obtair 
badly needed housing and after achieving the goal withdrew the inducement. 
We believe these units should continue to be exempt from control. 

VI. We oppose control of rents for business accommodations. Our association 
appeared before the Senate Banking and Currency Committee in 1944 when a 
similar proposal was under consideration. At that time we held that conditions 
did not warrant the enactment of such a proposal. We were officially at war at 
that time, yet the committee agreed commercial space should not be controlled. 
If conditions then did not justify Federal rent control, certainly there can be no 
excuse for inaugurating such controls now. We are opposed to Federal control 
of rents for business accommodations, and I again direct your attention to the 
fact that they are controlled in New York State. As to other areas, it should 
be left to the locality to decide if and when steps should be taken. 

In developing this statement, we were at all times aware of the tremendous 
responsibilities and problems of the Congress. We have sought to be construc- 
tive and moderate, while at the same time giving full expression to our honest 
opinions and convictions. 

On behalf of the Commerce and Industry Association of New York, Inc., and 
for myself personally, I want to express appreciation for your courtesy in allow- 
ing the presentation of our position. 

Thank you. 


STATEMENT OF COMMERCE AND INDUSTRY ASSOCIATION OF NEW York, INc. 


ARE WAGE CONTROLS NEEDED? 


The Commerce and Industry Association, basically, is opposed to wage and 
price controls. It is generally agreed, however, that in an all-out shooting war 
strict controls on the domestic economy are a necessity. 

If the international situation remains as it is today, or improves, there is little 
need for controls of the nature here contemplated. Under such circumstances 
the problem is how to increase production to bring the supply of goods quickly 
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into balance with purchasing power and market demand, rather than attempting 
to hold the economy in line by artificial controls. 

With the potential deterioration of the international situation a constant 
threat, however, this association believes that establishing proper controls and 
sound control machinery may be necessary. If all-out war comes, we then would 
have had time to shake down the control machinery to a smooth-running, well- 
established operation; sound policies would have been determined ; procedures 
would have been clearly defined; there would be a minimum of economic 
dislocation. ‘ 

This association also believes that it is the right and responsibility of the 
people, through their representatives in Congress, to determine when there should 
be controls, and when they are necessary. That being so, the Congress at this 
time should limit the period for extension of current controls to 1 year only, so 
that next year it again will have the opportunity to take positive action, on behalf 
of the people, in the light of the then-existing situation. 

As to the specific problems of wage stabilization and disputes settlement, the 
association urges your committee to provide that: 

1. The Wage Stabilization Board be tripartite in structure with equal 
numbers of representatives of industry, labor, and the public. 

2. The Wage Stabilization Board formulate policies designed to stabilize 
wages and salaries. 

3. Disputes settlement of both economic and noneconomic issues be ex- 
cluded by law from the jurisdiction of the Wage Stabilization Board. 

4. Disputes be handled through established procedures under the Labor- 
Management Relations Act and the Railway Labor Act. The Federal Media- 
tion and Conciliation Service to be used to the fullest extent. 


1. Composition of the Wage Stabilization Board 


The Government is committed to the policy of tripartitism. This association 
is not opposed to this method of reaching decisions, although we do recognize the 
unfortunate tendency toward block voting. The question of the number of men on 
the Board seems of comparatively minor concern, as long as the three parties— 
industry, labor, and the public—are equally represented. 


2. Functions of the Wage Stabilization Board 


The primary function of the Wage Stabilization Board is to formulate policies 
for the control of wages, salaries, and fringe benefits so that there will be no 
further inflation resulting from rising labor costs in the national product. It is 
also the function of the Board to promulgate regulations under these policies 
and to interpret these policies. 

The administration of these policies as they apply to the salaries of supervisory 
employees (as defined by the Labor-Management Relations Act) should be 
handled by a separate agency. For the purpose of coordinating interpretations 
of policy, such salary agency should also report to the Director of Economic 
Stabilization. 


8. Exclusion of disputes settlement from Board 


Review of the activities of the World War II War Labor Board, which was 
constituted similarly to the now existing Wage Stabilization Board, shows that 
because of labor’s ability to bring strong pressure on the Board to settle disputes, 
we had creeping wage inflation, unusual gains for labor in fringe benefits and, 
most important of all from labor’s viewpoint, a tremendous growth in union 
membership. This unusual expansion was not brought about by normal organiza- 
tional drives alone, but was due mostly to the concessions labor was able to 
pressure out of the War Labor Board. 

The real purpose of labor’s insistence today on unlimited authority for the 
Board to settle disputes is to regain the power to force workers to become union 
members, that was theirs under the old War Labor Board. If the Wage Stabil- 
ization Board is continued with its present disputes settling powers that is just 
what is going to happen. And it clearly is intended as an attempt to circumvent 
existing labor legislation. 

It was largely that experience during War Labor Board days that aroused the 
people of this country to insist upon changes in our labor relations law to rebal- 
ance the economic power of labor and industry. Ever since enactment of the 
Labor-Management Relations Act in 1947, labor has been trying unsuccessfully to 
have it repealed. The will of the people, as represented by the Members of Con- 
gress, and recorded in your voting record, is that our present labor policy, as 
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expressed in the Labor-Management Relations Act, is sound policy and must be 
kept. 

Furthermore, it is impossible to maintain a consistent wage stabilization 
policy if the agency formulating such policy is subjected to constant and heavy 
pressure to modify it each time a dispute arises. Again looking at World War II, 
we had case-by-case determination and changes of policy because of the pressure 
labor exerted to settle disputes, with resultant creeping wage inflation. 

The wording of the Defense Production Act itself and the report of the con- 
gressional conference committee both make it clear that the intent of Congress 
is that the Wage Stabilization Board should have no disputes settling funce- 
tions. It was stated specifically by Congress that disputes settlement machinery 
should be entirely separate and apart from wage stabilization machinery. It 
was stated further by Congress that exitsing labor legislation was to remain 
in full force and effect and not be modified under the Defense Production Act. 

Disputes settlement by the Board certainly will modify the operation of exist- 
ing labor legislation. That is the reason labor has been so adamant in its 
insistence upon all-out disputes settlement by the Board. 

The Commerce and Industry Association concurs with the expressed intent 
of the Congress that the Wage Stabilization Board should have no labor disputes 
settling powers whatsoever. 

4. Labor disputes settlement 

In enacting the Defense Production Act of 1950, Congress made it clear that 
it favored the handling of labor disputes within the procedures of existing labor 
legislation. The Government is committed to the policy of free collective bar- 
gaining and the right of workers to strike for legitimate objectives. This asso- 
ciation is in agreement with that policy and, for that very reason, is strongly 
opposed to the establishment of any new disputes settling agency. 

Examination of the War Labor Board’s records shows that when there is a 
means of gaining additional concessions after collective bargaining the follow- 
ing occurs: 

1. Free collective bargaining is hampered. 

2. The number of strikes increases. 

3. Many provisions of existing labor legislation are nullified or circum- 
vented. 

4. The Defense Mobilization program is hamstrung. 

All legitimate disputes can be handled through procedures established by 
existing labor legislation. The primary responsibility for resolving disputes 
rests with the parties to the dispute, through voluntary negotiation and the use 
of mediation and conciliation facilities. If the national safety, health, or 
interest are involved, there is a well-established procedure under the Labor- 
Management Relations Act for handling disputes which the parties themselves 
have been unable to resolve. A dispute involving production under a defense 
contract clearly would fall within the scope of the national emergency proce- 
dures of the Labor-Management Relations Act. 

There will be many disputes, however, which are not covered by these national 
emergency provisions, arising with companies providing products or services 
for the civilian economy, where the impact of strikes would be largely local 
and have little effect on the national interest. This association believes that in 
such situations the right to strike in an attempt to force an employer to come 
to agreement on legitimate bargaining issues should be protected today as much 
as it would be under normal conditions. Therefore, no disputes board is 
needed in either case. 

There is a situation that is not provided for under existing legislation. Fre- 
quently, in War Labor Board days, a union would strike against an adverse 
ruling of the Board, This strike was designed to force a Government agency 
to change a ruling or compel an employer to commit an act in violation of such 
ruling. While it is perfectly legitimate for a union to strike in an attempt to 
force an employer to come to an agreement on wages, once the two parties have 
agreed and taken the issue to the Wage Stabilization Board for a ruling, it 
must be made illegal to strike against such ruling or to force the employer 
to violate such ruling. 

The Wage Stabilization Board therefore should be given authority to start 
injunctive proceedings in the district courts against any union calling such an 
illegal strike. Such a provision would relieve the Wage Stabilization Board of 
the extreme pressure the unions can bring to force changes in policy and enable 
development of sound stabilization policy and settlement of disputes within that 
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policy. The Board then can reexamine policy in sane and statesmanlike manner 
instead of in the heat of a strike emergency. It would insure wage stabilization 
in fact, rather than the forced inflation that now exists under the guise of wage 
stabilization. 


Recommendations 


The association strongly recommends that these provisions be written into 
the Defense Production Act: 

1. Extension of wage and price stabilization on a simultaneous and general 
basis for 1 year only, with Congress at the expiration of that period to review 
the need for such controls, and their further extension to be accomplished only 
by legislative action. 

2. The functions of the Wage Stabilization Board limited to the formulation 
of policies designed to stabilize wages, salaries, and fringe benefits; the pro- 
mulgation of regulations under these policies as they apply to wages and 
salaries of nonsupervisory employees; the issuance of rulings and interpreta- 
tions of these policies. 

3. A separate agency for the promulgation of regulations, rulings, and inter- 
pretations under these policies as they apply to the salaries of supervisory 
employees (as defined by the Labor-Management Relations Act). This agency 
also shall report to the Director of Economie Stabilization. 

4. The Wage Stabilization Board to have no dispute settling functions or 
authority. 

5. No new disputes board established. Disputes settlement to be handled by 
procedures established by existing labor legislation. 

6. Strikes against rulings of the Wage Stabilization Board or to force an 
employer to violate such rulings made illegal. It shall be mandatory for the 
Board to initiate injunctive proceedings in the appropriate courts against such 
strikes. 


STATEMENT OF WILLIAM E. RUSSELL, GENERAL CHAIRMAN OF METROPOLITAN FAIR 
RENT COMMITTEE, NEw YORK, N, Y. 


Mr. Chairman and members of the committee, my name is William E. Russell 
and I am the general chairman of the Metropolitan Fair Rent Committee of 
New York City. For the benefit of the new members of your committee who may 
not be familiar with my association, permit me to describe it as the central 
organiaztion of property owners in the metropolitan area of New York City for 
residential rent-control matters. Our executive committee is composed of the 
presidents of the five real-estate boards of greater New York and representatives 
of 25 or more of the larger property owner and taxpayer associations in the 
area. Our groups represent a majority of the owners of apartment buildings in 
the metropolitan area. We also have several thousand owners of two-, three-, and 
four-family dwellings who support our committee’s work. 

For the past 8 years we have consistently and publicly supported rent control 
as a temporary emergency measure during the existence of a housing shortage. 
We have made known our position in this respect in our several appearances 
before your committee while you were considering extension of rent control. 

We are appreciative of the opportunity afforded us to express the views of 
probably the largest and one of the most important segments of the housing 
industry. 


IS THERE A HOUSING EMERGENCY ? 


Rent control laws have been in effect now for nine long years. It is pertinent 
to inquire as to “how long is an emergency” Clearly, it was necessary in 1942 
to impose rent controls upon our economy. We were at war and we had to 
stop the building of homes for our people until the war could be won. We will 
freely agree with you honorable committee that the emergency continued after 
victory had been won. The cessation of building operations for a period of 
about 4 years, combined with the large growth in family units during and im- 
mediately after the conclusion of hostilities, together with the extravagant 
occupancy of existing space, caused a shortage of housing accommodations. 

However, since the ending of the war approximately 5,000,000 nonfarm hous- 
ing units have been built to the end of December 1950. This vast amount of 
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new homes has practically terminated the emergency. It is high time that the 
housing industry be permitted to escape from the strait-jacket of control. Surely, 
every Member of Congress is anxious to see the law of supply and demand in 
operation again, particularly when its functioning will not impose undue hard- 
ships upon our people. 

We do not purport to speak authoritatively about rental housing conditions in 
other areas, but we do know that the metropolitan area of New York has 
thousands of vacant units in newly constructed buildings (see exhibit A attached 
hereto—photo offsets of the New York Times real estate pages in the issue of 
May 138, 1951). 

Since the ending of the war 425,000 housing units have been built in the 
metropolitan area of New York, of which 156,000 units have been constructed 
in the five boroughs making up the gerater city. In passing, it may be pointed 
out that of the figure last given, 46,690 units result from public housing. These 
public housing units in New York City alone represent over 75 percent of the 
total public housing units in the entire United States. Thus, you will see that 
the “public housers” have had a field day in our great city. Theoretically, at 
least, public housing is constructed for the benefit of those in the lowest income 
brackets who claim to be unable to pay for housing accommodations suitable or 
desirable. If we assume an average of four persons to the family, it appears that 
in New York City we have provided public housing for almost 180,000 people. 
It is obvious that the housing situation, even in New York, can no longer be 
described as “fraught with emergency.” 


STATES’ RIGHTS AND RESPONSIBILITIES 


No one will seriously dispute the statement that the housing of our people is 
a State matter. Even those who think that the Federal Government can do 
everything better than can the States or localities must concede that the inter- 
state commerce clause of the Federal Government has no application to rental 
housing. It is as local an enterprise as a hot-dog stand. The emergency of war 
probably justified the Federal Government in taking over rent control under the 
“erisis doctrine.” The fact is that the global war has been over 6 years and those 
who believe in constitutional processes must agree that there is no sound legal 
reason for the continuance of Federal rent control if, indeed, any reason exists 
for any rent control at all. 

The State of New York has enacted its own rent control law. While this State 
law falls far short of doing justice to the harassed and bedeviled housing indus- 
try, nevertheless, it is fitting and proper that the State should assert its right 
and assume its responsibility in this purely State matter. Politics reared its 
ugly head in the enactment of the New York law. Owners of rental housing, 
under that law, are allowed to earn 4 percent on the assessed valuation of their 
properties while the owners of commercial buildings are allowed to earn 6 
percent. Such discrimination cannot be justified in reason or in justice. Politics 
can be the only answer. 

In spite of the sorry rent control law now in effect in New York, we strongly 
urge the Congress to permit us to remain where we are and not to reimpose Federal 
control as is provided in the bill under consideration. We have an able rent 
administrator in New York who is trying to do his best with a bad law. 

In 1949 the several States were encouraged to enact their own rent control 
statutes by the incorporation of section 204 (j) (1) of the Housing and Rent 
Act of 1947, as amended, providing for the substitution of State rent control 
for Federal rent control. This provision remains in effect as part of the Housing 
and Rent Act as amended and extended to date. The State of New York accepted 
this responsibility, surveyed its situation and has now been administering its 
rent control law for more than a year. Reimposition of Federal rent control over 
the State of New York and other States similarly situated would, therefore, 
amount to a breach of faith with the States. 

Therefore, we suggest the following amendment to S. 1397: 

On page 33 strike out “Sec. 462,” lines 18, 19, 20 and 21, and substitute: 

“Sec. 462. Maximum rents authorized, permitted, or directed in this title shall 
have no force or effect in any State having its own rent-control law nor shall 
anything in this title prevent any State from enacting its own rent-control law, 
or, upon such enactment, from exercising exclusive jurisdiction in rent-control 
matters within its territorial limits.” 

In support of this amendment we respecfully urge your honorable committee 
to consider that the cost of running the Federal Government has become so 
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burdensome as to endanger our system of free enterprise. If we are to remain 
a free Nation of 48 or more sovereign States, we should make every reasonable 
effort to compel the States to assume jurisdiction of, and to supply the funds for, 
operating agencies dealing with problems purely State-wide in their nature. 


DEFECTS 8. 1397 


If Congress should decide to extend the rent-control law and to reimpose Fed- 
eral control even upon the State of New York which has assumed responsibility 
for control of rents within its territorial limits, we respectfully make the follow- 
ing comments and recommendations to your committee: 


COMMERCIAL RENTS 


The provision in the pending bill to impose control over commercial rents in 
peacetime, when it was not necessary to do so during the war, is a monstrous 
thing. Such a proposal vividly portrays the hunger of bureaucrats for more and 
more power. There can be no possible excuse for Federal control of rents in 
commercial buildings. If it was not necessary to control these rents under war 
conditions, how can it be said that such controls are necessary 6 years after 
the ending of the global war? The specious plea that “the little fellow” in 
business must be protected implies that free enterprise is no longer able to 
function in our Republic and that bureaucrats must be given the power exercised 
in totalitarian countries. Such contention does violence to common sense. This 
provision of the bill should be eliminated completely. 


CREDIT CONTROLS 


The restrictions on the control of credit in housing construction should be 
similarly eliminated. Those who urge that there is still a shortage of housing 
accommodations in the country are not being consistent in urging a contro] of 
credit in the construction of additional housing facilities. Clearly, the only way 
to cure a housing shortage, if one exists, is by additional construction. Of 
course, if some building materials are needed for the defense effort the obvious 
remedy is to allocate scarce materials instead of placing restrictions upon 
credit. 

The proposal in the pending bill to restrict credit on existing houses is utterly 
unnecessary and is detrimental to the “little fellow” who may find it necessary 
to increase his mortgage debt to meet emergency expenses, such as unusual doc- 
tors’ and hospital bills, ete. Such restrictions will also not only operate to prevent 
the “little fellow’ from buying the house he has saved for so long but will also 
operate to prevent him from selling advantageously after he has amortized his 
existing mortgage. 

HOUSING RENTS 


There should be written into the bill a provision for a mandatory increase of 
at least 15 percent in ceiling rents over June 30, 1947, with appropriate credit 
to those who have paid the voluntary 15 percent increase under the provisions 
of the Federal Rent Control Act of 1947 as amended. No argument should 
be required to show the justice of this modest proposal. The Bureau of Labor 
Statistics’ rent indexes for 34 cities show that rents have only risen 25.4 percent 
in the Nation since 1939. This figure includes increases under the voluntary 
provision of the act of 1947 as amended. The same indexes show that in the 
State of New York rents have only risen 9.1 percent since 1939 and this trifling 
increase includes also the 15 percent voluntary lease agreements. In the same 
period of time food has advanced over 110 percent, wearing apparel over 83 
percent, house furnishings over 79 percent and fuel, electricity and gas over 
42 percent. During this same period operating costs of housing properties have 
soared from 50 to 150 percent and are still increasing. Labor costs in apartment 
buildings have skyrocketed during the past decade. In New York City, for 
example, wages formerly consumed an average of 5 cents out of the rent dollar 
in the large apartment buildings. Today, wages take from 25 to 30 percent of 
the rent dollar and more is being demanded at the present time. These demands 
are being made despite the fact that there have been nine previous increases in 
the wages of building-service employees. 

There is no magic in a 15 percent increase in rent ceilings over those pre- 
vailing as of June 30, 1947. However, such an increase will help to meet the 
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increased operating costs during the past 4 years. Furthermore, such an in- 
crease is needed so as to reduce the hundreds of thousands of individual hard- 
ship applications to manageable proportions and thus avoid the necessity of 
adding thousands of employees to the staff of the Office of Rent Control. Unless 
such a mandatory increase in ceiling rents is granted by the Congress there 
will be a complete denial of justice to hundreds of thousands, perhaps millions, 
of owners of one-, two-, three-, and four-family buildings. There are 385,000 
owners of two-family buildings in the city of New York alone. These small 
owners are without funds to prosecute their claims for increases under individ- 
ual applications. They cannot employ accountants or lawyers and many, if 
not most of them, keep no books of account. Their records are sketchy and 
they cannot meet the demands of the rent control agencies for information 
as to operating costs. It is obvious that with rents frozen at prewar levels with 
increased operating costs of 50 to 150 percent, these small owners must have 
a mandatory increase in the rent ceiling if they are not to continue to suffer 
the grave injustices of the past decade. It must be remembered that during 
the depression years of the thirties rents declined from 20 to 65 percent in the 
metropolitan areas and were then frozen at these low levels. It should also be 
remembered that the people who furnish the essential of shelter for others are 
entitled to a square deal. This they have not had. They have seen their 
industry socialized to the extent that they have been and are being required 
to subsidize the cost of living of their tenants. 

There are some who assert that tenants cannot afford to pay more rent. The 
fact is that many fair-minded tenants paid the 15 percent voluntary increase 
when permitted to do so by Congress in 1947. The national income figures com- 
pletely refute the statement that tenants are unable to pay more rent. The 
prewar national income was $78 billion as against the present national income 
of at least $225 billion, or an increase of 188 percent. 

Is there no concern on the part of the Congress to stop further socialization of 
the vast housing industry? There are not just thousands of landlords—there 
are millions of them. Even the depositors in savings banks, the holders of life 
insurance policies and mortgage certificate holders are owners of rental housing 
through their respective trustees. Are they not entitled to a square deal? Have 
we reached the point where we are willing to rob selective Peter to pay collective 
Paul? If we have, we must be prepared to say good-by to private enterprise and 
good-by to democracy. There is no social justice in robbing one man for the 
benefit of another. Such a proposal does violence to every concept of decency 
und fair play. It is the very negation of our American system. 


RENT INCREASES NOT INFLATIONARY 


Witnesses before this committee have testified that a rent increase is infla- 
tionary. The contrary is true. Some of those who assert that a rent increase is 
inflationary inconsistently claim that an increase in taxes is anti-inflationary 
because taxes take excess spending power from the public and thereby relieve the 
pressure on goods in short supply. The theory is that increased taxes spent by 
the agency of government is anti-inflationary because consumers are less able to 
bid against each other for diminished supplies of goods. The theory is sound. 
However, a rent increase would operate in precisely the same way. Excess 
spending power of consumers would thereby be channeled into fewer hands and 
thus reduce the demand for consumers goods in a period of shortage. Further- 
more, rent increases would not only be anti-inflationary but deflationary to the 
extent that landlords will be enabled thereby to reduce the sum total of the 
existing mortgage debt. An additional consideration is that landlords will use 
a substantial portion of rent increases to take care of some deferred mainte- 
nance and provide more acceptable living quarters for their tenants. The con- 
stant parroting of the statement that “a rent increase is inflationary” should be 
stopped and a little thought given to the true implications of a rent increase, 
particularly when the present rent level is only a small fraction higher than the 
low level of the depression years as compared to the tremendous increase in the 
price of practically everything else. 


REASONABLE RETURN ON FAIR VALUE 


The housing industry is not a public utility even though it has been under con- 
trol and regulation for the past 9 years. However, the Federal Government has 
denied the industry the principle of a reasonable return on fair value which is 
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accorded to controlled utilities. There is no justice in this distinction and it 

ean only be attributed to the unwillingness of legislative bodies to put principle 

before expediency. If the Congress intends to right the wrong that has been 

done to those who provide shelter for others, it should not leave this question to 

the vagaries of the agency controlling rents. Congress should have the courage 

to say what it means and not use weasel words such as “remove hardships,” 
- “correct inequities,” and “assure fair adjustments.” 

The existing Federal rent control law requires the Housing Expediter to fix 
rents so as to provide ‘“‘a fair net operating income.” No such provision can be 
found in the pending bill. The Congress is being asked to turn the clock back 
even in this respect. In addition, the pending bill would roll rents ‘back in 
presently federally decontralled areas to those prevailing in the period from 
May 24 to June 24, 1950, 1 year ago. In most of such decontrolled areas rents 
generally have not risen enough to require anything but a take-over on the exist- 
ing basis. The Government claims that the average rise during the past year 
has been about ‘20 percent, but admits that the increases have been much less 
in many areas. As rents declined on an average of about 30 percent throughout 
the Nation before the war, it is clear that even an average rise of 20 percent on 
the reduced level of 70 percent represents only a 14-percent restoration of the 
former rents. The Government also reports rhat the average family now pays 
from 12 to 14 percent of its income for rent, whereas in the prewar period the 
average was 20 to 25 percent. This reduction in the percentage of income to be 
allocated for rent has been brought about by two factors—the first, frozen rents 
at low levels and, the second, the more than doubling of the average family 
income during the past decade. 

A legislative yardstick should be inserted into the pending bill so that an end 
will be put to the confiscation of rents by rulings of the control agency. A 6 per- 
cent return on the reasonable value of the property under control has been 
accepted by Congress and by the courts as being fair. If this rate of return is 
fair for a public utility, after depreciation, it should certainly be accorded to 
the housing industry. There are probably not 10 men in the Congress of the 
United States who would argue that a 6 percent return on fair value is un- 
reasonable. Of course, depreciation at the rates allowed in income tax returns 
should also be permitted. Certainly, a 2 percent depreciation rate is a good 
average and is eminently fair. We, therefore, urge the inclusion of a reasonable 
return formula of 6 percent plus 2 percent for depreciation. 

In previous years the Federal Administrator has opposed the principle and the 
adoption of such a legislative yardstick on the pretext that the ascertainment 
of fair value or of the relationship between assessed and fair value was not ad- 
ministratively feasible. To avoid this objection, the Congress in 1949 adopted 
the standard of a “fair net operating income” instead of the fair return on fair 
value standard. The principle is no different than the parity formula recognized 
and adopted for farm products in the existing Defense Production Act and in 
the proposed bill. It is well recognized now and established that the farmer is 
entitled to a fair return, and so is the property owner. 

The State of New York in adopting and administering its existing rent- 
control statute (ch. 448 of the Laws of 1951) has found the answer to the pre- 
tended administrative difficulty by establishing fair value on the basis of assessed 
value as equalized in the State’s standard equalization tables. The State law 
provides: 

“Such valuation shall be the current assessed valuation—properly adjusted 
by applying thereto the ratio which such assessed valuation bears to the full 
valuation as determined by the State board of equalization and assessment.” 

However, it is recognized that while New York State equalization determina- 
tions are actually based on 100 percent fair market value, this is not the case 
in all States having equalization boards, nor do all States have equalization 
boards. 

Therefore, reliance can and must be put in the capability of the local boards, 
advisory in character, established and continued under the Federal rent control 
laws since 1947. These local boards, familiar with the value of real estate in 
their areas, should advise the President, and he should be governed by their 
advices, as to the relationship generally between assessed values and fair values 
of rental housing property in their areas. 

The proposed amendment should read as follows: 

“Provision shall be made by the President for individual adjustment of maxi- 
mum rents where the rental income from a property yields a net annual return 
of less than 6 percent of the fair value of the property. The presumed fair value 
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shall be the value established by the city or town in which the property is lo- 
cated which is in effect and on which real-estate taxes are payable at the time 
of the filing of an application for rent increase, properly adjusted by applying 
thereto the ratio which such assessed valuation bears to the full or fair value 
as determined by the local board for the particular area established pursuant 
to this title. The net annual return shall be the amount by which the earned 
income exceeds the operating expenses of the property, excluding mortgage 
interest and amortization, but including real-estate taxes and an allowance for 
depreciation of 2 percent of the value of the buildings exclusive of the land.” 


VOLUNTARY LEASES 


In 1947 and again in 1948 the Congress restored in part the right of freedom 
of contract to tenants and owners by permitting leases calling for a voluntary 15 
percent rent increase. This provision was dropped in the 1949 act. It should 
be restored. All of the prophets of doom who predicted in 1947 that tenants 
would be coerced into signing such voluntary leases proved to be poor prog- 
nosticators. Only about 10 percent of the tenants in New York City signed such 
leases. Others who refused to sign are still in their apartments and are re- 
ceiving the same services given to those who paid the 15 percent increase. We 
talk much about the various freedoms and yet we are denying the freedom of 
contract even in a limited way to millions of our people. Have we reached the 
stage in history when it can be asserted that our people are no longer able to 
determine what is best for them but must instead rely upon the supposed wisdom 
of a bureaucrat? If so, the magnificent edifice of freedom in the United States 
is tottering on a most insecure foundation. 

Title ITV (A) section 452 (a) (2) of the proposed bill directs the President 
to nullify any increases in rents subsequent to January 25, 1951, except in cases 
where such increases are the result of adjustments directed by the Federal law. 
This provision is completely unfair and inequitable when applied to the States 
and the municipality which have administered their own rent-control statutes 
in conformance with authority provided in the existing Federal law. The section 
should be amended as follows: 

“Provided, however, That nothing herein shall be construed as authorizing 
the nullification of any increase in the January 25, 1951, rent directed or au- 
thorized by the operation of any State law adopted pursuant to section 204 (j) 
(1) of the Housing and Rent Act of 1947 as amended.” 


ALL NEW CONSTRUCTION SHOULD BE EXEMPTED FROM CONTROL 


The pending bill gives the power to the control agency to reimpose controls 
on new construction since the ending of the war despite the fact that Congress 
expressly exempted such construction from control as an inducement to build- 
ers to create more housing units. It would be a gross breach of faith on 
the part of Congress to acquiesce in this further grab for power. Furthermore, 
it would destroy all incentive on the part of the thousands of builders to create 
the housing demanded by a growing population. It is unthinkable that the 
Congress should so break faith with our people. Such exemption from con- 
trol should also apply to alterations of existing buildings which were exempted 
under previous acts. Of course, Congress should continue exempting from 
control all new construction and all alterations of existing buildings which 
provide more housing. To do otherwise will be a distinct disservice to our 
people who are looking for rental accommodations. The rents at the level 
necessary to sustain new construction are high enough to permit of a free market 
and control is not needed. 


VACANT UNITS SHOULD BE DECONTROLLED 


When a rental housing unit becomes vacant there is no reason why a pros- 
pective tenant should not be able to contract freely with the owner for a rental 
mutually agreeable to the parties. In such instances the tenant can bargain 
without restraint. It is submitted that he does not require the protection of 
any agency of Government. Vacancies should be decontrolled as they occur. 


LUXURY UNITS SHOULD BE DECONTROLLED 


Tenants who are able to pay the rents of luxury units need no rent control. 
In the metropolitan areas there are numerous vacant apartments in this category. 
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No tenant living in a luxury apartment would suffer any hardship by lifting 
controls in his building. He has the means to rent a vacant apartment in 
one of the new buildings in spite of the fact that the cost thereof may be double 
the cost of the old building. Furthermore, most of these tenants in luxury 
buildings have the means to buy single-family houses in the luxury or semi- 
luxury class which are in ample supply in all the metropolitan areas of the 
country. Such a tenant might be inconvenienced but he will not suffer any hard- 
ship. In 1947 the Senate unanimously passed a bill exempting from control 
luxury units renting over $225 per month. Surely, one who can pay over 
$2,700 per year for rent needs no protection from a Government agency. 


DECONTROL UNDERTENANTED UNITS 


The low levels at which rents were frozen finds many tenants occupy 
ing larger quarters than required. While we recognize and advocate the 
right of an individual to utilize as much space as he desires and is willing to 
pay for, we do not believe that the protection of the rent laws should be ex- 
tended to individuals using excessive space. If there is an emergency it affects 
everyone and no tenant should be permitted an undue advantage over another 
tenant unless he is willing to pay for that advantage. Therefore, we propose 
that units containing more than three rooms, exclusive of baths, occupied by 
only one person be exempt from control; that units of over six rooms, exclu- 
sive of baths, occupied by only two persons be exempt from control, and so 
on at the ratio of three rooms per person. Such a provision, we submit, would 
provide considerable housing accommodations in the large cities where difficul- 
ties may still be encountered in finding living quarters. This proposal, as well 
as the earlier ones dealing with decontrol, would be a forward step in bringing 
about gradual decontrol of all housing units. We believe that the Congress is 
anxious to see an early termination of all rent control so that the free forces of 
the law of supply and demand can function once more in the housing field. 


REVIEW BY THE COURTS 


Congress should not be required to supervise the acts of the control agency. 
Therefore, we urge that a provision be incorporated in the pending bill permit- 
ting the right of review by the local United States district courts of individual 
owners’ applications for relief. The pending bill gives the right of review onl) 
in the Emergency Court of Appeals. This is tantamount to denying to the 
average owner any right to review the acts of the control agency. Only the 
largest property owners have the means to ask for review by the Emergency 
Court of Appeals. The small owner is foreclosed from any review of arbitrary 
actions and Congress should be concerned with his interests. The obvious and 
simple thing to do is to empower the United States district courts to review the 
acts of the rent-control agency in the particular area. 

(Several exhibits submitted by Mr. Russell were placed in the files for the 
informaton of the committee.) 


OKLAHOMA APARTMENT OwNeErsS ASSOCIATION, INCc., 
Oklahoma City, Okla., May 26, 1951. 
In re: Residential rent control section, S. 1897. 


Senator Burnet R. MAyYBANK, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR MAYBANK: We respectfully invite your attention to the follow- 
ing recommendations relative to this proposed legislation, and in this connection 
request that this letter be made a part of the record of your hearings and be 
included in the official transcript thereof. 


Section 451 

Although there may be a shortage of rental housing in isolated cases, which 
we believe in the main is around reactivated Army camps, we can see no justifica 
tion for general application of rent controls at this time. In fact, we are con- 
vineed that these individual problems can, and will be, worked out quicker and 
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more equitably without controls, or the threat of controls in any area. An 
increase of building in critical areas, which the building industry is anxious to 
provide, and a decrease in noncritical areas should solve this problem. The 
following factual data bears out our conclusions in this respect. 

(1) In a study of the 1950 census, John and Richard.Usher, of Chicago, I11., 
developed the following information relative to housing, which we believe is 
pertinent to the consideration of this bill, since it is predicated on national 
averages. 

(a) Between 1940 and 1950 the number of dwellings increased over the 
Nation by 23.6 percent. 

(v) The population during same period only increased 14.5 percent. 

(c) The increase in number of dwellings exceeded by 2,000,000 the in- 
crease in number of families. 

(d) The number of dwellings occupied by owners increased by 8,200,000. 

(e) The number of dwellings occupied by tenants decreased by 500,000. 

(f) The number of vacant dwellings rose from 2,500,000 in 1940 to 3,400,- 
000 in 1950 (an increase of 36 percent). 

(g) The number of dwellings occupied by only 1 person increased 45 per- 
cent, reaching in 1950 the total of 3,900,000. 

(h) From the above analysis it is seen that rent controls have reduced the 
number of rental units instead of making more housing available. 

(2) Insofar as our local situation is concerned, we enclose a copy of the re- 
sults of our real estate board survey of occupancy, on April 3, 1951, which re- 
flects vacancies as high as 12.83 percent in some classes of apartments and an 
over-all vacancy of 3.82 percent in dwelling property. Since more than 60 percent 
of the dwelling property in our city is occupied by the owner this survey reflects 
an 8-to-10 percent vacancy in strictly rental property. (See BLS Survey, July 
1950, 3.9 percent.) 

Rents were decontrolled in our city by action of the city council, effective 
November 23, 1949. In February 1950, our organization conducted, by mail, a 
city-wide survey which disclosed an average increase in rental rates of 10.45 
percent. Although we have not conducted such a survey since February 1950, 
our general knowledge of rental conditions and the average vacancies convince 
us that the increase over the ceiling rate would be less at this time than it was 
when the survey was conducted. 

In that connection, we find in our everyday rental experience that the trend 
in rental rates has been gradually downward for the past several months due to 
this excessive vacancy. 

One of the contributing factors to this oversupply of housing in our city is the 
fact that over 7,000 family units, mostly single dwellings, were constructed here 
during the year 1950, and occupied by the purchaser. This figure was supplied 
by the Oklahoma Gas & Electric Co., who made the contracts for electric service 
in that number of dwelling units for the first time, during the year 1950. Actual 
count of ads for all types of dwelling units for rent in our local paper, the Daily 
Oklahoman, for Sunday, May 6, showed 527 of such ads. In June 1949, just prior 
to decontrol of rents here, there appeared 174 such ads in the same paper. 

We believe the above information adequately demonstrates the fact that there 
is more than ample housing here, and in most localities at the present time. 

In the interest of equity, we offer the following critical analysis of the proposed 
rent control legislation for your consideration if it is determined by your com- 
mittee and the Congress that we must have further rent controls. 


Section 452(a) 

A determination for need of rent controls based upon an adequate and impartial 
survey of residential property by the city council, or other local governing body, 
should be required before control, or recontrol, is imposed upon any area. 

Further, it is strongly recommended in the interest of justice and equity that 


the local option provision for decontrol, as provided in the Housing and Rent Act 
of 1947, as amended, be retained. 


Section 452 (a). Paragraph (2): 


To be consistent with the date of most controls on wages and prices, and in all 
fairness to the property owner who must employ people and purchase supplies, 
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furnishings, and make improvements based upon wages and prices of that date, 
we feel that January 25, 1951, should be the farthest roll-back date to be con- 
sidered under this act. Even that date will not provide protection for advanced 


prices on many items since January of this year. 
Section 455 (@): 

All protestants should by all means have the right of appeal to the State, or 
Federal district courts from any ruling, or order, of the President under this title. 
Gross injustices have been prevalent under the old order where the property 
owners have been denied the same access to the courts that has been provided for 
the tenants through rent-control officials. 

Section 457 (a): 

Penalties for violation of price regulations should be applied equally to landlord 
and tenant, where it is determined by the President, or the court, that such viola- 
tions are willful. A number of cases have come to our attention under the old 
order where hard-pressed and generally aged owners of small rental properties 
have been induced to accept small excess payments; then the tenant has capital- 
ized upon this by bringing suit and recovering these heavy penalties. 

Section 457 (B) 

Unlawful eviction is not defined. We strongly urge that provisions of State 
laws on evictions prevail. In any instance, lawful eviction should be defined 
in the act and not be left to the determination of bureau heads. Eviction has 
been far overstressed since it is the prime purpose of every owner of rental 
property to retain his tenants rather than evict them, and our State laws in this 
respect have served adequately and justly through the years. 

In the event of the sale of residential property, the new owner should have 
the right of occupancy of at least his choice of one rental unit within 60 days 
from date of sale and notice to occupant. 

Section 457 (A), paragraph B 

There is no reason, or justification, for applying criminal penalties for violation 
of the rent-control provisions of this act. Multiplied thousands of aged and 
poorly informed owners of small-rental properties have been severely persecuted 
even under civil penalties, as now provided under the Housing and Rent Act 
of 1947, as amended, and there is no justice in subjecting them to the severe 
criminal penalties provided for in this section. 

Our folks out here, who own these small-rental properties, are no exception 
to the general rule over the country. They have in the past, and are now, willing 
to accept their full share of the load in connection with the defense requirements 
of our country, but we feel that rent control, or threats of rent control in any 
form, hinders rather than helps in this respect. Many concessions and adjust- 
ments are made in a normal market to meet individual situations, but fear of 
permanent applications of these concessions prevents this normal procedure when 
threats are constantly held over the head of the industry. 

Rent controls have resulted in dissention and strife between owner and tenant, 
have forced neglect and deterioration of property, thereby depriving tenants of 
the opportunity to secure the type of living accommodations they are willing 
and able to pay for, have resulted in a reduction in building of rental properties 
which in turn froze existing quarters to tenants beyond their needs and deprived 
returning veterans of the opportunity to rent, forcing them to buy at exorbitant 
prices. Why continue this abortion of justice? Let’s do away with rent controls 
and try the true American way again. 

Most sincerely yours, 
GeorGE L. Noan, President. 
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ReEporT OF 1951 SuRVEY 


Living units 





Total 
units Vacant 
| 


{ 

ee 
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District A bs a 7,414 | 321 | 
District B........ , : Dea 5, 916 417 | 
District C ee chat 7,579 365 | 
District D-_--- he iaeeaasas ee Fis a ae anarcl 3, 205 272 | 
District E Net 9, 211 | 246 
District F Peeaa eae. | 3, 337 317 | 
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District K 909 | 

District L >? : .-|9 981 

District M 832 

District N—Del City and Carter Park_- a awake 717 

District O—Warr Acres... -_._--- oe 2 Loy , 974 


tC eS et et et CO CO pT 
* on On > 


Ir i nS ad he ge a 37, 425 

Single-family houses: 

Frame, one-story - - - - 

Brick, one-story 

Two-story 
Two-family houses: 

Bungalow type 

Two-story type 
Apartments: 

Four-family units-____- ee 

Five or more units (furnished) 

Five or more units (unfurnished) 

Garage apartments. . 
Colored residential property included in above 

Single-family houses ; ‘ : 

Two-family houses---_- 

Apartments 
Business property: 

Suburban stores- - - 

Downtown stores. - 

Industrial plants_..-- 

Filling stations 

Miscellaneous 





Percent vacant previous years * 


1930) 1931 | 1932 | 1933 | 1934 1935) 1936) 1937 1938 | 1939 | 1940 1942 1946)1949 


Single-family houses: | | | 
Frame, l-story ..-|0. 72) 2.12) 7. 26) 6. . 60)1. 20\0. 70:0. 71; 2.10) 2. ; : 2. 63'0. 51/1. 85 
Brick, 1l-story___- ; . 98) 3.31) 3. . 00} . 66/1. 04/1. 30; 2.17) 1.85) 2.58) 2.92) 2.57! . 70/3. 51 
2-story - ‘ pine coanal 6 . 73) 4.52) 4. - 90} . 84) . 90) .90) 1.70) 2. 50) 2.82) ; 3. 29) .15)1.11 
2-family houses: j | | 
PeOMpOnOWS....-....2..255).---| §. 16. 93| 4. 90/2. 10)2. 20/4. 40) 8.00) 9. 25/15 8.77! . 93/4. 48 
eS dacs. kn ...| 8. 22)12. 67/16 7. 00/3. 00)2. 70)4. 40) 8. 20) 9. 5: ‘ 3| . 28/2. 64 
Apartments: | | | | | 
4-family units.......- ...|12. 79|17. 32)22. 38| 7. 90/3. 50/3. 70:4. 40/10. 30) 12. 96)15. 97/13. 91) 9.31) . 36.3.2 
5 or more, units, un- | | | | 
furnished ___. |_.-.| 9, 69/14. 76/33. 35/15. 00 2. 70) 1. 90'3. 20/12. 00/11. 47/10. 
5 or more units, fur- | | | 
nished __. .|..-.}11. 43/18. 38/15. 36) 7. 30.5. 00/6. 30:9. 30)11. 00/13. 29/15. 
Garage apartments... _|_.--! aie adic iit be i .--|2. 30} 3. 50) 4. 94)__. 


pease — | _ - — — 
Total percent vacant.|2. 16) 6. 59/13. 26/14. 71) 5. 88/2. 27/2. 26:3. 37) 4.05) 4.87) 5.90 


No surveys were rade in 1943, 1944, 1945, 1947, 1948, and 1950. 
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EXPLANATION 


This survey covers a total of 67,425 living units, of which 2,648 were vacant 
as of April 3, 1951. 

The figures include all living units under construction. Many of these units 
shown as vacant were sold and are as yet unoccupied. 

The Oklahoma City Real Estate Board does not claim this to be the total num 
ber of living units in Oklahoma City, but we feel that the percentage of occupancy 
figured from the total units counted would be the same if all living units had been 
counted. 

Rosert J. Dwyer, President. 


THE VERMONT COUNTRY STORE, 
Weston, Vt., April 18, 1951. 
Hon. BURNET, R. MAYBANK, 
Chairman, Senate Committee on Banking and Currency, 
Washington, D. C. 

My Dear SENATOR MAYBANK: It is a pleasure, through the good offices of ou 
senior Senator from Vermont, Hon. George D. Aiken, to file the enclosed state 
ment recommending amendments to the existing Defense Production Act bearing 
upon the regulations of the Office of Price Stabilization. 

The present Ceiling Price Regulations Nos. 7, 15, and 16, as issued by the Office 
of Price Stabilization, covering food and kitchen utensils and related mer 
chandise, all of which we sell by mail on a national basis, established such low 
percentages of mark-ups that we cannot even meet our operating expenses, to say 
nothing of making a living profit. In short, these regulations referred to will 
have the confiscatory effect of destroying our business on 30 April 1951. We are 
only typical of the hundreds of small individual mail-order businesses throughout 
the United States, and I have petitioned the Director, Office of Price Stabilization, 
to make changes in his regulations to the following effect : 

“Since the purpose of the act establishing OPS is to adjust prices to prevent 
inflation, I believe your offices will] see the wisdom of asking the Director, under 
Ceiling Price Regulation 7, supplementary regulation 1, section 5, to make an 
immediate 30-day extension of time, under which our special problems may be 
solved, and to consider the recommendations in this letter categorically to exempt 
this type of mail-order establishment from all three regulations. 

“The first suggestion I have to make is this: that the Director issue (a) 
an amendment to No. 15, No. 16, and No. 7, exempting all establishments in 
the mail-order business before 1951, and whose dollar volume consists of 75 
percent or more dollar volume sales by mail, from all existing regulations freez- 
ing mark-ups at a maximum level; and that (b) he place these establishments 
under Price Procedure Reulation No. 1 of December 1950. If my understanding 
is correct, this last-named regulation froze all retail prices at a level as of 
January 1951. The prices today in our mail-order catalog (enclosed) are the 
same as they were in our catalog printed in January 1951, and I consider this 
freeze fair and necessary. 

This important fact, I think, is a significant one for the Director to consider 
namely: that, since the affirmed purpose of the Office of Price Stabilization is to 
prevent inflation by damming up prices so no more rises can be made, placing 
mail-order establishments under this first freeze order No. 1 would clearly 
achieve the result consonant with the stated objectives of your office. 

“T submit that the mail-order business as defined should be allowed its 
historical mark-ups in both foods and nonfood products. I believe that the 
mail-order business should be treated as fairly as are the other types of busi 
ness, such as wearing apparel and furniture, which are now allowed their his- 
torical mark-ups. Compelling mail-order houses to get the same prices that 
they got in January 1951 would certainly work no hardship upon them or upon 
the relatively small public which they serve and would by freezing prices con 
tribute to the war against inflation. 

“In letters from you and others to my friends in Washington, I am assured 
that the Office of Price Stabilization does not wish to injure the small mail-order 
house or to put it out of business and that, to quote your own letters, ‘the ain 
was toenable * * * to continue normal mark-ups * * *',” 

This, then, in essence, is what we are asking for? 

1. Our normal historical mark-ups on all goods. 
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2. A freeze of all prices as of January 1951. 
3. An immediate exemption from reporting and filing under regulations 7, 
15, and 16 until these above matters can be adjusted. 

I assure you that, unless this is done, we and hundreds of other small mail- 
order houses will be forced out of business in the next 14 days. Clearly such a 
drastic result places a bitter hardship upon businesses of this type and is indeed 
tantamount to confiscation. Even if after all is said and done the Office of Price 
Stabilization feels it necessary, in the public welfare, to put us out of business, 
they should give us a decent time under which to liquidate our assets and get out 
without losing everything we have. 

The small mail-order enterprise of which Mr. Luke Harrington, of Richmond, 
Vt., and the Vermont Country Store are typical examples is, I submit, one of 
the finest symbols we have today in American of the old-fashioned private 
enterprise system we all praise so highly in public. These businesses, in the 
early American tradition, were established by and continue to be personally 
operated by their owners who, with hard work, ingenuity, and years of experience, 
are attempting to make for themselves and their associates a modest living in 
the country. In the last few years there has been an appreciable increase in 
this type of business largely because more and more persons who are indi- 
vidualistic in their philosophy wish to live in the country, and find that the 
mail-order business is the most effective way of doing it. To wipe out this 
interesting and classic example of early American enterprises would entail a loss 
far greater than the monetary damages which could be established.”’ 

With expressions of gratitude for this opportunity to present the case of the 
small individual mail-order houses in the United States, I have the honor to 
be, sir, : 

Faithfully yours, 
VREST ORTON. 


VILLAGE OF PARK Forest, 
Cook Counry, ILL., 
January 25, 1951. 
CHAIRMAN, SENATE COMMITTEE ON BANKING AND CURRENCY, 
Senate Office Building, Washington, D. C. 
Dear Str: Attached hereto kindly find copy of resolution passed by the presi- 
dent and Board of Trustees of the Village of Park Forest, 1. 
Your kind consideration in this matter will be greatly appreciated. 
Very truly yours, 
Henry X. Drietcnu, Village President. 


RESOLUTION 


Whereas there exists a housing shortage in the greater metropolitan area of 
Chicago of which Park Forest is a part; 

Whereas existing rent-control legislation does not apply to the village of Park 
Forest since the housing facilities for rent therein were built in the period 
August 1948 to July 1950; and 

Whereas the village of Park Forest, with approximately 3,000 apartments, 
furnishes housing facilities to large numbers of military personnel and em- 
ployees of the United States Government, Argonne Laboratories, and of numerous 
plants and installations in Cook County which are of prime importance to na- 
tional defense in the present emergency : Therefore be it 

Resolved, That the Board of Trustees of the Village of Park Forest hereby 
petition the Congress of the United States, when considering rent-control legisla- 
tion, to extend rent-control to the village of Park Forest in the interest of national 
defense; and be it further 

Resolved, That the president of the village of Park Forest send the above res- 
olution to the President of the United States Senate, to the Speaker of the House 
of Representatives, to Congressman William BE. MeVey of this congressional dis- 
trict, to the chairman of the Senate Committee on Banking and Currency, to 
the chairman of the House Committee on Banking and Currency, to Senators Paul 
A. Douglas and Everett M. Dirksen, of Illinois, and to the offices of the Housing 
Expediter. 

Dated January 23, 1951. 


Village President. 
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RESOLUTION OF PUTNAM CouNry, FLA., CATTLEMEN’S ASSOCIATION, PROTESTING THE 
DECLARED PURPOSE oF OPS To RoLi-BAcK CATTLE PRICES TO PRICES PREVAILING 
IN JUNE 1950, AND TO LIMIT THE NUMBER OF CATTLE TO THE NUMBER SLAUGHTERED 
In 1950. 


Whereas the director of the Office of Price Stabilization of the United States 
Government has declared his intention to roll the prices of live cattle back to the 
prices prevailing in June 1950, and to freeze the number of authorized slaughter- 
ers of cattle to those who were engaged in that business in 1950, and to freeze the 
amount of meat going into the markets to the amounts slaughtered and proc- 
essed in 1950; and 

Whereas, according to the agricultural census, the number of cattle in the 
United States in 1951 is more than 3,000,000 head in excess of the number in 
1950; and 

Whereas the probable increase in population of the United States amounts to 
more than 2 percent over the number of persons living in this country in 1950, or 
about three millions of people; and 

Whereas the existing and proposed roll-back in prices falls entirely on the pro 
ducer, and the unreasonable limitation of the number of cattle to be slaughtered 
denies to the increased number of people the meat to which they are entitled, 
and amounts to indirect rationing of meat and the reduction in amount allowed 
to every person: Therefore, 

The Putnam County Cattlemen’s Association earnestly protest the existing and 
proposed roll-back in prices and limitation of numbers of animals to be slaugh 
tered: Therefore be it 

Resolved by the said association, That it is the sense of this association that 
the said action of the OPS is not in the best interest of the people of this country, 
but in its promulgation, operation, and enforcement is an unnecessary inter 
ference in the private business of the entire cattle production, processing, and 
distribution industry, without any compensating benefits to the ultimate consumer 
of cattle products, for the following reasons: 

1. The roll-back in prices to the ultimate 18 percent proposed, in effect, takes 
18 out of every 100 head of cattle owned by every producer away from him 
and transfers them to some other segment of the population which had no part 
in their production, ostensibly to the consumer, but, in fact, to the army of 
enforcement personnel now being employed to enforce the directive and to 
police the cattle industry. 

2. The roll-back in prices is discriminatory in that it reaches back to prevailing 
prices in June 1950, while in other industries the prices go back to those 
prevailing in December 1950. 

The entire roll-back falls on the producer of the wealth of the country and 
helps the processor and distributor by killing off potential competition. 

4. No shortage of cattle or cattle products exists. On the contrary, the 
number of cattle has increased 3,000,000 head over the number in the country 
in 1950, and controls are obviously unnecessary, but are arbitrary, 

5. The roll-back in prices is not the only burden imposed on the cattle producer 
by the directive, but the increase in taxation that will be necessary to pay the 
salaries and traveling expenses of the enforcement personnel, and the expense 
of providing office space, secretaries, stenographers, supervisors, messengers 
janitors, scrubwomen and decorations and furniture for their use, benefit, and 
enjoyment, all of which expense will come out of the producer, since the producer 
pays all taxes. 

6. The quotas to be imposed fail to take into consideration the 3,000,000 
additional number of cattle, and the 3,000,000 increase in the number of people 
that has taken place since 1950. 

7. The quotas imposed on slaughterers tend to concentrate the meat-processing 
and distribution business in the hands of the big packers, thereby limiting the 
market outlets to the producer and further eliminating competition and burden 
ing the producer further ; and be it further 

Resolved, That a copy of this resolution be sent to Senator Holland, to be 
presented for consideration of the Congress of the United States: and that 
Congress be petitioned to kill the controls now being imposed and to let the 
powers granted in such matters expire on July 1, 1951. 

The above resolution was passed at a called meeting of the Putnam County 
Cattlemen’s Association, held in Palatka, Fla., on Thursday, May 24, 1951. 


H. E. Westsury, President. 
R. T. Cray, Jr., Secretary. 





HE 
NG 
ED 


eS 
he 
aT’- 
he 
)C- 


he 
in 


ro 

ed 
ad, 
ed 


he 
ry 


rer 
the 
ise 
Ts 
ind 
cer 


wo 
ple 


ing 
the 
en- 

be 
hat 
the 


nty 


PEFENSE PRODUCTION ACT AMENDMENTS OF 1951 2721 


AMES, Iowa, January 22, 1951. 
Mr. Guy GILLETTE, 
United States Senator, Washington, D. C. 

Dear SENATOR GILLETTE: Enclosed is a copy of a petition signed by Ames 
residents in protest of rent increase notices received since rents were decontrolled 
in this city on January 4, 1951. These signatures were obtained by only two 
persons through little effort, and represent only a very small percentage of tenants 
in Ames who feel resentment and discouragement over the situation. 

These signers include some home owners and several apartment-house owners 
who have sufficient foresight and patriotism to realize that increased rents will 
result in far more harm to the city and country than in advantage to property 
owners seeking exorbitant profits. 

The highest rent increases have been imposed by landlords who are the least 
justified in asking any increase, and who had a 15-percent increase in August of 
1947. Tenants are facing expenses larger than income. Even with foregoing 
medical and dental care and cashing or borrowing on insurance, the average 
Ames citizen cannot long exist if rents are allowed to stand at the increased rate. 
I understand this condition exists, though to somewhat lesser degree, in other 
decontrolled cities. With increased income-tax rates and the prospect of frozen 
wages there seems to be no solution. 

Can you help? If we have erred in sending these papers to your office, we 
respectfully request that you forward them to the proper department or person 
for consideration. 

Thank you. 

Sincerely, 
Mrs. J. G. RAGspALe, Spokesman. 


(A petition, signed by about 75 residents of Ames, Iowa, was placed in the 
files for the information of the committee. ) 


Boston, MAss., May 4, 1951. 
Senator LEVERETT SALTONSTALL, 
Senate Office, Washington, D. C.: 

We do not think it is of best interest of our country and particularly New 
England to pass amendment of Defense Act authorizing Government to become 
sole buyer of wool. It will ruin wool trade all over the country. 

LAWRENCE T. Ritcuie Co., 
LAWRENCE T. Rircuie, President. 


Boston, MASss. 
The Honorable LEVERETT SALTONSTALL, 
Senator of Massachusetts, 
Washington, D. C.: 


Have sent letter tonight protesting wool amendment on defense bill. Believe 
this should be given considerable thought. 
JOHN P. Roserts, 
Wool Editor, American Wool and Cotton Reporter. 


Rapip City, S. Dak., May 24, 1951. 
Senator BurRNeT R. MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 


I, as landlord and chairman of the advisory board for the Rapid City-Sturgis 
rent area, feel rent control in Rapid City is a must. The only way to better it 
out in this district is to have every rental unit in Rapid City controlled. 

Under the present system a lot of rental units in our community which do not 
come under the present law not only makes a hardship on the tenants but makes 
dissatisfactory feelings among the landlords that are under control. For in- 
stance, one unit rents for $50 under control and a decontrolled unit not as good 
rents for double that amount. 

ABE WILKINS, 
Chairman, Rent Advisory Board. 
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Tue Mutvuat Benerir Lire Insurance, Co., 
BIRMINGHAM 38, AtA., May 18, 1951. 
Senator JOHN SPARKMAN, 
Member United States Senate, 
Senate Office Building, Washington, D. C. 

Dear Senator: I have recently noticed through the local press that there 
is some possibility of you and your Committee on Price Controls including 
business places to be covered by said controls. 

I cannot urge you and your committee too much to include places of business 
under said controls, as I have known personally that landlords have increased 
their business rents several hundred percent during the last 5 years, and it is 
hurting the small-business man. 

My work is mostly public relations work and I have had occasion to have 
so many of the small-business men tell me of the imposition of excessive rents 
charged them for their places of business. I think this bill should serve the 
best interests of our country to include business rents under said controls, 

With kindest personal regards and many best wishes for your continued service 
to our country, I am 

Your friend, 


LOFTON RUTLEDGE. 


RESOLUTION AbDOPTED BY THE Sait LAKE City CHAMBER OF COMMERCE ON May 
29, 1951 


We feel that if Congress determines that price and wage controls are neces 
sary, the 1950 Defense Production Act, as written, is ample and that under no 
circumstances should the act be extended beyond 1 year. 

We feel that it was the original intent of Congress that the Defense Produc 
tion Act should control prices rather than profits and we are opposed to profit 
control. 

We are completely opposed to the amendments as proposed, feeling that they 
are unnecessary and would discourage free enterprise and production, 

We also feel that under no circumstances should price control be continued 
without effective wage control, and that price control should be limited to the 
cost-of-living items. 


OFFICE OF THE HousInG EXPEDITER, 
San Diego, Calif., May 24, 1951. 
Re advisory boards. 
Hon. BurNet R,. MAYBANK, 
United States Nenate, Washington, D. C. 


DEAR SENATOR MAYBANK: The advisory boards of the San Diego city and 
county area are deeply concerned with all phases of the control program under 
consideration by your committee and particularly for immediate legislation that 
will stem the ever increasing inflationary spiral by restoring rent control to this 
No. 1 critical war emergency area. 

The San Diego area—with the largest naval and marine training base on the 
Pacific coast and center.of one of the largest aircraft industries in the West- 
has experienced a jump in its population of some 75,000 in the past 10 months, 
with frantic appeal for housing in an area that for the past 8 years could 
not meet the demand for adequate family accommodations. The naval housing 
officer at this base reports today a waiting list of 5,197 families, now shunted 
to temporary and make-shift quarters. Recruiting of labor for pressing and 
lagging war industrial contracts is frozen and stymied, both by a shortage of 
housing (20,000 units are needed) and the skyrocketing of rents following 
decontrol of the area on September 1, 1950. 

Our advisory board members, under the Housing and Rent Act, are local 
residents of many years, serving without compensation and direct representatives 
of three groups, to wit, landlords, tenants, and the public at large. In our investi- 
gations and hearings for the past 4 years—where we have made it a policy 
to give liberal adjustments (30 percent) on rent ceilings to all landlords who 
would qualify—we have found that, while all rental property owners are not 
gougers and violators, still under decontrol moral suasion is futile, and far too 
great a number, if not a majority, yield to the temptation to profiteer by exorbi- 
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tant rent charges. The average take-home pay in this area for all types of 
workers is about $50 per week; we submit fhat these families cannot pay $100 
per month rent for shelter and keep body and soul together. 

We respectfully urge favorable consideration of the whole control program 
and extension for one more year, to include recontrol of rentals in all critical 
areas such as San Diego. 

KENNETH B. CARSON, 
Chairman, Advisory Board No. 1. 

C. V. Brown, 
Chairman, Advisory Board No. 2 


CIO INpustRIAL Union CouNcIL, 
San Francisco, Calif., May 21, 1951. 
Senator BuRNeT R. MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR MAYBANK: We see by the papers that you aren't getting many 
letters concerning the Defense Production Act, and that you doubt that a 
stronger bill extending that law will be voted by the end of June. 

We also see by the papers that the meat packers are back in Washington to 
tell Congress that meat prices are “too low” and “subnormal,” which is ironic 
considering what’s happened to meat prices under OPS regulations here in San 
Francisco. When those rulings took effect a few days ago, the result was im- 
mediate price increases of from 21 to 45 cents a pound for such meats as ground 
beef, rump roast, and corned beef, with a promise that sometime in the future 
there might be reductions in some higher-priced meats. 

That’s not what we call price stabilization, and that’s an example of what we 
think is wrong with the present Defense Production Act. We believe it should 
be changed in the new law. 

The San Francisco CIO Industrial Union Council urges approval by your 
committee, and early final action in the Senate and the House, of S. 1397 
after it has been improved by several strengthening amendments. Such im- 
provements, we suggest, would include real dollars-and-cents price controls, 
prevention of hidden inflation by reduced quality of consumer goods, a strong 
rent-control law instead of the present decontrol measure, adequate funds for 
price and rent control enforcement, regulation of commodity speculation, volun- 
tary methods of civilian manpower utilization, and maintenance of the present 
powers of the Wage Stabilization Board. 

We recognize that the success of the present military preparedness program 
will require work, effort, money, and sacrifices from labor and all Americans. 
The labor movement is making that contribution and will continue to do so. 
But we regard the halting of runaway inflation as all-important, and for that 
reason urge you to support enactment of a fair, strong, and equitable extension 
of the Defense Production Act. 

Very truly yours, 
Wirttram A. MILLIs, 


Secretary-Treasurer. 


Wwa. Scutuperserc-T, J. Kurpie Co., 
Baltimore, Md., April 25, 1951. 
CLERK, JOINT COMMITTEE ON DEFENSE PRODUCTION, 
Senate Office Building, Washington, D. C. 
Dear Srr: I respectfully request that the enclosed copy of my letter to the 
Office of Price Stabilization be filed as my statement at the forthcoming 
hearings on the Defense Production Act. 
Sincerely yours, 
W. F. Scuituverpere. 


APRIL 16, 1951. 
Mr. Huco R. HorrMan, 
District Price Director, Office of Price Stabilization, 
Baltimore 1, Md. 
Dear Mr. HorrMan: I am taking the liberty of writing you to acquaint you 
With the critical condition that confronts our company at the present time, and 





2724 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


while I am presenting our own case from our own standpoint, in my opinion 
the facts apply equally to the meat-packing industry as a whole because our 
position is typical of the entire industry. 

When the Defense Production Act of 1950 became law it appeared to give 
protection against a price squeeze such as existed during OPA days of World 
War I when our industry was placed in a very critical position which was cor- 
rected only through the decontrol of meat prices. We put faith in the statement 
in paragraph (d) (3) under section 402, title IV of the Defense Production Act 
of 1950, “that in establishing and maintaining ceilings on products resulting 
from the processing of agricultural commodities, including livestock, a generally 
fair and equitable margin shall be allowed for such processing.” 

On January 26, 1951, the Office of Price Stabilization issued the Genera) 
Price Ceiling Regulation which put ceilings on products generally, including 
meats but not on live animals. In spite of our bitter experience with OPA during 
the last war, we accepted the general price freeze order in good faith and are 
trying sincerely to operate under it; however, with livestock prices remaining 
unbridled and with a good demand for meats, the price of livestock rose quickly 
and we were immediately subjected to a squeeze between higher livestock prices 
and ceilings on our products which were based on lower livestock prices. 

Of course the General Price Ceiling Regulation was intended to be a temporary 
measure but the meat-packing industry has been waiting 11 long weeks for the 
promised tailor-made ceiling prices, including ceilings on live animals, and our 
position has become increasingly and progressively worse from a financial stand- 
point. The only tailor-made ceilings that have come out of Washington at all 
have served to make the squeeze tighter through rolling back prices for our most 
important byproducts, namely, hides, tallow, and greases, without a compen- 
satory adjustment in the ceiling prices of meats. Under normal conditions the 
revenue derived from the sale of byproducts is reflected in a lower cost of the 
dressed meat to the consumer. 

The theory has been that if ceiling prices are placed on meats at the packing 
house level that the packers in their own interest would exert sufficient pressure 
on livestock prices to keep the industry in a healthy position. However, with the 
existing supply-and-demand situation this is impractical because the meat-pack- 
ing industry is not potent enough to roll back the price of livestock. 


AprIL 16, 1951. 

Ceiling prices on meat products are unworkable without ceilings on livestock 
prices, but on the other hand, ceilings on livestock without ceilings on feed may) 
result in reduced livestock production. We feel that the surest way to keep 
meat prices down is to encourage and not discourage livestock production. After 
all, the consumer is always the final judge of how much she wants to pay for her 
meats and she can exercise restraint in the purchase of meats which sooner or 
later will result in a better balance between supply and demand. 

Recent front-page news releases declaring that food prices and profits had 
to be reduced have been misleading and unfair to the meat-packing industry. 
How can you reduce profits when there are no profits? Furthermore, meat is 
not taking a larger share of disposable income than it did a year ago. During 
1950, the retail value of the meat consumed in the United States equalled 5.6 
percent of disposable income. This was the same as during 1949 and compares 
with 6.4 percent during 1947. Aside from creating a false impression as far as 
the meat-packing industry is concerned, such expressions from high Govern 
ment officials is evidence that they are not aware of the seriousness of the 
situation. 

To be more specific, our beef operations which, by the way, are the most 
critical, have been showing losses consistently since the general price freeze 
order has been in effect and last month we showed an average loss of $20 for 
each head of cattle slaughtered, with no better prospects for the immediate 
future under this pattern. 

We have tried to buy the livestock at lower prices and the result is that we 
do not get enough livestock to meet the demand and our customers are clamoring 
for more beef. The consequence is that what purchases we made have been 
made at tremendous losses and we are now confronted with a major decision ; 
that is, to suspend operations which has serious consequences and dissipates a 
trained labor force: to continue taking the losses; or to ignore the regulations 
because they are not in accordance with the spirit of the Defense Production 
Act and therefore their legality can be questioned. Each of these courses is a 
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very serious one and one that no legitimate operator wants to take. There is 
no doubt that we should have taken the initiative before this time but we had 
hoped that an adjustment would be made soon, however, as stated above, 11 
long weeks have now passed and we must take some action soon because no 
company can continue in a loss position very long without some assurance of a 
correction. 

We feel that our position has been placed in jeopardy needlessly and unnec- 
essarily by a lack of understanding on the part of those who are responsible 
for these regulations and I urgently and sincerely ask that you do everything 
in your power to see that we get quick relief from this squeeze so that we can 
be assured of a continuation of our operations. 

Yours very truly, 
W. F. SCHLUDERBERG, 
President. 
[Press release] 


BALTIMORE, April 19.—Prolonged price controls and a growing black market in 
meat threaten to develop into a national scandal, John Holmes, president of 
Swift & Co., declared today. 

Speaking at a luncheon of the Baltimore Association of Commerce for the 
board of directors of the American Meat Institute, Holmes said “there are many 
indications which support the belief that a considerable black market has already 
developed.” 

“It is greatly to be hoped that Congress will recognize the situation, before 
it develops into a national scandal, and vote out attempts to control meat prices 
by regulation, a procedure which all experience proves is futile,” he said. 

“T am fearful that a growing philosophy of dependence upon controls may lead 
us to the point of no return. As much as all of us, including those in Govern- 
ment, may want to get our business system back on a free-market basis, expe- 
rience in other countries has shown that it is a difficult thing to do. 

“Meat packers can testify that real control of meat prices by artificial means— 
ceilings, rationing, and the like—is impossible,’”’ Holmes stated. “Such things 
only camouflage the true situation, giving us a set of fictitious prices while the 
real inflationary pressure produces a bigger and better black market where the 
sky is the limit.” 

Holmes declared there is a serious danger that price control will discourage 
livestock production and disrupt meat distribution. 

“Normally, free markets automatically regulate equitable distribution of 
meat, but when prices are not free to fluctuate, in accordance with constantly 
changing supply and demand conditions, local shortages and surpluses occur,” he 
said. 

“Black markets take meat out of normal channels of distribution and, when 
this occurs, centers of population suffer most. This is because black markets 
reduce livestock supplies available to well-established meat packers who comply 
with the regulations. This reduction is very significagt in the case of federally 
inspected meat packers who are the only processors authorized to distribute meat 
in interstate commerce.” 

Holmes said that while every citizen must do his part in helping make present 
stabilization controls work, “it is our duty, nevertheless, to point out the in- 
adequacies and actual dangers of a controlled economy.” 

“Stop-gap controls are not the real answer to our inflation problem. Basic 
anti-inflation steps must be taken immediately. These steps include sound Gov- 
ernment monetary policies, pay-as-we-go taxation, limitations on credit, in- 
creased private savings, strict economy in Government, Federal, State and local, 
and strict economy in business and individual spending.” 


Boston, Mass., May 4, 1951. 
Senator LEVERETT SALTONSTALL, 
United States Senate, Washington, D. C. 

Strongly recommend you protest against proposed amendment Defense Act 
authorizing Government become sole wool buyer. This is unwarranted inter- 
ference in private enterprise. Unnecessary due to availability of wool at prices 
below authorized Government ceilings based New York Wool Exchange. 

HaAroup 8S. SMALL. 
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STATEMENT OF SMALL PROPERTY OWNERS LEAGUE, G. G. BAUMEN, CHAIRMAN, 
CooRDINATING COMMITTEE 

On July 28, 1950, the city council of Los Angeles, Calif., after a public hearing, 
adopted a resolution finding that there no longer existed such a shortage in 
rental housing accommodations as to require rent control in this city. In so 
doing it because the first and only one of the very large metropolitan areas in the 
United States to take this step. Why? 

When the city council voted for decontrol the Housing Expediter resorted t 
every trick, device, and subterfuge which he and his cohorts could concoct, in- 
cluding collusive lawsuits 3,000 miles away, to block this step. However, the 
indignation of an aroused and shocked citizenry wouldn’t take the Expediter’s 
“No” and pressed the matter until on December 20, 1950, decontrol of Los 
Angeles was attained. Why did the citizenry of this particular community rise 
up to fight the rent czar? 

The answer to this and the preceding question, we believe, will be found in 
the fact that there are thousands of small property owners, small landlords, 
in this community—perhaps more than in any other area in the country. Their 
experience under rent control brought forth a rebirth of the spirit of the Boston 
Tea Party. They had had enough. But let us look at the small property owner 
under rent control in Los Angeles. 


ABUSED WITHOUT REASON OR CAUSE 


For the most part the small landlord could not afford to employ. representatives 
to intercede for him at the rent office. Consequently, he went himself to the area 
rent office whenever he sought adjustment or general information in regard to 
his property. Instead of being serviced by an unbiased neutral agency endeavor- 
ing to equitably administer the laws, the property owner found that he was 
subjected to insults, discourtesy, and for the most part treated as though he 
were on probation under the surveillance of a vindictive conqueror. 

Illustrative of such conduct is the case of Mr. and Mrs. Jensen who purchased 
a home on Logan Street in Los Angeles. Mrs. Jensen went to the local rent 
office to request a form with which to apply for a certificate to get possession of 
the house from tenants then in possession. She was curtly told by the man at 
the counter * * * “Who the devil do you think you are that you have a 
right to buy a house and put someone out to live in it yourself? You cannot have 
a form.” She got a form all right, but through an attorney and not at the rent 
office. 

There was one set of rules for tenants, another for property owners. Where 
a landlord failed to file a registration statement at the time of rental, regardless 
of the circumstances, the rent office reduced the rent retroactively to the date of 
such first rental. No such retroactivity, however, could be obtained on behalf of 
the landlord in cases where he had improved his property or converted it from 
unfurnished to furnisheg but had inadvertently delayed in requesting an ad- 
justment. In such case if a complaint for overcharge was made covering the 
time prior to his application for adjustment no consideration could be given to 
the fact that improvements had been made or that the place was now furnished. 
He simply paid without recourse. 

The unalterable rule of the area rent office was to reduce the rental rate for 
which units were first rented after the maximum rent date. This rule was 
applied arbitrarily and without regard to the rental value of the premises or of 
comparable accommodations in the area. A typical application of this rule is 
found in the case of a widow who, after her husband passed away in 1949, rented 
her six-room home ou Mayberry Street in Los Angeles for $60 per month and 
went to live with her relatives. Her rent was reduced by the rent office to $40 
per month, although across the street from this house a converted one-car garage 
with a cement floor and containing a portable stall shower rented for $90 per 
month. 

The compliance section of the Los Angeles Rent Office subjected the small 
property owner to threats, intimidation, and verbal abuse in their attempt to 
extract or extort penalties where no penalties were due. This section seemed 
to take particular delight in frightening and abusing women property owners. 
The personnel in this section cared little about equities in the matters before 
them. Their theme was “pay triple” or “pay double” (in cases of alleged over- 
charges), or we will put you in jail, take your property, and assess attorney 
fees against you. 
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Typical of the conduct of this section is the case of Vera Griffin, who, when 
she appeared before a compliance negotiator, was haughtily told that she must 
pay $3,000 immediately; that he didn’t eare what the facts were; that if she 
didn’t, her property would be taken from her, she would be dragged through 
court and assessed even more than that plus attorney fees. She went to court. 
The court found—as she had admitted—that there was technically an overcharge, 
but that the equities were all in her favor and against the Government; that 
the overcharge was $300, not $3,000; that no penalties or attorney fees were 
allowable. 

Applications for certificates to secure possession of property were denied at 
the whim of the rent officials and, for the most part, without reason or justifica- 
tion. A simple letter from a tenant objecting to an application for a certificate 
or an adjustment in rent often resulted in its denial without further consideration. 


INTERFERENCE IN LOCAL COURT PROCEEDINGS 


In 1947 (to April 1949), when Congress placed the determination of eviction 
matters in the hands of the local courts, the rent office still endeavored to main- 
tain its iron grasp over the control of property. Its rent attorneys frequented 
the municipal courts and whenever the opportunity presented itself sought to 
influence the courts against the property owners in eviction matters, speaking 
at their own request as a so-called “friend of the court.” 

But this was only part of the picture. Where the rent office felt that in some 
particular case a landlord might prevail (or the tenant asked their help) or 
that a decision in favor of the property owner might set a precedent unfavorable 
to their slanted administration of the law, they enjoined the landlord from pro- 
ceeding with his case in the State court by a United States district court injunc- 
tion. This was done despite the fact that the tenant was represented by inde- 
pendent counsel, that the case was at issue before the municipal court, and 
that every defense which could be raised was raised in such action. 

When this happened, the small property owner threw up his hands. He was 
not financially able to fight the Federal Government through a delayed district 
court case merely to decide whether he be allowed to proceed with an eviction 
suit already pending in the State court. Thus, the rent office succeeded in per- 
petuating the tenant in occupancy and denying to the property owner access to 
his own local courts. 


STRIFE AND CONFISCATION 


The rent office consistently pursued a policy of setting renter against property 
owner where no cause or reason for friction previously existed. As a result 
hundreds of property owners locked up their units when a vacancy occurred 
rather than endure the abuses which they had experienced under the stimulation 
and sanction of the rent officials. 

A typical illustration of the practice of the rent office of stimulating strife and 
friction may be found in affidavits of tenants James R. Moyes, Ruby Keefer and 
Louis E. Surrett on file in the case of Woods v. Wheeler (No. 7856 W, United States 
District Court at Los Angeles). The affidavits of these tenants set forth that 
without invitation they were contacted by investigators of the rent office who by 
intimidation and coercion endeavored to secure statements from them that they 
were dissatisfied with their housing and that they had been overcharged. Some 
were insulted when they refused to sign previously prepared statements handed 
them by these investigators. These affidavits set out that these gestapo men 
from the rent office held “cell” meeting among the tenants on the landlord’s 
premises to stir up trouble and complaints and one meeting was presided over 
by an armed representative of the rent office. 

When the 1949 amendments to the Rent Control Act recontrolled properties, 
many small property owners who had gone to great expense to modernize and 
improve their properties which had been previously decontrolled lost such prop- 
erty as a result of the confiscatory ceiling reimposed by the rent office. 

The fair net operating return formula provided in the rent law was emasculated 
and circumvented by the rent office. To illustrate this is the case of Mr. Robert 

-abst who after refurnishing, redecorating, and reequipping some units on 
Coronado Terrace in Los Angeles for rent to nurses at the nearby hospital at the 
rate of $8 per week, had the rate cut to $5 and $5.30 per week by the rent office. 
This was done despite the fact that his actual operating cost—as admitted by 
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the rent office—was $6.25 without allowance for depreciation. This liquidated 
Mr. Pabst as a landlord. 

Owners of larger properties found that from time to time by paying substantial! 
sums of money to individuals who claimed to have “influence” and knew where 
to spread the money at the local office, got desired adjustments. The small- 
property owner was aware of this but aside from his moral abhorrence of the 
practice he couldn’t afford to buy relief. 

Significant to the small-property owner was the fact that on the local advisory 
board in Los Angeles there was not one true property owner representative. 
It contained a rigged and biased group, apparently ever ready to do the 
Expediter’s bidding. 

The small-property owner found that rent control meant confiscation, that 
it was in fact “property” control; that under it he was denied freedom of 
contract; that he was required to subsidize persons often in better financial 
condition than he; that it was arbitrarily and vindictively administered; and 
that his efforts to secure adjustments and equity were met with abuse, slander, 
and rejection. This was the plight of the small-property owner under rent 
control in Los Angeles. 


RESULTS OF DECONTROL 


Five months after decontrol finds Los Angeles with thousands of repainted, 
refurnished, clean, moderately priced housing units for rent. Competition has 
brought rents down. Many rents are below that which existed under rent control. 
Hundreds of units are offered for rents below $50 per month. It is now necessary 
to fix up and to advertise to even rent at all. 

Among the small landlords these vacancies are not reflected in the surveys of 
professional property-owner associations. The greater part of these small land- 
lords cannot afford the cost of membership in such organizations and thus there 
is no accurate count of their vacancies. 

One barometer to vacancies, however, can be found in classified ads of housing 
for rent. On May 6, 1951, there was in excess of 66 percent more ads of housing 
for rent in local newspapers than there was 1 year previously under rent controi. 

In the matter of evictions the records of the municipal court disclose approxi- 
mately the same number of eviction suits as were filed 1 year previously when 
rentals were not only under control but certificates were required in most cases. 

Thousands of dollars have been spent for furnishings and improvements. 
Craftsmen, tenants, merchants, and the community at large has benefited from 
the elimination of this unnecessary “police state agency.” The small property 
owner has his property back and shudders at the thought that he may again be 
subject to the tyranny and confiscation which he endured under rent control. 





STATEMENT OF JOHN SPARKMAN, A UNITED STATES SENATOR FROM THE STATE OF 
ALABAMA 


In America today small-business men in large numbers are in trouble. Within 
the short space of 1 year thousands of small independent companies have found 
themselves about to be thrown into the economic discard. Our defense mobili- 
zation program has passed them by. 

How this has come about is a tragie story of national mismanagement. We 
have failed so far to make use of the lessons learned so bitterly during World 
War II, when almost one out of every five of our small-business men were forced 
to ciose their doors. 

Today we are on the verge of making the selfsame mistake. Unless concrete 
action is taken at once in behalf of our small independent enterprises, we may 
expect to see in the next few years one of the highest rates of mortality among 
small companies in our history. 

I have studied this matter very thoroughly. I have conferred on it with innu- 
merable businessmen and I have discussed the pros and cons on many occasions 
with my colleagues on the Senate Small Business Committee and with other 
Senators. 

In addition, our Small Business Committee and its staff this year has held 
extensive public hearings on the effect of material shortages on small plants. We 
have, as of this date, had 5 weeks of procurement hearings in an effort to deter- 
mine why small manuracturers have so far been unable to obtain a fair share of 
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war contracts. And we have sponsored some 74 so-called small-business clinics 
in almost every State at which more than 60,000 small-business men stated 
their problems. 

As a result of the body of information thus acquired, I have found an almost 
unanimous opinion that, first, small business today is threatened to an extent 
which may very well spell disaster for thousands of our smaller companies, and 
second, that the situation is grave enough to require the same drastic approach 
that was used during the last war, namely, the creation of an independent agency 
of Government to protect the interests and to foster the welfare of the smaller 
producing units of our economy. 

With these comments, by way of introduction, I want now to explain why the 
55 cosponsors of this amendment and I have. been compelled to the conclusion 
that such action in behalf of small business is necessary * * * not merely 
desirable, but imperative. 

From the point of view of American small business, the extent to which 
economic history has repeated itself within 10 brief years is truly amazing. 
There is a precise parallel between the disadvantageous position in which small- 
business men find themselves today and the situation by which they were con- 
fronted during the early years of the last war. It is as though the present is 
holding a mirror to the past. 

Now as then, the smaller companies are being squeezed out of existence by an 
acute shortage of many of the basic materials of production. It is common 
knowledge to even the casual newspaper reader that shortages of steel, copper, 
aluminum, tin, and a dozen other critical materials have had, since Korea, a 
disastrous effect upon the profitable operation of thousands upon thousands of 
small concerns. We know that steel warehouses which traditionally supply 
small plants that use steel in less than carlots, have current inventories of less 
than 30 percent of normal. There simply is not enough to go around. 

Now, as just after Pearl Harbor, the vast majority of war contracts are being 
channeled to a relative handful of large companies. This is being done to an 
extent where large backlogs have accumulated and the expected life-saving flow 
of subcontracts to small companies is yet to begin. 

I hear every day small-business men say that they have approached large prime 
contractors for subcontracting opportunities and have been told to come back in 
1952 or 1953. This lagging production situation ties directly into the material 
problems being encountered by small-business men. It boils down to this: large 
war prime contractors with their priority rated orders are obtaining and accu- 
mulating the bulk of available supplies for the present and future processing of 
their contracts. The crumbs that are left over have reduced many a small 
factory to a starvation diet. 

To only a few does the flourishing gray market in metals offer any relief. 
Only a few small companies with unusual financial resources can afford to pay 
gray market mark-ups for steel, copper, and aluminum, which amount to 200 
and 300 percent increases over the normal price. 

When you add to the material shortages and to the dearth of war contracts, 
the difficulties encountered by small- and medium-sized business in obtaining 
needed financial assistance to tide them over the period when they are trying 
to convert to the production of war items, and have added to these three major 
and crippling handicaps all of the difficulties involved in trying to do business 
under our current controlled economy with segard to prices, wages, and credit 
restriction, it may readily be seen that survival prospects of even the most rugged 
small companies are dim indeed. 

The Congress, in June of 1942, recognized that small business needed more 
than lip service from its Government. The result of this recognition was the 
passage of Public Law 603 which created the Smaller War Plants Corporation. 
The act was passed, you will recall, without a dissenting vote in the Senate or 
in the House—this unanimity being to my mind the most eloquent possible 
testimony that Congress then realized that American small business was just 
about down and out. 

I would like to review briefly exactly when happened when the Smaller War 
Plants Corporation swung into action. This was at a time, you will recall, 
when the military services were in the process of channeling 67 percent of 
contracts of more than $10,000 in value to 100 companies. This concentration 
of contracts was not too surprising since our economy had reached a high degree 
of concentration just before the last war. In 19389, 1.1 percent of all manufac- 
turing firms employed 500 or more workers and this 1.1 percent accounted for 
57 percent of all the manufacturing in the country. 
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By the early part of 1942 these big manufacturers had received contracts in 
such heavy volume that their production capacity was, in many cases, completely 
absorbed and even exceeded. 

Contrasted with this situation, thousands of small plants could not obtain any 
war business and were being regulated out of production on civilian goods. So 
little thought was given to this vast reservoir of unused small plant capacities 
at that time, that the Government actually encouraged and, in large part, financed 
huge facilities expansion programs, thus adding to and increasing the size of 
the biggest war contractors. 

In this connection, I have wondered if today we are not tending to fall into the 
same error through our accelerated tax write-off program. 

Through the direct efforts of .the Smaller War Plants Corporation nearly 
60,000 prime contracts were awarded to small manufacturing establishments. 
These contracts had a value of almost $6 billion. 

Thus was the lifeblood of war contracts pumped into our small producing units. 
This was not accomplished without considerable effort. Then, as now, the mili 
tary services seemed reluctant to favor small plant operators. the SWPC placed 
its own employees in each of the military procurement offices and every purchase 
requisition crossed this small business representative’s desk. Those which were 
at all suitable for production by small facilities were earmarked for those 
facilities. 

More than 200,000 individual procurement requisitions were thus examined in 
this most worth-while program. More than one-half of the number and one-third 
of the value of prime contracts awarded with assistance of SWPC went to com- 
panies employing less than 100 wage earners. Sometimes even this procedure 
was insufficient to overcome the tendency of the procurement officers from doing 
business with the large companies. 

Under the authority of Public Law 603, the SWPC, therefore was authorized 
to take prime contracts on its own account from procurement agencies and to 
distribute these to small firms as subcontracts. Twelve of these prime contracts 
were divided, by the Corporation into approximately 260 subcontracts which 
were awarded to qualified small companies which had been certified by the field 
offices of the SWPC as being in urgent need of work. 

Available figures show that through October 1945, the Smaller War Plants 
Corporation assisted in the awarding to smaller companies of more than 52,000 
subcontracts, with a value of over $30 million. Of the 250 war production pools 
which received Government clearance, 32 were formally certified by SWPC. 
Thus, by this mechanism many small facilities not large enough in themselves 
to handle contracts were collectively able to participate to a considerable extent 
in our war program. 

It stands to reason that that volume of new business could not have been 
successfully handled by small plants unless they had access to credit, primarily 
for necessary conversion and expansion and for working capital. That is why 
the Congress wrote into Public Law 603 provisions which authorized the Corpora- 
tion to extend credit to qualified small companies. 

SWPC made 5,808 loans and leases, totaling $504 million, to small plants en 
gaged in war production. Almost one-half of the number of these loans were 
made to companies employing fewer than 25 workers and more than four-fifths 
to companies with under 100 employees. Nearly two-thirds of the number of 
SWPC loans were for amounts less than $25,000 and only 18 percent were amounts 
in excess of $100,000. Eighty-four percent of the value of SWPC loans were 
for working capital purposes. 

I believe that it is a singular tribute both to this program and to the soundness 
of the small companies the Government invested in during this period, that 
losses on these loans totaled only 0.7 percent. 

It is obvious from the above that the 55 sponsors of this amendment to create 
a small business agency can claim no credit as innovators. In essence we are 
simply seeking to apply today to this problem the same type of remedy which 
worked 10 years ago. If that is not a common-sense approach, many of my 
colleagues and I are mistaken. I do not think we are. At this point I would 
like to have inserted in the record a copy of the amendment with a list of its 
cosponsors. 

We are in a position, with respect to the proposed Small Defense Plants Cor 
poration, to profit from our experiences with such an agency during the last 
war. The amendment, for instance, instead of establishing a board of directors, 
calls for a single administrator to be aided by two deputy administrators. We 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 2731 


believe that this will center responsibility and provide a less time-consuming 
administrative operation than could be supplied by a board of directors. 

It is to be noted that upon the recommendation of the proposed Small Defense 
Plants Corporation, the Reconstruction Finance Corporation, out of a special 
set-aside fund of $100 million, is empowered to make loans to small business 
concerns to finance plant construction, conversion or expansion, to acquire 
equipment and facilities, to finance research and development activities and for 
working capital purposes. 

Should the need arise, the Corporation is empowered to extend credit from 
a revolving fund to small companies to aid them in converting to war production. 

The amendment heavily emphasizes the essentiality of procurement aid to 
small companies. The Corporation shall be authorized to take prime contracts 
in its own behalf and to subcontract to qualified small producing units. As 
during the last war, it is contemplated that this prime contracting authority will 
be used sparingly and only on such occasions when military purchasing offices 
seem, without sufficient reason, to be reluctant to award specific contracts to 
small plants which in the opinion of the Corporation are qualified to handle 
them. 

In day-to-day procurement activities it is expected, under the terms of the 
amendment, that the certification by the Corporation to purchasing offices of 
qualified small plants will assure their receiving a fair share of available con- 
tracts. As a further safeguard, the Corporation shall obtain periodic reports 
from purchasing officers on the extent to which they are letting contracts to small 
firms. 

To take care of situations in which suitable small business contracts may be 
too large for any one small company to handle, authority is provided the Cor- 
poration to foster and certify groups or pools of small companies for the fulfilling 
of specific contracts. 

It is most importantly provided that the Corporation is empowered to obtain, 
from suppliers and producers of basic materials, information on their methods 
of allocating available supplies so that small business can be assured its fair 
share of existing supplies. Coupled with this provision is the authority to con- 
sult and advise with all agencies regulating materials and otherwise controlling 
the wartime economy to the end that the interests of small free enterprise will 
be safeguarded. It is further set forth that the Corporation may, with regard 
to materials and supplies, act as a claimant agency in behalf of small business. 

In the field of price, credit, and other controls imposed upon our economy, the 
Corporation will recommend to appropriate Federal agencies necessary adjust- 
ments in such control regulations in order to prevent undue small business 
hardships. 

Management and technical advisory services will be available to small com- 
panies to assist them to process war contracts with maximum efficiency. 

These, in brief outline, are the major provisions of the amendment. I want 
here to emphasize one point so that there may be no possibility of any misunder- 
standing about it. No one is more desirous than I of effecting every possible 
saving in our Federal budget. My allegiance to the pay-as-you-go principle in 
relation to our defense mobilization program is wholehearted and unequivocal. 

I would not therefore lightly propose at this time the establishment, by means 
of this amendment, of an additional and temporary agency of the Government 
without the profound conviction that the job cannot be accomplished by any other 
means. The dollar-and-cents cost of this proposed small-business program must 
not be considered as an isolated figure. It must always be reckoned in terms 
of the major benefits accruing to our entire economy. 

I believe that the annual administrative budget for the Smaller War Plants 
Corporation during the last war, ran between 10 and 12 million dollars. This 
sum in relationship to our present annual budget is almost infinitesimal. It 
certainly will be a worth-while expenditure if you stop to consider the effect 
which full small business participation in our defense program will have on our 
gross national product. 

You will note that it is contemplated that there will be transferred to the 
Corporation the functions of many existing small-business groups now operating 
within the Federal structure. This will, of course, eliminate to a considerable 
extent duplication of effort and expense and provide a degree of centralization 
which is essential in any hard-hitting small-business program. 

It is clear to those who have studied the matter that the operating employees 
in existing small-business units throughout the Government, as individuals, are 
diligent in their efforts to serve small business. It has been observed, however, 
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that these employees, tucked away as they are in the corner of large agencies, 
find that their efforts tend to be less effective than is required when they attempt 
to progress from planning and programing into the sphere of pro-small-business 
action. 

The chief reason for this is that despite a general acknowledgment of the need 
for aid to small business, there exists, at high executive levels, a marked dis- 
inclination to come to grips with the basic problems of small business. As indica- 
tive of the general agency point of view in this regard, I recall hearing the remark 
in 1946, when the SWPC was discontinued, and many of its functions transferred 
to the Department of Commerce that “SWPC is the bad taste in the mouth of 
the Department of Commerce on the morning after the war.” 

Lip service and faint-hearted half measures cannot supply answers to the pres- 
ent problems of small-business men. They are in need of a champion. ‘They 
need an agency free of organizational cross-currents; one which will give forth- 
right and single-purpose attention to the proposition that our Nation cannot 
remain strong so long as we permit a high casualty rate among our smaller 
enterprises. 

The adoption of this amendment will assure small business its rightful place in 
our war economy. 

As indicative of the intense interest being shown by small business, I should 
like to call attention to the fact that the following associations of small-business 
men have testified or filed statements urging the Banking and Currency Committee 
to approve this amendment: 

Howard Williams, Smaller Business Association of New England. 
George Burger, National Federation of Independent Business. 
Wendell Berge, American Association of Independent Industries. 
Ralph West and 8S. R. Christophersen, Smaller Business of America. 
George Eaton, National Tool and Die Manufacturers’ Association. 


STATEMENT OF Property OWNERS ASSOCIATION OF SUMMIT CouNTY, AKRON, OHIO, 
CLAUDE B. CLEVERDON, CHAIRMAN OF THE Boarp 


My name is Claude B. Cleverdon, 640 Falls Avenue, Cuyahoga Falls, Ohio. I 
am chairman of the Board of the Property Owners Association of Summit 
County, Akron, Ohio. 

The rent-control laws have always been administered with prejudice and 
discrimination against the owners of rental housing. 

One of the most pointed examples of this willful discrimination is in the 
personnel that makes up our local rent advisory board. At present there are 
nine on this advisory board, and not one of them are owners of rental housing. 
Surely Congress when they wrote this law stating that this board “as a group 
is representative of the affected interests in the area,” intended that there 
should be owners of rental housing on this board to represent them. 

In the Akron area there are two realtors who are on this advisory board, whom 
the Office of Housing Expediter, without our knowing anything about it, claims 
are representative of the owners of rental property. Let’s look at this situation 
closely; Mr. Ley and Mr. Viggers are the names of these two realtors. Mr 
Ley was one of the three men in Akron area who worked to establish rent con 
trolin this area. He was one of the employees of the rent office in its early days. 
About 6 months ago he was appointed to this advisory board; just saying “black is 
white” does not make it so, neither does just saying a man who worked for 
rent control in its inception, with all of its prejudice and discrimination against 
the owners of rental property, now goes in reverse and represents the owners 
of rental housing. It’s impossible; he just doesn’t know our views and think 
ing and our problems. 

I have had several interviews with Mr. Viggers. Rent control has made a 
lot of business for the realtors, and it’s not human nature to work against one’s 
interests. Therefore it’s impossible for them to truly represent our views be 
cause they do not know our problems and our feelings. I have nothing against 
these two men, they are friends of mine. 

Senator Bricker in a letter to me dated May 13, 1949, regarding this matter 
said, “It does appear to me that the board could clearly be constituted with 
fairer representation than at present, but I think this is true of most of the 
rental boards throughout the country,” end quote. 
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Now may I suggest that Congress spell out the representation on these boards. 
If there is to be five, make it two tenants, two owners of rental housing and one 
who truly represents the public (not a tenant or an owner of rental housing or a 
union representative, to represent the public). 

Cuyahoga Falls has been decontrolled now for nearly a year and we have a fine 
relationship and feeling between owners and tenants. When rent control was 
removed, but one case of large rental increase was called to my attention, and 
that by one of city council. It concerned the tenant member of the Akron Area 
Rent Advisory Board. The owner told me when I called him, that this tenant 
had three dogs in the apartment and that evenings he would take his chair and 
sit out on the flat roof over the hardware store which punched holes in the 
roof. Therefore the owner raised this tenant’s rent from $55 per month to $100 
per month and told the tenant, “I don’t want your money, I want you out of 
there.” That was the only complaint I heard of when our rents were decon- 
trolled. Believe me I would have heard of them if there had been any, for 
council president made it clear it was up to us owners to police our group in 
ease of exorbitant rent increases. 

In a recent conference with the rent director in the Akron area it was esti- 
mated that probably 3,000 owners of rental housing had not filed the necessary 
blanks to get the recently allowed 15 percent increase over 1941 rent level. To 
show you why these small-property owners will not go to the OHE I wish 
to report the reaction of an elderly owner of rental housing who came to my 
home and asked me to help him fill out the necessary blanks for an increase 
because of increased operating costs. Among the reasons for the increase was 
a new mechanical refrigerator. He said to me two or three times while we 
were working out the details, “you don’t think they will cut me instead of raise 
me do you?” Then I went over to his house about a week later and asked him 
if he had heard from his application for rent adjustments and he said he hadn’t 
filed them because he was afraid they would cut him instead of granting him 
an increase. I give this example to show you the inferiority complex that has 
been instilled into the thinking, especially of the older people, by the abuses 
heaped upon them by the administrators of this bad and inequitable rent-control 
law. They, the owners, have a real fear in their hearts of these unscrupulous 
administrators of this law. 

In one of my interviews with Senator Taft (you know he used to vote for 
rent control) he said when I told him of some of the “‘gestapo” practices of the 
administrators “I had no idea such things were going on.”” Anyway he changed 
his vote and I believe more of you gentlemen would too, if you were to get close 
enough to these small owners, these little people who have been abused, because 
they have lost their aggressiveness and will to fight for the freedom of enterprise 
which is our American heritage. These elderly people deserve better treatment 
than to be kicked around by these bureaucrats. 

My mother was Dunkard, an offshoot of the Quakers, whose social tenet was 
that any act of government that violates the right of an individual citizen will 
not in the long run prove to be in the public interest. That has followed in the 
case of rent control. 

Rent control cannot be justified now on any grounds but political expediency. 
Controls have become so politically popular in France and other European 
countries that their abolition is now politically impossible. We should, I submit, 
abolish rent controls before we drift further toward a socialistic or communistic 
state. We want a freedom in America that is truly American, and no part of a 
socialized economy administered by what Mr. Truman calls a police state. 


STATEMENT OF PROPERTY OWNERS OF SuMMIT CouNTY, IN¢ 
PRESIDENT 


. &S. H. McDoweELL, 


We would like to give you a brief history of the Akron rent situation—In 19335 
after the bank holiday (and the closing of the banks), our largest bank a con- 
solidation of 27 banks, was not allowed to reopen and the property owners were 
not able to pay their real-estate tax or their mortgages. We had thousands of 
foreclosures on all types of properties. Akron did not recover from this condition 
of bankruptcy, unemployment, and foreclosures until after the war started, or 
abofit 1943. Rent control went into effect the first part of 1945 and the freeze 
date was set back to April 1, 1941. On April 1, 1941, 7,407 persons were on direct 
relief. Fifteen thousand men, which is about 20 percent of the workers of Akron, 
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were on WPA at an average wage of $58 a month. The First Central Bank alone 
had 1,200 rental properties taken in on foreclosures with a 25-percent vacancy and 
an over-all picture of 2,570 vacant units in Akron. Occupied units had an average 
rent of $20 per month. This included properties in all sections of the city. We 
are pointing this out for your consideration when you debate the question of 
writing a new rent-control law. 

We do not think any such law is needed but, if you think such a law is neces- 
sary, we want to plead with you to give it careful consideration and write a 
detailed and fair law and not a haphazard and discriminatory law like the one 
that exists now. 

If you stop to realize how large an industry you are trying to control, you will 
see the necessity for this request. 

In 1943 rents were frozen on approximately 16,000,000 units. At an average 
value of $4,000 per unit this amounted to a $64,000,000,000 industry. <A freeze 
at this time would include many more billions of dollars of value. 

We want to add one more suggestion for consideration if the Congressmen can 
be persuaded to let their good sense tell them what to do instead of using this 
gigantic industry as a political football. Let rent control die with the present 
law. Let rents find their own levels for at least 4 months. Then freeze rents only 
if and when it is necessary to freeze all industry including all office buildings and 
industrial buildings, wages, and material, ete. 

The landlord or property owner is no different than the butcher, baker, or 
candlestick maker and should be given the same courtesy and the same freedom 
of enterprise others have. 

If we are not preparing to wage a war to protect these freedoms and free enter 
prise, just what are we preparing for? 

If it should become necessary to freeze all industries then let local boards as 
well as national boards be established with the powers to investigate and adjust 
gross inequities. { 

A few items of inequities in the present rent-control law, that should be 
kept in mind and eliminated from the new law and suggestions of other details 
to be incorporated in the new law are: 

All now frozen rent should be allowed an increase up to 60 percent at the 
option of the owner. This would not be enough in some cases, but keeping in 
mind that rental units should show a 7-percent net return on the present-day 
appraised value. In case of disagreement on values most communities have pro 
fessional appraisers that are available. 

Evictions should be handled by local law and local courts. 

The new rent freeze should go into effect and be dated as of the first of the 
following month after passage, with an escalator clause to be used at the option 
of the owners in accordance with living costs, collected by he Bureau of Labor 
Statistics. 

Wages and material should be frozen at the same time rent is frozen and rents 
freed at the same time wages and materials are freed of controls. 

The wording of this law should be specific and explained in detail so that 
there will be no misunderstanding of the intent of the law, and no directives 
or regulations be allowed by the administrator. 

No referendum or popular vote should be allowed on this type of law. 

A local board should be set up consisting of five men to iron out gross inequi- 
ties. This board to be composed of two landlords who are owners of at least 
ten rental units, two tenants and one member of the local real estate board, 
these members to be appginted by the local governing body. 

A national committee also shall be appointed consisting of five members, two 
landlords who are owners of at least 10 rental units, two tenants and one mem- 
ber of the National Real Estate Board all to be appointed by the Congress, and 
their salaries also to be determined by Congress. 

Penalties for infractions of the law should be determined by local courts. 

Rent controls should include all buildings, hotels, apartment houses, homes, 
office buildings, commercial buildings, and industrial buildings. 

These suggestions are offered in all fairness and good faith and we hope that 
they meet with your approval. 
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TEXTILE WorRKERS UNION OF AMERICA, 
Washington 4, D. C., June 4, 1951. 
Hon. BuRNET R. MAYBANK, 
Chairman, Banking and Currency Committee, 
United States Senate, Washington, D. C. 


DEAR Mr. Senator: I strongly urge that you read aloud to your colleagues on 
the Banking and Currency Committee, and then have inserted in the Congres 
sional Record the enclosed story from the Charlotte News (N. C.) of May 31, 
which proves that a shockingly large number of school children in our own coun- 
try are today actually going hungry and probably are suffering from malnutrition. 
Three months ago when I circulated to Members of Congress the first story 
in this same newspaper on hungry children there were only 300 going without 
lunches. Today, according to the school authorities, 761 children in that one 
city are unable to buy a noontime meal. 

Again, according to the city oflicials in Charlotte, other cities both in the 
South and elsewhere report they have about the same number of children going 
to school each day with no provision for a noonday meal. 

It is only reasonable to assume that the basic cause for this really sameful 
situation is that the parents of these underfed children find themselves without 
the money to pay for school lunches simply because the rise in prices has out- 
paced the amount of wages they earn. 

The newspaper story intimates that many of the families from which these 
children come are today or have been clients of public or private relief agencies. 
No doubt all of these families, whether they have been obliged to accept assistance 
or not, are in the low income brackets. It is just such families as these who are 
hit the hardest by soaring food costs. Moreover, the breadwinners in these homes 
are almost certain to be nonunion people and in all likelihood unskilled workers 
whose earnings have remained fixed while living costs have gone up. Further 
more, it is a reasonable assumption that if those responsible for these lunchless 
children are not able to provide money for a noonday meal, that the diet supplied 
the rest of the day is probably insufficient also. 

It is our sincere hope that no Member of Congress will attempt to dismiss this 
matter of hungry children as something peculiar and not typical. This condi 
tion is widespread—that is the real point of the story. 

There may be two or three delinquent parents among those who are respon 
sible for the 761 children. This problem cannot be dismissed on those grounds 
Investigation will certainly prove that with few execeptions these families just 
could not afford lunch money. Children are hungry because food costs too much 
No other answer makes sense. 

Some committee or committees of the Congress should at once institute a 
careful investigation into the causes behind this tragic problem. But meanwhile 
steps must be taken to firmly prevent still further increases in the cost of basic 
necessities, especially foodstuffs. 

Very sincerely, 
JOHN W. EvELMAN, 
Washington TWUA Representative 


{From the Charlotte News, Charlotte, N. C., May 31, 1951) 
761 ScHooL Kips Goring HuNGRY, SURVEY’s FINAL FiGURES REVEAL 
FINANCING METHOD IS TALKED 


Reports of the number of Charlotte children who don’t get lunch at school 
have been revised upward for the third time. 

Dr. E. H. Garinger, superintendent of schools, estimated about 4 months ago 
that there are some 300 children here who must go hungry through the lunch 
period. 

A few weeks later it was estimated that a total of 500 children in Charlotte's 
schools do not get lunch because their families could not provide the money. 

A preliminary report from school principals last month showed that nearly 700 
children don’t get lunch. 

Today a committee formed by the Community Council to study the problem 
checked over actual figures from individual teachers and found 761 lunchless 
children. 

C. B. Campbell, chairman of the committee, is forming a subcommittee to make 
a special survey and find the best means of financing lunches for these children 
before schools reopen next September. 
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The 761 children who are not getting lunches come from 526 Charlotte families. 

A tabulation shows 61 percent of them are Negroes. About 55 percent of 
the families involved have, at one time or another, reiceived some assistance from 
the department of public welfare. 

A study is being made to determine how many of these families are now in 
such financial condition that they need welfare aid, aside from their children’s 
lack of lunch money. 


SAMPLE CASES 


Welfare Superintendent Wallace Kuralt is conducting a sampling, directing 
case workers in a study of every twenty-fifth family to learn current income and 
other conditions. 

The community-wide stud} committee, headed by Mr. Campbell, has received 
information from several cities in this region and elsewhere, in its effort to find 
out how the problem of indigent children in schools is being handled. 

Replies from other cities indicate that the number of hungry children in 
Charlotte is not out of line with the total elsewhere. But the problem has been 
met, at least partially, through funds in other cities. 

Meanwhile, State CIO Director Franz E. Daniel called on North Carolina’s 
Senators and Congressmen to help work out a suitable program for providing 
lunches for poor children at school. 


C1lO LETTER 


In letters to the officials, he pointed to a news story which revealed details 
of the problem several weeks ago. His letter follows: 

“The summer vacation just beginning is more than a vacation from school 
for hundreds—perhaps thousands—of North Carolina school children. These 
are the school children of our State who have sat through many, many schoo! 
days with empty stomachs. For them I hope it is a vacation from hunger. 

“The attached news story from the Charlotte News, written by Tom Fesperman, 
tells a heartrending story of suffering by children, many of whom are too 
young to understand. 

“Perhaps during the summer months many or mest of them can pick up odd 
jobs that will help them find enough to eat. Perhaps during these next 3 months 
they won't have to defy hunger and its resultant fatigue to try to get a little 
education. 

“I am writing this letter to each member of the North Carolina congressional 
delegation and to Gov. Kerr Scott, who I am sure will be happy to cooperate 
with you, in the hope that you will take full advantage of any relief the next 
3 months afford. 

“During June, July, and August won’t yeu, along with the other North Carolina 
Congressmen, see to it that these unfortunate children are assured a few cents 
worth of hot lunch each day when they return to school in September? 


“SURPLUS FOOD 


“Our Nation has stored away millions of tons of surplus food. 

“Can't some of it be used for this purpose? If legislation is necessary, I am 
sure you can find enough support for this worthy cause to get it passed. 

“Certainly, some money will be needed to carry out a suitable program. 

“But surely, you will agree, that such funds will be minor, considering the 
relief of suffering the money will bring. 

“Of course, we of the CLO in North Carolina know of the school-food program 
set-up in the United State Department of Agriculture. But Mr. Fesperman’s 
story shows clearly that the program is either not working or is insufficient. 
In view of this, I am sure the people in charge of the program in the Agricul 
ture Department can tell you what is needed and will be more than happy 
to help you. 

“Children should not have to suffer in a land of abundance. Won't you please 
take the necessary steps to help them?” 
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Scrruate, Mass. 
Senator LEVERETT SALTONSTALL, 
Senate Chamber, Washington, D. C.: 


Have been informed by our wool friends along the South Shore that on Monday 
and Tuesday next there will be a hearing before the Banking and Currency Com- 
mittee on the question of the Government solely purchasing the Australian wool. 
They are opposed and have asked me to contact you. I hope you can help. 

NATHANIEL TILDEN, 
Representative, Second Plymouth District. 


JUNE 2, 1951. 
Hon. BurNeT R. MAYBANK, 

Chairman, Senate Banking and Currency Committee, 

United States Senate, Washington, D. C. 

DeaR SENATOR MAYBANK: In accordance with the suggestion in your letter of 
May 10, 1951, I am enclosing 30 copies of this letter which points out wherein we 
believe the Defense Production Act of 1950 should be amended, 

We are particularly interested in the limitations of title LIL, section 308 (b) of 
the Defense Production Act, which at the present time provides in full as follows: 

“(b) Subject to the limitations in subsection (a), purchases and commitments 
to purchase and sales under such subsection may be made without regard to the 
limitations of existing law, for such quantities and on such terms and conditions, 
including advance payments, and for such periods, as the President deems neces- 
sary, except that purchases or commitments to purchase involving higher than 
currently prevailing market prices or anticipated loss on resale shall not be made 
unless it is determined that supply of the materials could not be effectively 
increased at lower prices or on terms more favorable to the Government, or that 
such purchases are necessary to assure the availability to the United States of 
overseas supplies.” 

The limitations contained in the above provision with respect to the price at 
which commodities may be purchased has been interpreted by General Services 
Administration in such a way as to defeat the intention of Congress to encourage 
the participation of smal! business in the defense effort, as provided in title VII, 
section 701 (a). For example, General Services Administration has interpreted 
“currently prevailing market price” in the above section with respect to primary 
pig aluminum to mean that a new producer must sell its ingots to the General 
Services Administration at a price determined by the weighted average of the 
prices of the three existing producers, namely, Aluminum Co. of America, Reyn- 
olds Metals, and Kaiser. These three producers are integrated producers and 
offer anly an extremely small percentage of their primary aluminum production at 
the currently prevailing market price. As a matter of fact the Big Three import 
more primary aluminum than they sell to nonintegrated users. Their sales to 
their own subsidiaries and affiliates are largely at an artificial price, and their 
profits are determined by the sale price of the final product. 

We would suggest, therefore, that the intent of Congress be made even more 
explicit by amending title III, section 303 (b) to read as follows: 

“Subject to the limitations in subsection (a), purchases and commitments 
to purchase and sales under such subsection may be made without regard to the 
limitations of existing law, by such quantities and on such terms and conditions, 
including advance payments, and for such periods, as the President deems 
necessary. Purchases should be made at the lowest possible price except where 
such a policy would defeat the general provisions of this act to encourage 
small business enterprises to make the greatest possible contribution to the 
defense effort set forth in title VII, and except where purchases at higher prices 
are necessary to assure the availability to the United States of overseas 
supplies.” 

The purposes of this amendment assures small business participation in 
defene production, by recognizing larger considerations of antimonopolistic 
policies. 

Very truly yours, 
Unitep ALUMINUM Co., ING., 
A. L. Wueeer, Vice President. 
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STATEMENT OF UNITED ELECTRICAL, RADIO AND MACHINE WORKERS OF AMERICA, 
ALBERT J. FITZGERALD, INTERNATIONAL PRESIDENT 


This statement is submitted to the Senate and House Banking and Currency 
Committees on the occasion of your consideraton of proposals to continue and 
amend the Defense Production Act of 1950. The statement is made on behalf 
of the United Blectrical, Radio and Machine Workers of America (UE) repre- 
senting 300,000 workers in the basic electrical manufacturing industry of the 
Nation. The position taken by the UE on this matter is evolved from the deci- 
sion of our annual convention supplemented by constant discussion and con- 
sideraiton of the issues involved by our rank and file membership through their 
local and district meetings. 


ACT USED TO REDUCE LIVING STANDARDS, BOOST PROFITS 


Nine months of experience with the act have revealed that there is complete 
and irreconcilable conflict between the stated purposes of the act and its actual 
administration. The act declares it to be the intent of Congress to prevent 
inflation, to stabilize the cost of living, to prevent profiteering, speculation, 
ete., to protect consumers, Wage earners, investors, and persons with relatively 
fixed or limited incomes from undue impairment of their living standards. 
But in practice, the act has been administered to promote inflation, to raise 
the cost of living, to encourage speculation and profiteering, and to impair 
living standards. 

Using the false slogan that workers and other consumers have “excess pur- 
chasing power” which causes inflation, the administrators of the act have aided 
and abetted large corporations in a program to reduce consumption and living 
standards and thereby increase corporate profits. The burden of paying for a 
huge war budget has been placed on the people, while that war budget has become 
the basis for enormous speculation and profiteering. 


ONE-WAY STREET TO POVERTY 


The economic stabilization program set up under the act has operated as a 
one-way street leading to drastic lowering of workers’ living standards. Price 
controls have been administered loosely and flexibly, on the principle that rising 
prices are a useful means of reducing the consumption of workers and other 
consumers, Wage controls have been administered rigidly and inflexibly, on the 
principle—stated by your committee last year—that “wage-stabilization is one 
of the devices which contributes to the restriction of purchasing power” (S. Rept. 
2250, August 7, 1950, p. 29). 

The combined result has been a steady process of impoverishment of the 
majority of the American people. 

The conservative staff economists of the Joint Committee on the Economic 
Report have given a restrained but forceful picture of this process of impover- 
ishment : 

“Inflation of the kind that has operated since June 1950 * * * has operated 
to reduce consumption by squeezing down the physical amount which all rela- 
tively fixed-income consumers could buy, unless they borrowed, liquidated assets, 
or reduced their savings. For most low-income consumers that meant that they 
had to pull in their belts but had nothing to show for their abstinence. 

“The essential feature of the mechanism was the lag of fixed incomes, notably 
wage rates and salaries, behind prices. Since most wage rates did not rise as 
fast as prices, real wages per worker who could [not] or did not supplement his 
earnings by longer hours or other shifts (purchasing power of wages) declined 
a bit while real profit incomes increased enormously. * * * Inflation took 
from those that had little and added to those that had much” (Joint Economic 
Report, April 2, 1951, p. 59). 


PROFITS UP 71 PERCENT IN YEAR 


The records show that corporate profits, before taxes. rose from $29.2 billion 
per year in the first quarter of 1950 to $50 billion a year in the first quarter of 
1951 (Beonomic Indicators, May 1951, p. 23). This is an increase of 71 percent. 

In the same period, with the wage-freeze formula adopted under the act, 
average hourly earnings in manufacturing rose only 10 percent (Economic 
Indicators, May 1951, p. 10). Straight-time earnings rose only 8 percent (BLS 
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Hours and Earnings Industry Report for February and March 1951). But 
profits per man-hour in manufacturing rose 68 percent.’ 

Even with longer hours and overtime payments, wages failed to match the 
rise in living costs. Average weekly earnings rose 13 percent, between the first 
quarter of 1950 and the first quarter of 1951. But workers’ living costs, as esti- 
mated by UE on the basis of Commerce and BAE data, rose 15 percent.’ 


ADMINISTRATION FOSTERS WAGE-PROFIT DISPARITY 


It is shocking that the administrators of the act not only see nothing wrong 
with such a situation, but foster its development by holding down wages while 
legalizing price increases and adding to the corporations’ already vast profit 
hoards by liberal grants of tax relief through 5-year amortization. 

Tax certificates are being handed out by Defense Production Administration 
officials at a rate of $10 billion a year—causing the House Expenditures Sub- 
committee headed by Representatives Porter Hardy, Jr., to describe this program 
as “the biggest bonanza that ever came down the Government pipe” and calling 
i*> administration “unsound and detrimental to the public interest’ (H. Rept. 
5u4, May 28, 1951, pp. 1, 2 . 

Manufacturers are authorized to adjust their prices to whatever labor and 
materials cost increases they see fit, up to Mareh 15, 1951, regardless of their 
profit position. As already indicated, manufacturing corporations in the first 
quarter of 1951 were taking in $1.11 per man-hour of production, compared with 
66 cents a year earlier. 


OBJECT 1S REDUCTION OF PEOPLE'S PURCHASING POWER 


The administrators of the act have done these things with their eyes wide 
open, deliberately, because their real object is the redutcion of people’s pur- 
chasing power and the transfer of the war budget’s burden from the corpora- 
tions to the people. 

How ESA has implemented its policy of reducing purchasing power is well 
known to your committee, and it will suffice to outline the facts here. 

The wage freeze, as already indicated, has been rigid. Even if the Wage 
Stabilization Board now permits some relaxation in the 10-percent ceiling, the 
existence of a wage freeze—at whatever level—is a formidable obstacle to suc- 
cessful collective bargaining in a period of tremendous need for wage increases 
to meet higher living costs and increased exertion due to longer hours and 
speed-up. 

Shallow and misleading comparison is frequently made equating price control 
and wage control, suggesting that unions supporting price control and opposing 
wage control are inconsistent. The fact is that wages and prices are determined 
quite differently. No direct comparison can be made between the activities of 
profiteers in setting consumer-gouging prices and the establishment of wages 
through collective-bargaining contracts mutually agreed to by employer and 
employee. Moreover, there is a world of difference between wage payments 
which are barely sufficient to buy minimum needs of existence and the great 
profits built up by price setters along the line—from the manufacturer to the 
distributor to the retailer. 

Consequently, the UE has no hesitation in categorically opposing wage control 
while demanding effective price control. 

The so-called price freeze is a fraud on the public for a number of reasons: 

1. Prices were “frozen” on January 26, 1951, at the highest levels in history. 
There were no roll-backs despite an administration commitment to businessmen 
to hold prices at December 1, 1950, levels. 

2. When issued, the “freeze” excluded about half the items which affect the 
cost of living, including rent, medical, and other professional services, public 
transportation, and the bulk of food items measured in the BLS food price 
index. 

3. The “freeze” has been rapidly converted into a flexible ‘“‘margin control” 
for industry after industry. OPA experience showed margin control to be a 
“cost-plus system—a device by which the price regulation itself formalized and 


1 Profit before taxes, per man-hour, rose from 66 cents:in first quarter 1950 to $1.09 
in fourth quarter 1950, and to an estimated $1.11 in first quarter 1951. Man-hours from 
BLS reports: profits from FTC and SEC quarterly financial reports for manufacturing 
corporations. 

?The Facts About High Living Costs, UE. April 24, 1951. 
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legitimized price increases.” (The Beginnings of OPA, Historical Reports on 
War Administration, General Publication No, 1, Government Printing Office, 
p. 213.) 

4. ESA has further left it to industry to set its own price ceilings by an- 
nouncing, as “basic policy,” that a ceiling will be considered “generally fair and 
equitable” if the industry is earning 85 percent of its dollar profits in the three 
best years, 1946-49 (Johnson to DiSalle, April 21, 1951). ESA has no means 
now available for checking the profits of each corporation, and corporations can 
legally raise their ceilings by claiming an increase in net worth. 

You will recall that one OPS official—former Gov. M. E Thompson of Georgia— 
resigned with the charge that OPS was “manipulating prices rather than con- 
trolling them, and that he could not in good conscience remain on the payroll 
of such an agency (New York Times, April 11, 1951). 

OPS Administrator DiSalle revealed the spirit in which his agency is admin- 
istering its price-control powers when he said in a radio broadcast, February 
21, 1951, that he favored “price rationing” of autos. “Price rationing is what 
we technicians call the process whereby prices are allowed to go so high that 
most people can’t buy the item” (CBS Capitol Cloakroom, February 21, 1951). 


PRETEXT FOR CUTTING LIVING STANDARDS IS FALSE SLOGAN OF “EXCESS PURCHASING 
POWER” 


The pretext for the wage freeze and for “price rationing” is the dishonest as 
sertion that workers and other consumers generally have “excess purchasing 
power.” This is reflected in the Wage Stabilization Board Policy statement of 
December 17, 1951, and in the absurd statement of the Council of Economic 
Advisers that the American people “must stop eating so much cake,” and must 
“do with fewer new pleasure cars and elaborate mechanical amusements, or 
wear their topeoats for longer or get healthier by eating less.” Cf. Economic 
Report of the President, January 1951, pp. 82-93.) 

This is an amazing misrepresentation of the present living conditions of the 
American people. The United States Bureau of Labor Statistics and the Heller 
committee of the University of California have priced budgets which represent 
the living needs of an American family. The BLS budget for a worker's family 
of four, though somewhat more liberal than the WPA “maintenance” budget, is 
only a “minimum adequate” budget. Yet at present prices this budget costs 
$3,900 in the average city. As the Joint Economic Committee staff points out, 
“nearly three-fourths of the population fail to attain it.’ (Report, April 2, 
1951, p. 48.) The average factory worker, employed 50 weeks a year, falls $700 
a year below it. 

The Heller committee “health and decency” budget at $4,300 a year now costs 
$1,100 more than the average factory worker's full-time earnings. 

Plenty of other data is available to show that the American people generally 
have no “excess purchasing power.” The Federal Reserve Board surveys of con- 
sumer finances have shown that the proportion of households with no savings 
of any kind has risen steadily during postwar years and now approaches one 
third of all households. These surveys have shown that two-thirds of all sav 
ings are held by only one-tenth of consumers (Federal Reserve Bulletin, De 
cember 1950, p. 1591 ff.). 

Three-fifths of American families and households in 1949 were below the 
modest income level of $3,200. That was the top of the actual “middle” income 
sroup. These three-fifths of the American people received only 32 percent of 
income in 1949, and accounted for 38 percent of consumer expenditures (Joint 
Economic Report, April 2, 1951, p. 51). 

One of the most terrible reflections on the living standards of most Americans 
is the statement of Federal Security Administrator Oscar Ewing that “for half 
the population—in families earning $3,000 a year or $60 a week or less—any 
thing remotely approaching adequate medical care is out of the question.” 
(Address to Armed Forces Industrial College, October 9, 1950.) 


CONCLUSION 


In view of these considerations, the UE demands that Congress and the admin- 
istration completely reject the false principle that the way to fight inflation is 
to minimize the purchasing power of the people. Instead, the UE insists that a 
successful attack on inflation must strike a body blow at its cause—unrestrained 
profiteering. This means that lawmakers and law administrators must have the 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 2741 


courage, in spite of calculated charges of interference with free private enterprise, 
to wipe out the exorbitant profit record of industry and business today. Spe- 
cifically, it is imperative to end inflation prices which permit the General Blectric 
Corp. in the fourth quarter of 1950 to report profits of $3,182 per employee, 
and the giant General Motors Corp. to exact from the public gross profits of more 
than $114 billion in 1950. If inflation is to be fought, prices must be rolled back 
to eliminate profits of giant sections of American industry amounting to 20-, 
30-, and even 40-percent return on investment. 

The real test is whether Congress and the administration can completely 
reverse its actions in the past and now reject the demands and propaganda 
pressure of the special interests profiteers lobby to serve the interests of the 
working people and low-income families whose daily problem is finding the means 
to eat three decent meals a day. 

The UE demands this be the guide in considering continuation of the Defense 
Production Act, and specifically insists: 

1. All Government controls on wage determination be eliminated in favor of a 
return to free collective bargaining between labor and management. 

2. Effective price-control legislation be enacted to wipe out without compromise 
the profiteers and profiteering prices. This must include (@) roll-back of prices 
stated in clear dollars-and-cents ceilings; (b) necessary production controls to 
eliminate evasion of the price ceilings, particularly to maintain and even increase 
the production of low-priced items and provide maintenance of standards (grade 
labels) to avoid price-control evasion through quality depreciation; (c) a billion- 
dollar subsidy to reduce the cost of living through reduction in the price of food 
without injustice to the income and standard of living of our farming population ; 
(d) to increase penalties for violations and to increase the staff so as to guarantee 
rigid enforcement of all price ceilings. 

3. Rent control of private and commercial buildings with adequate safeguards 
to eliminate the demonstrated devices of rent-control evasion. 

4. Revision of the production control provisions of the Defense Production Act 
to replace pious talk for small business with action to protect small business from 
the assaults and special advantages of the dominant big business monopolies. 

Only by these drastic measures can the Defense Production Act be turned 
from a device to impoverish the American people and give a green light to the 
profiteers and entrenched monopolies into a measure to genuinely protect the 
welfare of our country and its people. This is the urgent demand of the rank 
and file members of the United Electrical, Radio, and Machine Workers of 
America, for whom I speak. 


STATEMENT OF Mrs. CATHERINE Victor, Detroit, MIcH., MEMBER OF VARIOUS 
LocaL AND NATIONAL PROPERTY-OWNERS ORGANIZATIONS 


The atom bomb could not have been more horrifying for us than our experience 
on the 10th of April was, as a result of rent control. 

Our home was surrounded by police, doors smashed in, dragging us out like 
the worst kind of hoodlums or criminals, fingerprinting; the judge booming 
at us with the most horrible accusations, more fingerprinting, a number of 
reporters and photographers comprising the OPA hold-up and final pay-off. 

I would like to have included the court record of our case, but the transcript 
was tampered with and it is so mutilated that there is no sense to it. Most 
of the vicious words are excluded or replaced with something in our favor. 

I remember two most searing remarks by Judge Picard which are not in 
the transcript at all: 

1. “Ob! the landlord—I wish that more of those landlords were brought 
here so that I could throw them in jail, then maybe we would have a better place 
to live in.” 

2. Toward the end of the hearing Judge Picard remarked: “Give him the 
works and fingerprint him, too, because he is the head of the house, and keep 
them both in jail until they pay up”; and he asked the OPA attorney, “What 
is the limit I can give them?” 

Rent control is the worst enemy of American freedom; it gnaws at the very 
heart of America; it creates hatred between landlord and tenant; it puts a 
fear into property owners’ mind—that they would rather lock up the vacant 
room or flat and go to work peacefully than take a chance on even the best 
tenant. 
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I beg you for justice and the return of American freedom for American home 
owners. Before telling you of the fantastic, near-tragedy event that took place 
in our home in connection with rent control a few weeks ago. As the situation 
stands today we fear our Government and our courts, instead of looking for 
justice to them. When our Government creates the bureaus of none less than 
Gestapo methods—the OPA instructing their agents how to trap the innocent 
victims to gain their point—that’s bad. Here is one example of it. The following 
notice is put under the doors of the tenants in Detroit: 

“An Inspector from the Detroit area rent office was here to make an inspection 
of this property. Please call Woodward 2-5930, extension 13, between 8 and 10 
a. m. for an appointment so an inspection can be made.” 

When they fail to get a response from the tenant then they send agents to trap 
the tenants, asking all kinds of questions, teaching them how to create trouble 
for landlords by pro:aising the tenant to get the rent money back for them. If 
the tenants cannot be converted on those Gestapo fake promises of the OPA— 
then they tell them to sign their names on the dotted line, that they are satisfied 
with their place, which in turn the OPA uses it as a complaint against their land- 
lord, as it Was done in our case and unknowingly to decent tenants. 

Below is a brief résumé of our rent-control problems concerning three tenants 
for whom Federal Judge Picard ordered us to be jailed until we paid $775, and 
a $1,037 lien was placed against our property. ; 

Judge Picard ordered us to pay Mr. Rayburn $184. The Rayburns rented 
the apartment with the understanding that only two people were to occupy it; 
but from seven to eight other persons moved in with them, including Mr. Ray- 
burn’s mother, who had asthma. Because of overcrowded conditions and neg- 
lect, insects accumulated; when I insisted that the insects be sprayed, Mr. Ray- 
burn claimed that I annoyed his mother’s asthma and he threatened to sue us. 
The Rayburns had a lovely two-room front apartment—everything furnished, 
except their food and clothing, for $12 per week. Judge Picard ordered us to 
pay one-third back to the OPA. 

Judge Picard also ordered us to pay to the OPA $424 to another tenant, Mr. and 
Mrs. Johnson. When these people rented the apartment they were to be the only 
occupants with an occasional visit from their parents and Mrs. Johnson's disowned 
daughter. Unknown to us, they moved in several cats, later promising to get rid 
of them; instead they accumulated many more cats. Mrs. Johnson’s daughter 
moved in, and was soliciting immoral business over our telehone to such an 
extent that once she stated it was an offer of $85-per-week job, but she had to 
spend 3 nights a week with the man who called her. Another girl of the same 
caliber as the daughter, was brought into the apartment. This girl was brought 
in without our knowledge or permission. When we objected to the use of our 
telephone, we were threatened. We pleaded with the Johnsons to move out of 
our house but they stayed on, disgracing our house to the lowest possible level. 
Finally, we were forced to tell all of our tenants to move so that we could close 
the house, because of Johnsons. All of our decent tenants moved but the Johnsons 
viciously and maliciously defied us. When the case reached the court the John- 
sons were forced to get out of our house by the proesecutor. 

Johnsons had a five-room flat and bath, nicely furnished, with new refrigerator, 
gas heat, light and gas furnished, except their food, for $18 per week, barely 
enough to cover the expenses, but Judge Picard forced us to give one-half of 
it to the OPA. 

Judge Picard also ordered us to pay $70 refund to Mr. and Mrs Collins through 
the OPA. The Collinses were tricked by the OPA agents to sign their name. The 
following is a notarized statement signed by the Collinses : 

“We, the tenants of Mr. and Mrs. Victor, of 1365 Spruce Street, Detroit, Mich., 
have never complained to the OPA. Our name was used through trickery, 
forgery, and fraud by the OPA. 

“We sincerely regret that such action has been used against Mr. and Mrs. 
Victor, faked by a branch of our American Government against them. If there 
is any way that this shameful act on the part of the OPA could be erased, we 
would stand at all times ready to help retract this moral! and financial suffering 
brought on to Mr. and Mrs. Victor by using our name unknowingly to us. 


“WILLIAM C. COLLINS. 
“LILLIAN COLLINS. 


“Subscribed and sworn to before me this 14th day of April A. D. 1951. 


“JuLius M. GROSsSBART, 
“Notary Public, Wayne County, Mich. 


“My commission expires December 8, 1952.” 
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While our son was fighting in World War II for the very freedoms the Rent 
Control Act was taking away from us, we were suffering crucial oppressions. 

The order for arrest in the above case was for Catherine Victor only, but when 
the doors were smashed down by two United States marshals and two uniformed 
city policemen, Jack Victor and Catherine Victor were both arrested and forced 
to go before Judge Picard. In spite of the United States marshal telling Judge 
Picard that Jack Victor was never served with any paper, the judge insisted 
on finding us both guilty and stated, “Keep them in jail until they pay up.” 
When we asked Judge Picard to let us get an attorney to defend us in this case, 
he refused, saying, “You'll get your attorney when I get through with you. 
During the hearing he abused his position by accusing us of being communistic, 
which we consider defamation of our character.” 

Yes, we fear the judges—we have knowledge of an old woman, whose son 
was killed in the war and whose son's insurance money was used to improve 
the building for tenants, but Judge Cody cut the rent and told the tenants 
to live there as long as they wished in spite of the owner begging the judge 
to move them out and she offered to return all the rent, if they would only move 
because they were too abusive. 

There are many cases of record we could refer to—including insanity, sui- 
cides, ete., that can be traced to the Rent Control Act; and even murders. 

All this is such a nightmare that we wish that there was some way to awaken 
and find that there is freedom and justice for all. 

America will not exist long on half free and half slavery. Please give us 
back solid freedom, so we can get along with our tenants as we got along with 
our landlords before we bought our homes the hard way. 

Our property was never registered with OPA, but I was renting it even cheap- 
er than those under the OPA, because I wanted to get along with my tenants, 
otherwise they wouldn't have lived with us some 7 years, but the OPA kept on 
snooping and disturbing our tenants; but having read the Constitution of the 
United States of America, I saw our God-given alienable rights were being 
crippled and taken away by the Rent Control Act. 

It is not rent control we worry about any more—it’s the last place on earth 
where a symbol of freedom still reigns, with the Rent Control Act being used 
for a human guinea pig. 

Why is it a crime to buy a home and be proud to own a piece of America in the 
United States of America? The home owners are treated worse than criminals. 
Licavoli and some others were before Judge Picard just ahead of us. Judge 
Picard gave them all consideration, including cutting their bond from $5,000 to 
$3,000, and joked and kibitzed with them, while he refused to allow us to get our 
attorney or let us out on bond and he ordered Mr. Victor to be fingerprinted in 
spite of the fact that the United States marshal admitted to him that Mr. 
Victor was not guilty. 

Is there any good reason why the American home owners should subsidize the 
American tenant? 

Is it to be soon: America for, by, and of the tenants only? 

My statement is not only the complaint, but it is also the example. It is only 
the thrifty lover of America who will deprive his family of lots of the things 
they need to buy a shelter for his and someone else’s family. These thrifty 
people’s hearts are completely carved out by rent control. 

Here are two additional short examples: 

1. I witnessed, in Federal Judge Levin's court, a case of a family by the name 
of Santo. OPA posed unknown people as the tenants of Santos, so Judge Levin 
gave Santos 3 weeks to liquidate the rest of their property to pay off OPA, which 
will come to about $6,000, the total OPA will get out of the Santo family. 

2. The following is copied from the Detroit Times, Saturday, May 26, 1951: 


“GOUGE STRIPS LANDLORD OF HOME, AUTO 


“Val C. Bush returned home last night from Chicago an ex-property owner 
and a pedestrian after completing arrangements to satisfy a $2,483 treble-damage 
judgment for charging more than OPA ceiling rents. 

“Bush, jailed for contempt after he failed to pay the penalty, was freed after 
he turned over the deed to his house at 50 Collingwood, the title to his car, and 
a life-insurance policy to a Federal judge to pay the claim. 

“The overceiling rents were charged by Bush in a building he formerly owned 
in Chicago, the court record showed. 
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I beg you for justice and the return of American freedom for American home 
owners. Before telling you of the fantastic, near-tragedy event that took place 
in our home in connection with rent control a few weeks ago. As the situation 
stands today we fear our Government and our courts, instead of looking for 
justice to them. When our Government creates the bureaus of none less than 
Gestapo methods—the OPA instructing their agents how to trap the innocent 
victims to gain their point—that’s bad. Here is one example of it. The following 
notice is put under the doors of the tenants in Detroit: 

“An Inspector from the Detroit area rent office was here to make an inspection 
of this property. Please call Woodward 2-5930, extension 13, between 8 and 10 
a. m. for an appointment so an inspection can be made.” 

When they fail to get a response from the tenant then they send agents to trap 
the tenants, asking all kinds of questions, teaching them how to create trouble 
for landlords by promising the tenant to get the rent money back for them. If 
the tenants cannot be converted on those Gestapo fake promises of the OPA— 
then they tell them to sign their names on the dotted line, that they are satisfied 
with their place, which in turn the OPA uses it as a complaint against their land- 
lord, as it Was done in our case and unknowingly to decent tenants. 

selow is a brief résumé of our rent-control problems concerning three tenants 
for whom Federal Judge Picard ordered us to be jailed until we paid $778, and 
a $1,037 lien was placed against our property. ‘ 

Judge Picard ordered us to pay Mr. Rayburn $184. The Rayburns rented 
the apartment with the understanding that only two people were to occupy it; 
but from seven to eight other persons moved in with them, including Mr. Ray- 
burn’s mother, who had asthma. Because of overcrowded conditions and neg- 
lect, insects accumulated; when I insisted that the insects be sprayed, Mr. Ray- 
burn claimed that I annoyed his mother’s asthma and he threatened to sue us. 
The Rayburns had a lovely two-room front apartment—everything furnished, 
except their food and clothing, for $12 per week. Judge Picard ordered us to 
pay one-third back to the OPA. 

Judge Picard also ordered us to pay to the OPA $424 to another tenant, Mr. and 
Mrs. Johnson. When these people rented the apartment they were to be the only 
occupants with an occasional visit from their parents and Mrs. Johnson’s disowned 
daughter. Unknown to us, they moved in several cats, later promising to get rid 
of them; instead they accumulated many more cats. Mrs. Johnson’s daughter 
moved in, and was soliciting immoral business over our telehone to such an 
extent that once she stated it was an offer of $85-per-week job, but she had to 
spend 8 nights a week with the man who called her. Another girl of the same 
caliber as the daughter, was brought into the apartment. This girl was brought 
in without our knowledge or permission. When we objected to the use of our 
telephone, we were threatened. We pleaded with the Johnsons to move out of 
our house but they stayed on, disgracing our house to the lowest possible level. 
Finally, we were forced to tell all of our tenants to move so that we could close 
the house, because of Johnsons. All of our decent tenants moved but the Johnsons 
viciously and maliciously defied us. When the case reached the court the John- 
sons were forced to get out of our house by the proesecutor. 

Johnsons had a five-room flat and bath, nicely furnished, with new refrigerator, 
gas heat, light and gas furnished, except their food, for $18 per week, barely 
enough to cover the expenses, but Judge Picard forced us to give one-half of 
it to the OPA. 

Judge Picard also ordered us to pay $70 refund to Mr. and Mrs Collins through 
the OPA. The Collinses were tricked by the OPA agents to sign their name. The 
following is a notarized statement signed by the Collinses: 

“We, the tenants of Mr. and Mrs. Victor, of 1365 Spruce Street, Detroit, Mich., 
have never complained to the OPA. Our name was used through trickery, 
forgery, and fraud by the OPA. 

“We sincerely regret that such action has been used against Mr. and Mrs. 
Victor, faked by a branch of our American Government against them. If there 
is any way that this shameful act on the part of the OPA could be erased, we 
would stand at all times ready to help retract this moral and financial suffering 
brought on to Mr. and Mrs. Victor by using our name unknowingly to us. 


“Witttam C, COLLINs. 
“LILLIAN COLLINS. 


“Subscribed and sworn to before me this 14th day of April A. D. 1951. 


“JuLius M. Grosspart, 
“Notary Public, Wayne County, Mich. 


“My commission expires December 8, 1952.” 
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While our son was fighting in World War II for the very freedoms the Rent 
Control Act was taking away from us, we were suffering crucial oppressions. 

The order for arrest in the above case was for Catherine Victor only, but when 
the doors were smashed down by two United States marshals and two uniformed 
city policemen, Jack Victor and Catherine Victor were both arrested and forced 
to go before Judge Picard. In spite of the United States marshal telling Judge 
Picard that Jack Victor was never served with any paper, the judge insisted 
on finding us both guilty and stated, “Keep them in jail until they pay up.” 
When we asked Judge Picard to let us get an attorney to defend us in this case, 
he refused, saying, “You'll get your attorney when I get through with you. 
During the hearing he abused his position by accusing us of being communistic, 
which we consider defamation of our character.” 

Yes, we fear the judges—we have knowledge of an old woman, whose son 
was killed in the war and whose son’s insurance money was used to improve 
the building for tenants, but Judge Cody cut the rent and told the tenants 
to live there as long as they wished in spite of the owner begging the judge 
to move them out and she offered to return all the rent, if they would only move 
because they were too abusive. 

There are many cases of record we could. refer to—including insanity, sui- 
cides, etc., that can be traced to the Rent Control Act; and even murders. 

All this is such a nightmare that we wish that there was some way to awaken 
and find that there is freedom and justice for all. 

America will not exist long on half free and half slavery. Please give us 
back solid freedom, so we can get along with our tenants as we got along with 
our landlords before we bought our homes the hard way. 

Our property was never registered with OPA, but I was renting it even cheap- 
er than those under the OPA, because I wanted to get along with my tenants, 
otherwise they wouldn’t have lived with us some 7 years, but the OPA kept on 
snooping and disturbing our tenants; but having read the Constitution of the 
United States of America, I saw our God-given alienable rights were being 
crippled and taken away by the Rent Control Act. 

It is not rent control we worry about any more—it’s the last place on earth 
where a symbol of freedom still reigns, with the Rent Control Act being used 
for a human guinea pig. 

Why is it a crime to buy a home and be proud to own a piece of America in the 
United States of America? The home owners are treated worse than criminals. 
Licavoli and some others were before Judge Picard just ahead of us. Judge 
Picard gave them all consideration, including cutting their bond from $5,000 to 
$3,000, and joked and kibitzed with them, while he refused to allow us fo get our 
attorney or let us out on bond and he ordered Mr. Victor to be fingerprinted in 
spite of the fact that the United States marshal admitted to him that Mr. 
Victor was not guilty. 

Is there any good reason why the American home owners should subsidize the 
American tenant? 

Is it to be soon: America for, by, and of the tenants only? 

My statement is not only the complaint, but it is also the example. It is only 
the thrifty lover of America who will deprive his family of lots of the things 
they need to buy a shelter for his and someone else’s family. These thrifty 
people’s hearts are completely carved out by rent control. 

Here are two additional short examples : 

1. I witnessed, in Federal Judge Levin's court, a case of a family by the name 
of Santo. OPA posed unknown people as the tenants of Santos, so Judge Levin 
gave Santos 3 weeks to liquidate the rest of their property to pay off OPA, which 
will come to about $6,000, the total OPA will get out of the Santo family. 

2. The following is copied from the Detroit Times, Saturday, May 26, 1951: 





“GOUGE STRIPS LANDLORD OF HOME, AUTO 


“Val C. Bush returned home last night from Chicago an ex-property owner 
and a pedestrian after completing arrangements to satisfy a $2,483 treble-damage 
judgment for charging more than OPA ceiling rents. 

“Bush, jailed for contempt after he failed to pay the penalty, was freed after 
he turned over the deed to his house at 50 Collingwood, the title to his car, and 
a life-insurance policy to a Federal judge to pay the claim. 

“The overceiling rents were charged by Bush in a building he formerly owned 
in Chicago, the court record showed. 
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“An attorney for the tenants said he expected to realize about $4,000 from the 
sale of Bush’s property. 

“The Collingwood home is a 10-room building now used as a rooming house. 
Bush said he paid $16,500 for it, but it is mortgaged. 

“The arrangements completed, Bush boarded a bus for Detroit to look for a 
place to live.” 

The full explanation of the above news item is as follows: 

Mr. Bush’s trouble started in Chicago. On May 4 he was arrested in Detroit, 
held overnight in Wayne County jail, and was taken to Chicago next day, where 
he was held incommunicado. During that time everything of value was stolen, 
including keepsakes of his dead wife, who grieved herself to death over this thing 
called OPA or rent control. On the 25th of May, he was let out of jail, and 
was given a choice of paying $5,700 or sign over everything he owned in this 
world, and he was warned not to hold out anything or they would jail him for 
life. 

On his return home, he found his car taken by the OPA, and with Detroit street 
railways on strike, Mr. Bush lost his job because his transportation (the car) 

yas confiscated. The OPA is collecting the rent, but Mr. Bush must pay the 
bills and give free janitor service, or get out. OPA doubled the rents. 

There are thousands of such cases as these, or even worse, all over America. 
Can’t you hear millions of voices calling to you, and begging for the return of 
American freedom for American property owners? 





STATEMENT OF VIRGINIA TourRIsts Court ASSOCIATION, INc., FRANK R. LE GRAND, 
PRESIDENT, F. E. CHANDLER, SECRETARY, FREDERICKSBURG, VA. 


Gentlemen, this statement is respectfully submitted by Virginia Tourist Court 
Association, which represents over 100 selected tourist courts located in the State 
of Virginia. These member courts endeavor to provide for the motoring vaca- 
tionist the best in comfortable and clean transient accommodations. 

Virginia Tourist Court Association takes the position— 

1. That S. 1897 should, by amendment, be made inapplicable to tourist courts. 

2. That if the bill is to remain applicable to tourist courts it should be 
amended to require the President, in fixing maximum rents with respect to any 
tourist court, to give consideration to the seasonal nature of the business of 
such court. 


8. 1397 SHOULD NOT APPLY TO TOURIST COURTS 


Rent control is necessary and therefore justified only when some national 
emergency occasions a dislocation of the country’s economy to such an extent 
that the normally operative laws of business will not neutralize inflationary 
tendencies. 

If the emergency occasions no inflationary trend in one segment of our 
economy, such segment should not be controlled. 

It is submitted that the presently existing circumstances which may dictate 
necessity for establishment of maximum rents on certain types of housing 
accommodations will, in and of themselves, tend to stabilize or reduce previously 
existing rental scales charged by tourist courts. 

Though tourist courts possess some of the characteristics of ordinary rental 
housing and some of the characteristics of commercial hotels, they are different 
in very substantial respects from both ordinary rental housing and commercial 
hotels. Tourist courts, unlike ordinary rental housing, cater only to transients 
and, unlike commercial hotels, they cater only to transients traveling by private 
motor vehicle. Persons traveling by train, airplane, bus, or ship do not patronize 
tourist courts. Further, the tourist court, because of its location usually far 
distant from the business centers of large cities, does not appeal to the average 
commercial traveler. It is designed for and seeks its patronage among motoring 
vacationists. 

So long as a tourist court maintains its basic identity as a tourist court, there 
is no necessity for placing controls upon rentals charged by it. The factors which, 
in an emergency, tend toward inflation of rents charged for ordinary rental hous- 
ing or commercial hotel accommodations e. g., concentration of population in large 
municipal and industrial areas and increased travel by train and plane—actually 
tend to reduce rentals charged by tourist courts. In such a period of emergency 
travel by motor vehicle and vacation travel are drastically curtailed, thereby 
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restricting the market within which the tourist court operates. So long as its 
operation remains basically that of the typical tourist court decreased demand 
will prevent the charging of excessive rentals. Of course, if the court changes 
its basic operation by taking in primarily nontransient persons, it then places 
itself in the category of the rooming house or apartment house and should logically 
be governed by the same rent-control considerations which apply to ordinary 
rental housing. 

In view of the above, it is respectfully submitted that title IV—A, section 452 
(f) (1), of S. 1397, which said subsection defines housing accommodations, 
should be amended by deleting the period at the end of subsection (f) (1), by 
substituting a colon, and by adding the following: 

“Provided, however, That the term ‘housing accommodations’ shall not in- 
clude tourist courts. “Tourist courts,’ as used herein, shall mean any building, 
structure, or part thereof, or land appurtenant thereto, rented or offered for 
rent for sleeping or sojourning purposes primarily to persons engaged in tran- 
sient travel by private motor vehicle.” 


AMENDEMNT OF 8. 1397 IF IT IS TO APPLY TO TOURIST COURTS 


The business of tourist courts is seasonal in nature and is therefore subject to 
terrific fluctuation. Further, the busy season of the tourist courts in one State 
is often different from the busy season of the tourist courts in another State. 
Generally speaking, tourist courts in the northern part of the country enjoy their 
best business in a summer season extending from July 4 to Labor Day, and 
tourist courts in the southern part of the country enjoy their best business in a 
winter season extending from Christmas to Easter. But even tourist courts in 
the same State do not experience the same pattern of business fluctuation. For 
example, though most tourist courts in Florida and South Carolina enjoy their 
greatest business between Christmas and Easter, tourist courts in certain parts 
of either State enjoy their greatest business between July 4 and Labor Day. 

It is interesting to observe that S. 1397, as presently written, designates as 
presumptively fair the rents prevailing during the period May 24 to June 24, 
1950. This period falls neither in the summer tourist season nor the winter 
tourist season. ’ast experience of tourist courts demonstrates beyond any 
question of doubt that such period is off season. To use such period as a 
criterion in fixing maximum rents for tourist courts could not help but result in 
gross inequities. 

Any individual tourist court is required, as a general proposition, to take in 
sufficient receipts during its “season” to pay expenses for the entire year, and 
to yield a reasonable profit. Receipts during the “off season” are rarely, if 
ever, sufficient to pay the expenses of operating the court during such “off 
season.” 

In view of the above, it is respectfully submitted that if S. 1397 is to remain 
applicable to tourist courts, the bill should make it abundantly clear that the 
maximum rent for any individual motor court shall be fixed on the basis of the 
particular economic circumstances which apply to that motor court. Thus, the 
maximum rent during such tourist court’s “season” should be fixed at a higher 
figure than the maximum rent for such court’s “off season.” Further, if the 
particular tourist court’s “season” is relatively short, its maximum rent ap- 
plicable during that period should be relatively high. 

To accomplish the propos@éd result, section 452 (a) (2) of 

amended by deleting the period at the end of subsection (a) ( 
a colon, and by adding the following: 
“Provided further, however, That if the occupancy of any housing accommoda- 
tion is predominantly by transient tourist patrons and is subject to seasonal 
fluctuation, consideration shall be given to such seasonal fluctuation, in fixing the 
maximum rent for such housing accommodation, and the President may establish 
higher maximum rent for such housing accommodation during its busy season than 
he establishes for such housing accommodation during its slack season.” 


S. 1397 should be 
2), by substituting 





LyNncHBure, VaA., February 28, 1951. 
Re Federal rent control. 


Query: How can the administration justify through rent control the destruction 
of complete ownership rights in rental property as guaranteed by the Con- 
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stitution, even on the ground of a claimed emergency—and an emergency 
arising out of the fear of the spread of communism—and yet the adminis- 
tration opposes, and the President vetoes a Communist-control bill on the 
asserted ground “that the legislation would give Federal officials powers to 
harass all of our citizens in the exercise of free speech”? In other words, 
is the constitutional guaranty of free speech to Communists in an emergency 
assignable to them, a more sacred provision than that which guarantees to 
every citizen that he shall not be deprived of his property without due process 
of law? 


Hon. BRENT SPENCE, M. C., 
Chairman, Banking and Currency Committee, 
House of Representatives, House Office Building, Washington, D. C. 

Dear Str: This acknowledges receipt of your letter of the 23d ultimo in reply 
to my request to be heard by your committee at the coming hearings in the matter 
of the proposed continuance of Federal rent control, and in behalf of certain 
property owners in and about Lynchburg, Va. Your letter is as follows: 

“I have your request to be heard when hearings are held on rent-control legis- 
lation. 

“Up to this time no rent-control bill is pending before the committee. Due to 
the time involved it is not always possible to grant all requests to be heard on 
legislation of this character. However, every effort is made to place before the 
committee all shades of opinion from various groups who are interested in a 
particular measure. Your letter will be filed for reference should rent control 
legislation come before the committee during this session. 

“Sincerely yours, 
“BRENT SPENCE.” 


While as of the date of your letter it may be that no rent control bill was 
pending, I think you will agree with me in that the probability is that one will 
be pending, if not already, and that from all accounts neither you nor the 
President would have it otherwise. 

You say that “every effort is made to place before the committee all shades of 
opinion from various groups who are interested in a particular measure.” While 
this may be true as a matter of fact, yet, as apparently in this case, it often 
happens that the effort is defeated by arbitrary action either of the chairman 
himself or the committee as a whole. 

You also state that my request to be heard will be filed for reference should 
the question come before the committee, but I inquire of what avail will that be 
in the light of the fact that no argument for or against rent control is contained 
in my request? And, in truth, so far, it has happened at the year-after-year 
hearings on the question, resulting in each case in the reenactment of the legisla- 
tion, the mountains of evidence before the committees showing the unfairness 
of the measure and its ineffectiveness toward the accomplishment of its claimed 
objectives, have had no operative weight. In other words, the hearings have 
proved to be nothing other than just a formality as to legislation already deter- 
mined to be enacted, and, as in the case of so many of the administration’s com- 
panion measures, such as farm subsidies, unemployment compensation, and other 
socialistic pieces of legislation too numerous to mention, all with the primary 
purpose of winning votes at the coming election. 

Rent control, I respectfully submit, is one of these socialistic measures in 
the most aggravated form and enacted in the realization of the superiority in 
numbers of tenant voters over that of those who rightfully own rental property 
and who are proclaimed by political demagogues as heartless and unconscionable 
landlords. 

True, our Supreme Court (made up almost wholly of membership named by a 
President who admittedly would “pack” that body with personnel friendly to 
his New Deal policies) has held rent control to be within the Constitution, and 
undertakes to support its action on the basis of the decision rendered by that 
Court as far back as 1921, in the case of Black v. Hirsh, reported in 256 U. S. 
at page 135, the Court being divided five to four, Chief Justice White being one 
of the dissenters. 

It is to be noted, however, that Mr. Justice Holmes, who wrote the majority 
opinion in the case, emphasized in support of the constitutionality of a rent- 
control law of the District of Columbia, the fact that the law there involved, 
contained a provision (so far purposely omitted from Federal rent control) 
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insuring “machinery to secure to the landlord a reasonable rent” return on his 
investment. But, even this claimed saving provision did not satisfy the four 
minority members of the Court as to the constitutionality of the legislation. 
Let us note what the dissenting justices in the Black v. Hirsh case had to say, 
Chief Justice White and Justices McReynolds and Van De Vanter speaking 
through Justice McKenna who wrote the dissenting opinion. I quote: 

“The National Government by the fifth amendment to the Constitution is 
* * * forbidden to deprive any person of ‘life, liberty, or property, without 
due process of law.’ A further provision of the fifth amendment is that private 
property cannot be taken for public use, without just compensation. 

ah * * He * * & 

“The statute in the present case is denominated ‘The Rent Law’ and its pur- 
pose is to permit a lessee to continue in possession of leased premises after the 
expiration of his term, against the demand of his landlord and in direct oppo- 
sition to the covenants of the lease, so long as he pays the rent and performs 
the conditions as fixed by the lease or as modified by a commission created 
by the statute. This, contrary to every conception of leases that the world has 
ever entertained, and of the reciprocal rights and obligations of lessor and 
lessee, 

. * * ca oe * ~ 

“As already declared, the provisions of the Constitution seem so direct and 
definite as to need no reinforcing words and to leave no other inquiry than, 
Does the statute under review come within their prohibition? 

* * * * oe * + 

“It is asserted that the statute has been made necessary by the conditions 
resulting from the ‘Imperial German War.’ The thought instantly comes that 
the country has had other wars with resulting embarrassments, yet they did 
not induce the relaxation of constitutional requirements nor the exercise of 
arbitrary power. 

* Ba * * * a % 

“We must bear in mind that the Constitution is, as we have shown, a restraint 
upon Government, purposely provided and declared upon consideration of all 
the consequences of what it prohibits and permits, making the restraints upon 
Government the rights of the governed. 

* * * * * . * 

“The strength of the fabric cannot be assigned to any one provision, it is the 
contribution of all, and, therefore, it is not the expression of too much anxiety 
to declare that a violation of any of its prohibitions is an evil—an evil in the cir- 
cumstance of violation, of greater evil because of its example and malign instrue- 
tion. And against the first step to it this court has warned, expressing a maxim 
of experience, ‘Withstand beginnings.’ Who can know to what end they will con- 
duct? 

“The facts of this litigation point the warning. 

cd * ae * * * * 

“Its only basis is that tenants are more numerous than landlords and that in 
some way this disproportion, it is assumed, makes a tyranny in the landlord, 
and an oppression to the tenant, notwithstanding the tenant is only required to 
perform a contract entered into, not under the statute, but before the statute: 
and that the condition is remedied by rent fixing—value adjustment—by the pow- 
er of Government. 


* + me * + + * 


“If such exercise of Government be legal, what exercise of Government is il- 
legal? Homes are a necessary of life, but other things are as necessary. May 
they too be taken from the direction of their owners and disposed of by the Gov- 
ernment? Who supplies them, and upon what inducement? And, when supplied, 
may those who get them under promise of return, and who had no hand or ex- 
pense in their supply, dictate the terms of retention or use, and be bound by no 
agreement concerning them? ; 


¥ * % * - ¥ * 


“If the public interest may be concerned, as in the statute under review, with 
the control of any forms of property, it can be concerned with the control of all 
forms of property. 


* = x oa * * =e 


“Have conditions come, not only to the District of Columbia, embarrassing 
the Federal Government, but to the world as well, that are not amenable to 
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passing palliatives, so that socialism, or some form of socialism, is the only per- 
manent corrective or accommodation? It is indeed strange that this Court, in 
effect, is called upon to make way for it and, through the instrument of a Con- 
stitution based on personal rights and the purposeful encouragement of individ- 
ual incentive and energy, to declare legal a power exerted for their destruction. 
The inquiry occurs, Have we come to the realization of the observation that ‘War 
unless it be fought for liberty is the most deadly enemy of liberty?’ 
+ * =: = * * 
“The security of property, next to personal security against the exertions of 
government, is of the essence of liberty. They are joined in protection, as we 
have shown, and both the National Government (fifth amendment) and the 
States (fourteenth amendment) are forbidden to deprive any person ‘of life, 
liberty, or property without due process of law,’ and the emphasis of the fifth 
amendment is that private property cannot be ‘taken for public use without just 
compensation.’ And in recognition of the purpose to protect property and the 
rights of its owner from governmental aggression the third amendment provides, 
‘No soldier shall in time of peace be quartered in any house without the consent 
of the owner, nor in time of war, but in a manner to be prescribed by law.’ 
* * * * * * ae 


“The rent law is brought to particularity by the condemnation of the Consti- 
tution of the United States. Call it what you will—an exertion of police or other 
power—nothing can absolve it from illegality. Limiting its duration to 2 years 
certainly cannot. It is what it does that is of ¢concern. Besides, it is not sus- 
tained as the expedient of an occasion, the insistence of an emergency, but as a 
power in government over property based on the decisions of this court whose 
extent and efficacy the opinion takes pains to set forth and illustrate. And as a 
power in government, if it exists at all, it is perennial and universal and can 
give what duration it pleases to its exercise, whether for 2 years or more than 
2 years. If it can be made to endure for 2 years, it can be made to endure 
for more.” 

And I submit to you that just exactly what Mr. Justice McKenna thus so force- 
fully stated would be the fearsome results of rent control is proving today to be 
an actuality. 

So I repeat his emphatic quotation from the fifth amendment of the Consti- 
tution that private property “shall not be taken for public use without just com- 
pensation,” and the recognition in that instrument of its purpose to protect 
property and the rights of its owner from governmental aggression in all cases 
with the specific provision of the third amendment that neither in peacetime nor 
time of war shall any soldier be quartered in any house without consent of the 
owner “except in a manner to be prescribed by law,” and which contemplates 
compensation to the owner in any such a case. 

It should be remembered and emphasized that rent control is not what is com- 
monly recognized as a police regulation such as regulating the height of buildings 
or other similar restrictions designed for public protection, public safety, or 
designed for the correction of evils, matters that are of a nature mala in se, in 
other words bad in themselves and which are clearly within the domain of police 
control even though in its exercise it may result in monetary loss or an inter- 
ference with what otherwise would be the rights or liberties of the parties 
directly affected. In other words you are not always at liberty to do as you 
please or use your property as you please if in doing so you trespass on the 
rights of others or by doing so prevail against good morals or the safety of the 
public. 

Rent control, however, is not of this nature. It is a taking away from the 
rights of the true owner of property and turning them over to the lessee of 
the property and for that purpose alone, and regardless of the fact that in 
thousands of cases it is in favor of the individual who is in a far more favorable 
financial situation than the owner who, it may be, is thus robbed of what little 
he has, 

Now, if in the interest of emergency relief or of the general welfare it should 
happen that private property should as a matter of public policy be converted 
into a public use, there is a method provided in the Constitution by which this 
may be brought about, namely, by condemnation proceedings, or in other words, 
the exercise of eminent domain. 

And this was pointed out by United States District Judge John Paul Jones 
in the recent Miller Rent Control case, in which he held the rent control law, 
then before him, to be in violation of the Constitution. Yet, when this very case 
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eame before the Supreme Court a little more than 3 years ago, that important 
point was not raised by counsel for the property owner nor did Mr. Justice 
Douglas who wrote the opinion in the Court’s decision reversing District Judge 
Jones, advert to the right of the Government to resort to condemnation pro- 
ceedings to take over private property as a rent-control measure. 

Federal rent control disregards two of our most sacred guaranties of the 
Constitution, namely, (1) the exclusive sovereignty of every State of the Union 
over land within its borders except, of course, Government-owned property, and 
(2) the right of the American citizen holding title to real property under the 
laws of his State, to be secure in that title and free from any infringement in 
the matter of full and complete ownership. 

As to that of State sovereignty with respect to real property, including both 
land and buildings thereon of a permanent nature, the leading case expressive 
of the rule is that of United States v. For, reported in 94 U. 8. 314, at page 320, 
wherein Justice Fields approximately 85 years ago said: 

“It is an established principle of law, everywhere recognized, arising from 
the necessity of the case, that the disposition of immovable property, whether 
by deed, descent, or any other mode, is exclusively subject to the Government 
within whose jurisdiction the property is situated. McCormick v. Sullivunt 
(10 Wheat. 202). The power of the State in this respect follows from her 
sovereignty within her limits, as to all matters over which jurisdiction has not 
been expressly or by necessary implication transferred to the Federal Govern- 
ment. The title and mode of disposition of real property within the State, 
whether inter vivos or testamentary, are not matters placed under control of 
Federal authority. Such control would be foreign to the purposes for which 
the Federal Government was created, and would seriously embarrass the landed 
interests of the State.” 

Now in the light of this statement, and cited over and over with reapproval 
by the Supreme Court in many subsequent cases, how can it be held that the 
Congress may constitutionally control and regulate the rentals which the owners 
of real estate throughout our land may be permitted to receive from their respec- 
tive tenants? If Congress may exercise this power, I ask your committee to 
what extent it cannot go? The widow Smith owns a house, or has, as yet, an 
incomplete title to a house, upon the rentals from which she is dependent for a 
livelihood and the completion of the payments thereon in the perfection of her 
title. Is it within the power of Congress to regulate her revenue return from 
that property and thus finally determine whether or not she shall ever have a 
complete and indefeasible title? 1 submit the question answers itself if Justice 
Fields’ statement from which quotation has been made as to State sovereignty 
still has the judicial recognition and respect which theretofore has been 
accorded it. 


EMERGENCY AND SO-CALLED WAR EMERGENCY 


But it is insisted by the administration that a crisis in our national affairs 
such as to produce an emergency, and now still claimed as a war emergency, 
transfers jurisdiction from where it was placed in the State by the Constitution, 
to that of the Federal authority, or within the regulatory power of Congress. 

This contention, I respectfully submit, is not sustainable. And, this for two 
reasons. First, the decisions of our highest Court hold that the provisions of 
our Constitution stand the same both in wartime and peacetime. And, second, if 
property is to be taken from the owner as a necessary measure in the national 
interest for war purposes or any other Federal necessity, the Constitution spe- 
cifically provides a method therefor, and that is by the exercise of eminent 
domain whereby condemnation proceedings are a prerequisite, and pursuant 
thereto the owner is Compensated therefor to the extent to which he is fairly 
entitled. 


EMERGENCY DOES NOT INVALIDATE ANY PROVISION OF THE CONSTITUTION 


The contention is made by the proponents of Federal rent control that while 
not constitutionally maintainable in the absence of an emergency, the contrary 
is true in periods of crises such as in case of war and even thereafter and until 
the emergency is declared to be ended. 

This contention, however, was early in our Federal judicial history found to 
be without merit. In the case of ex parte Mulligan (4 Wall 120-127), Justice 
Davis used these words: 


83762—51— pt. 3———49 
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“The Constitution of the United States is a law for rulers and people, equally 
in war and in peace, and carries with it the shield of its protection to all classes 
of men, at all times, and under all circumstances. No doctrine involving more 
pernicious consequences was ever invented by the wit of man than that any of 
its provisions can be suspended during any of the great exigencies of government.” 

Now, let us examine another decision of the Supreme Court to the same effect, 
a more recent case than that of Ex parte Mulligan, namely the Schechter case 
(295 U. S. 495) and which decision put an end to the NRA codes. In delivering 
the unanimous opinion of the Court, Chief Justice Hughes said : 

“The Constitution established a National Government with powers deemed to 
be adequate as they have proved to be both in war and in peace, but these powers 
of the National Government are limited by constitutional grants. Those who 
act under these grants are not at liberty to transcend the imposed limits because 
they believe that more or different power is necessary.” 

Or, let us take the case of Home Bldg. & L. Ass'n v. Blaisdell (290 U. 8. 398), 
in the decision of which Chief Justice Hughes again says: 

“Emergency does not create power. Emergency does not increase granted 
power or remove ordinarily the restrictions imposed upon power granted or 
reserved. 

“The Constitution was adopted in a period of grave emergency. Its grants of 
power to the Federal Government and its limitations of the powers of the States 
were determined in ike light of emergency, and they are not altered by emer- 
gency.” [Italies furnished. ] 

So, by what process of reasoning are we justified in concluding that the provi- 
sions of the Constitution relate only te peacetime situations, or when everything 
is moving along under normal circumstances, but that when emergencies arise 
a few men may so declare and thereby invoke a setting aside of that instrument 
to the defeat of its purpose as set forth in the preamble? 

Let us listen to still another expression along the same lines above stated by 
Chief Justice Hughes, namely, that the Constitution was adopted in a period of 
grave emergency. I have in mind the following statement, made only a few 
months ago by our present Chief Justice in an address to the American Bar 
Association : 

“We should recall that this is not the first period of crises and challenge in 
which the American people have found themselves. Our Nation was born in 
crisis.” [Italies furnished. ] 

In view of all these expressions coming from our highest judicial authorities, 
let us examine what District Judge Paul Jones, in the Miller case, had to say 
approximately 3 years ago concerning Federal rent control. These are his 
words: 

“In recent years that have gone many thoughtful people have questioned the 
constitutional right of Congress to authorize a local rent control. The great 
emergency of the war rather influenced patriotic people to submit to such regu- 
lation, although believing that it was, even in wartimes, beyond the reach of 
Federal, congressional, or executive power. From the earliest times high legal 
authorities have held that the existence of a state of war did not nullify the 
provisions of the Constitution. How now can it be asserted that there is a 
single clause in the Federal Constitution, plausibly interpreted, that gives the 
Government the right to regulate local rents in peacetime?” 


FEDERAL RENT CONTROL VIOLATES THE DUE-PROCESS CLAUSE OF THE CONSTITUTION AS 
EXPRESSED IN THE FIFTH AMENDMENT 


Legal title to rental property under rent control no longer gives him complete 
ownership. Certainly no argument is required before your committe in main- 
tenance of the accuracy of this assertion, and I shall not labor the question. 
The decision of the court in the Miller case, it seems to me, is sufficient in the 
determination of the matter. I quote: 

“What in effect the act of 1947 does is to provide low rentals for certain groups 
without taking the property or compensating the owner in any way. To impose 
Federal restrictions upon the free use of this defendant’s property is as effective 
a taking as to condemn it.” 

The Constitution provides for condemnation proceedings whenever and wher- 
ever the necessity for such use is called for. Let us again refer to the opinion of 
Supreme Justice Fields in the Fox case, from which we quoted a while ago: 

“It is not pretended that the United States may not acquire and hold real 
property in the State, whenever such property is needed for the use of the Gov- 
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ernment in the execution of any of its powers; as, for instance, when needed for 
arsenals, fortifications, lighthouses, customhouses, courthouses, barracks, hospi- 
tals, or for any other of the many public purposes for which property is used. 
And when the property cannot be acquired by voluntary agreement with its 
owners, it may be taken against their will by the United States in the exercise of 
eminent domain, upon making just compensation, a power which can be exercised 
in their own courts, and would always be resorted to, if, through caprice of 
individuals or the hostility of the State legislature, or other cause, harassing 
conditions were attached to the acquisition of the required property in any other 
way (Kohl v. United States (91 U. S. 367) ).” 

So, we see that when the district court in the Miller case buttressed his de- 
cision against the constitutionality of Federal rent controls, with the consti- 
tutional provision for eminent domain as a method of emergency relief, he did 
so with the backing of the Supreme Court decision in the Fox case. 

But strange to relate, in the argument of the Miller case, before the Supreme 
Court on February 6, 1948, no reference was made to the Fox case nor to the 
fact that the Constitution provides specifically for eminent domain as a means 
of relief in periods of war or other emergency such as is claimed in the matter 
of housing shortage. This case in itself certainly is an all-out answer to any 
attempt at justification for rent controls such as we have today and which arbi- 
trarily restrict rentals to a figure without regard to whether it represents a 
fair return on the owner’s investment. 

No, this is autocratic and wholly un-American, and I am compelled to insist 
that any one who knowingly supports any such legislation is unmindful of the 
principles upon which our representative Government is founded. It is in full 
keeping with the Tugwell planning system which as explained by Dr. Tugwell 
himself, 18 years ago, and a few months prior to his becoming Under Secretary 
of Agriculture along with one of his great disciples, Henry Wallace, contem- 
plates (1) the disappearance of private enterprise, (2) the breaking down of 
constitutions, and (3) the destruction of the sovereignty of the States. (See 
Congressional Record, June 8, 1934, beginning at p. 10826.) 

As the so-called economist explained, Government planning is not expected 
to be brought about all at once, but “little by little,” and he admitted that the 
changes which would be effectuated would be so revolutionary that in their execu- 
tion, I quote: 

“We shall all of us be made unhappy in one way or another; for things we 
love, as well as things that are only privileges, will have to go, requiring the 
laying of rough and unholy hands on many a sacred precedent doubtless calling 
on an enlarged and nationalized police power for enforcement.” 

Yes, Federal rent control is just one of the many steps already taken within 
the last 17 years in this little by little approach to the ending of our American 
system. Only last November did our people signify in no uncertain terms their 
determination that this New Deal and Fair Deal procedure to the destruction of 
our liberties and rights in property, shall end. But yet today’ we hear politicians 
and even Presidential aspirants advocating the continuance of Federal rent con- 
trols in the hope of winning the support and votes of the ignorant in the cam- 
paign year of 1952. And I use the word “ignorant” advisedly. At the same time 
the word “ignorant” may be just as accurately applied to these candidates them- 
selves, for it establishes their asserted belief that the majority of the American 
voters are not awakening to the fact of what is really going on both here at 
home and abroad. 

Are the majority of the American voters forgetful of the President’s letter 
of July 6, 1935, addressed to Samuel B. Hill of the Ways and Means Subcom- 
mittee in charge of the Guffey coal bill, in which he used these words: 

“T hope your committee will not permit doubts as to constitutionality, how- 
ever reasonable, to block the suggested legislation.” 

Are these voters forgetful of the famous Dr. Wirt incident of 1934 which 
involved the revelation to him by the New Deal insiders themselves of their 
objective to bring about a revolution in our established American social order? 

Are these voters forgetful of how the three majority New Deal members of 
a special committee created by the House of Representatives in 1934 to investi- 
gate the truth of what Dr. Wirt had stated was so revealed to him, failed to 
cooperate with the two minority members of the committee, and in fact blocked 
all efforts to arrive at the truth of Dr. Wirt’s charges? 

The record of this so-called investigation speaks for itself, and is contained 
in the report of that special committee of May 2, 1934, House Calendar No. 244, 
Report No, 1489 of the Seventy-third Congress, second session. 
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And at this point, if I may, I suggest a reprint of this report and its dis- 
tribution by the millions throughout the Nation in order that while billions of 
dollars of the taxpayers’ money are being spent all over the world supposedly 
for the defeat of communism, the public can have brought to its attention facts 
as to the situation here at home as revealed to Dr. Wirt by the New Deal brain 
trusters themselves. I suggest also that there be included in the publication as 
an addendum to the committee report, the confession of one of the majority 
members of the special committee, namely, Congressman O’Connor of New York 
as published in the New York Herald Tribune of April 10, 1940, wherein he 
acknowledged his conspiracy with the other two majority members to suppress 
an honest investigation of the facts and to prevent the two minority members 
of the committee, Representatives McGugin of Kansas and Lehibach of New 
Jersey, from calling as witnesses at the investigation certain administration 
otlicials who could testify of their own knowledge as to the truth of Dr, Wirt’s 
charges. Among those witnesses so sought to be heard, but in vain, were: 
Rexford Tugwell, Henry Wallace, David Lilienthal, Harold Ickes, Harry 
Hopkins, and other more or less prominent New Dealers. 

The public is entitled to know, and should know, what is going on in the matte: 
of subversive activity (headquarters in Soviet Russia) throughout our country, 
and particularly in Government departments as revealed to us day after day 
in the conviction in our courts of former high officials on the felonious Charges 
involving their secret associations and dealings with representatives of the 
Kremlin, designed to destroy our American system. 

So, as inquired at the outset of this letter, why the extreme solicitude o1 
the administration for free-speech protection as claimed for the Communists 
under the Constitution and who are the source of the present emergency when 
at the same time the same emergency is advanced as justification for taking 
away from innocent and patriotic American owners of rental property their 
rights therein so affirmatively asserted in our fundamental law? It does not make 
sense, and such an attitude of the administration leads to the inevitable conclu 
sion that aleady a revolution has taken place and whereby our established 
American social order has been overthrown. The present situation calls to mind 
the words of Congressman Lehlbach in the summation of his finding in the 
Dr. Wirt investigation. I quote: 

“The charges of Dr. William A. Wirt, which formed the basis of this inquiry, 
may be summarized as follows: 

“Certain persons in positions of influence and authority in the administration 
hold these beliefs : 

“The depression demonstrates that the political, economical, and social organi 
zation of our country, theretofore accepted as the embodiment of American tradi- 
tions and ideals, is inadequate to insure the temporal well-being and security 
of the people. The concept that American men and women constitute a free 
people must be scrapped. 

“In its stead must be erected a planned economy wherein the everyday activities 
of American citizens in agriculture, industry, transportation, merchandising, 
and other pursuits, including labor, are controlled and regimented by the Govern 
ment, functioning through numerous bureaus. It necessarily follows that 
remuneration for such activities and the wealth invested therein likewise are 
in the control of the Government, even if the naked title to such properties is left 
in the present owners. 

“Inasmuch as the Constitution of the United States is the keystone of the arch 
supporting the concept of a free people, its provisions must be disregarded and 
allowed to fall into desuetude. 

“Dr. Wirt further charges that these persons holding the opinions above set 
forth are using their positions in the administration to draft measures, ostensibly 
temporary in character and purported to accelerate present recovery, whieh in 
effect operate to further the regimented economy plan. Such measures neces- 
sarily retard immediate economic improvement, which is all right with the 
economic planners, because the more serious the plight of the people the more 
readily will they submit to the proposed new order. 

“This, in substance, is the contention of Dr. Wirt, the truth of which this 
committee was created to probe. The committee limited its activities to an 
attempt to ascertain the sources of information upon which Dr. Wirt based his 
statement, 

“This was an utterly futile proceeding. Every well-informed person knows 
from the speeches, published writings, and radio addresses of Government officials 
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constituting what is commonly known as the brain trust that their political, eco- 
nomic, and social philosophy is substantially as set forth by Dr. Wirt. 

“This committee is not authorized to sit in judgment upon the relative merits 
of the old order of a free people or a Government-regulated mode of American 
life. Under a broad, commonsense construction of the resolution creating the 
committee, we were commissioned to investigate whether Government officials, 
believing in a socialized American order, were so functioning as to facilitate its 
establishment. In short, what are the purposes of the brain trust and what are 
they doing about it? 

“This the American people are entitled to know. This it was not only the 
privilege but the duty of the committee to ascertain. 

“Unfortunately, the committee booted away its opportunity. 

“We therefore take the position that the committee has not performed its 
duties under the resolution and that the committee should be directed by the 
House to proceed to complete its duties under the resolution.” 

In the light of all this background and the emphatic declarations of the two 
dissenting Republican minority members of the committee as here disclosed, 
let us have the confession of. Mr. O’Connor which speaks for itself, and as to 
which, so far as I have been informed, nothing has been done one way or another 
in an attempt to appease a flabbergasted public. 

Here it is, as taken from the New York Herald Tribune of April 10, 1940: 


“O'CONNOR SAYS HE HELPED STIFLE WIRT’S INQUIRY—‘CONFESSES’ CHARGE OF PLOT 
FOR ‘REVOLUTION’ BY NEW DEALERS HAS COME TRUE 


“WASHINGTON, April 9.—Former Representative John O’Connor, Democrat, of 
New York, ‘confessed’ in a statement today that he had helped prevent a thorough 
investigation in 1984 of charges by the late Dr. William A. Wirt that a group 
of New Dealers were plotting a new American revolution. 

“Mr. O’Connor, who was defeated for renomination in President Roosevelt's 
1988 purge, said he was sorry for turning the thumbscrews on Dr. Wirt and 
expressed belief that most of the latter's charges had come true. 

“Dr. Wirt, a Gary, Ind., school superintendent, created a national furore 6 
years ago by asserting that there was a deliberately conceived plot among some 
New Dealers to overthrow the established social order in this country and sub- 
stitute a planned economy. 

“Mr. O’Connor ranked next to Alfred L. Bulwinkle, Democrat, of North 
Carolina, chairman of a special House committee which investigated Dr. Wirt’s 
charges. 

“In his statement, entitled ‘Confession Is Good for the Soul, Mr. O’Connor said 
his participation in the Wirt incident was ‘in my early, rubber stamp support 
of the New Deal.’ 

“Soon after its appointment, he declared, the committee met ‘and discussed 
rules as to how to handle Dr. Wirt and to prevent the minority Republican mem- 
bers from converting the hearings into an investigation of the truth of the 
charges.’ 

“The procedural motion, which I personally presented, he said, limited the 
hearings to an examination of Dr. Wirt under oath to bring out the names and 
the exact statements of his informants. 

“Dr. Wirt was not allowed to have his counsel cross-examine witnesses, nor 
was he called in rebuttal, after they had presented their well-staged denials. 

“T use the words ‘well staged’ advisedly because it was known that at least 
six of them met and rehearsed their denials of what they had told Dr. Wirt.” 

As above pointed out, Congressman Lehlbach summarized the basis of the Dr. 
Wirt inquiry. However, I wish to quote just a few of the revelations made to 
him by the New Deal insiders in their mistaken belief that the doctor was one 
of their number. In his manuscript which contained these revelations it is 
stated : 

*Last summer (now approximately 17 years ago) I asked some of the indi- 
viduals in this group (the brain trusters) what their concrete plan was for 
bringing on this proposed overthrow of the established American social order. 
I was told that they believed that by thwarting our then evident recovery they 
would be able to prolong the country’s destitution until they had demonstrated 
to the American people that the Government must operate industry and com- 
merce, 
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“I was told that I underestimated the power of propaganda; that since the 
World War, propaganda had been developed into a science; that they could 
make the newspapers and magazines beg for mercy by threatening to take away 
much of their advertising by a measure to compel only the unvarnished truth 
in advertising; that they could make the financiers be good by showing up at 
public investigations the crooks in the game; and that the power of public in- 
vestigation in their Own hands alone would make the cold chills run up and 
down the spines of other business leaders and politicians—honest men as well 
as crooks. 

* z a * a * s 

“That they were sure that the leaders of industry and labor could be kept 
quiet by the hope of getting their own share of the Government doles in the form 
of loans and contracts for material and labor provided they were subservient. 

ae ca * cd * e 


“That they were sure that the colleges and schools could be kept in line by the 
hope of Federal aid until the many New Dealers in the schools and colleges 
had control of them. They were sure that their propaganda could influence the 
masses against the old social order and the honest men as well as the crooks that 
represent that order—communism, 

os > oo e ef 7 * 

“They were certain that they did not want to operate agriculture for a long 
time. But the farmers could be won by doles to support Government operations 
of industry and commerce. Farmers would be delighted to get their hands in 
the public trough for once in the history of the country. The farmers would be 
one with the masses—united for a redistribution of the wealth of the other 
fellow. All they would need to do with the opposition would be to ask, ‘Well, 
what is your plan?’ ” 

CONCLUSION 


Now, Mr. Spence, in view of all the foregoing facts, I inquire, and would like an 
honest answer, is it any wonder that ex-Congressman O'Connor confessed that 
“most of Dr. Wirt’s charges have come true’; is it any wonder that Garet 
Garrett, in his pamphlet of 1944, entitled “The Revolution Was” (Caxton 
Printers, Ltd., Caldwell, Idaho) stated at the onset of his treatise: 

“There are those who still think they are holding the pass against a revolution 
that may be coming up the road. But they are gazing in the wrong direction. 
The revolution is behind them. It went by in the night of depression, singing 
songs to freedom.” 

Is it any wonder that the printed record of Dr. Wirt’s hearing has been with- 
drawn from the files of the Library of Congress and other sources of public 
information ? 

Is it any wonder that no more do we hear of when and how our vast public 
debt is ever to be liquidated? 

The mystery to me is why that even the opponents of the New Deal and Fair 
Deal have seldom referred to the revelations made by Dr. Wirt. I can count 
on the fingers of one hand the number of times I have heard over radio com- 
mentators during the subsequent years mention the Dr. Wirt investigation. I 
do recall once when Earl Godwin had occasion to remind us of it. 

We have so often a repetition of the claim that our country is the richest of 
all the nations of the earth and that, therefore, it is up to us to see that com- 
munism shall be destroyed. What a play on words even if our great wealth be 
conceded, But this should not be conceded unless we ignore the controlling 
fact that we are burdened with a national debt in excess of 260 billions of dol- 
lars, approximately 240 billions of which have been accumulated over a period of 
the last 18 years, and a period of unprecedented prosperity, however a false pros- 
perity since it is assignable almost in its entirety to reckless and wasteful Gov- 
ernment spending, and to the end of the perpetuation of the New Deal and so- 
called Fair Deal. Take just one instance, the Marshall plan, conceived by 
one who was out horseback riding on Pearl Harbor Sunday. The Marshall 
plan—billions of the taxpayers’ money until when?—1952, the year of the next 
Presidential election. Such expenditures cut both ways, (1) toward govern- 
mental bankruptcy, productive of communism, and (2) a false prosperity ap- 
pealing to voters who are ignorant of the final and an unavoidable national 
catastrophe. 

The New Dealers and Fair Dealers correctly realize that vast expenditures 
of our wealth both abroad and at home effect huge demands for everything we 
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produce, with consequent added employment and high wages for labor. Nor are 
they unmindful of their political advantages arising from vast appropriations 
to care for the hundreds of so-called emergency alphabetical bureaus headed by 
favored politicians and lame ducks. Take, for example, just one and a minor 
instance: That in connection with price-fixing and shortages under the super- 
vision today of Director DiSalle, who assured a reporter that “It makes no 
difference whether a man is a Democrat or a Republican. We are doing a big 
job and doing it fast.” Yet, an Associated Press dispatch showed that 11 of the 
13 regional price-enforcement directors and 29 of the 34 district directors admit 
they are Democrats of one sort or another. The remaining seven appointees 
either described themselves as independents, pleaded their constitutional rights, 
or couldn't be found. Not one would admit being a Republican. 


THE PRESENT SELF-CREATED NEW DEAL AND FAIR DEAL EMERGENCY 


As the result of disregarding the warnings of our first President against 
entangling alliances with foreign nations, we are again at war, the final con- 
sequences of which we dread to undertake to prophesy. 

And all this without the consent of Congress and, like the multitude of New 
Deal and Fair Deal procedures, in violation of the Constitution. 

As to the Korean conflict, had our country or its citizens been attacked with 
violence such as ordinarily considered as justification for a resort to arms? 

Is anything more pleasing to the rulers of Soviet Russia than our present 
predicament? Not only that but they love to realize that our Government, once 
supported and controlled by the people, has now in a large measure been trans- 
formed into one that supports and controls its people. 

What did the result of our last national election, in 1950, indicate? One indica- 
tion was that if the New Deal and Fair Deal are to continue in power it must 
be at the expense of their usual panacea for all the ills of their own creation, that 
of increased Federal spending and waste, as now called for in the coming year in 
excess of $71 billions as a minor matter and the prosecution of a foreign war 
they would like to have us overlook and forget. 

Sincerely yours, 
Roscoe F. WALTER. 





STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE DrrectTOR, JEWISH WaR 
VETERANS OF THE UNITED STATES OF AMERICA 


The Jewish War Veterans of the United States of America welcome and appre- 
ciate this opportunity to present to you our views on the amendments to the 
Defense Production Act, 8. 1897, which you are now considering. 

Again and again, at our annual national conventions beginnnig in 1947, our 
national defense committee has submitted, and the convention has unanimously 
approved, a resolution almost identical to the following: 

“Whereas we find ourselves more than 4 years after VE-day and VJ-day in 
a period of uncertain peace in the midst of a cold war; and 

“Whereas the United States is today sharing the major responsibilities of main- 
taining peace; and 

“Whereas in two world wars we and our neighbors suffered stupendous losses 
because we were unready to meet challenge of aggressors; and 

“Whereas any future war will involve not only our Armed Forces but our 
entire population and all of their efforts and all of our resources if we are to 
meet any aggressor’s challenge quickly and successfully ; and 

“Whereas a strong, unified National Defense Establishment under a civilian 
head will assure this democracy of a striking force always on the alert against 
any totalitarian force: Now, therefore, be it 

“Resolved— 

“(1) That a stand-by program be formulated during the Eighty-first session of 
Congress for mobilizing our industrial, transportation, construction, distribution, 
agricultural, and financial resources to go into effect immediately upon declara- 
tion of war, and providing for severe limitation upon private profits such as have 
accrued in previous wars. 

“(2) That a civilian stand-by defense program be similarly formulated by the 
Eighty-first Congress to forestall insofar as possible the disruption and injury of 
our civilian population which might ensue from long-range enemy bombing during 
wartime, such civilian defense program to be under civilian control. 

“(3) To institute a universal military training program in harmony with the 
recommendations of the Compton committee report. 
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“(4) To make the provision of the Armed Forces Unification Act fully opera- 
tive in order that we may minimize the financial requirements of an adequate 
Army, Navy, and Air Force without cutting down in any way the effectiveness 
of these defense units in view of the present world situation. 

“(5) that the unification program as adopted by Congress be enforced and 
not be deviated from in favor of any individual branch of the armed services. 

“Likewise at our national annual encampment, we have passed resolutions on 
rent controls similar to the following resolution passed at our fifty-fifth annual 
convention held at Asbury Park, N. J.: 

“Whereas a serious housing shortage continues to impair the well-being and 
morale of millions of middle and low-income families; and 

“Whereas these families will be called upon to furnish the manpower needed 
to build up our Armed Forces and to produce the war material essential to our 
national defense: Now, therefore, be it 

“Resolved, That the strengthening of our national morale and the capacity to 
produce for our national defense require the reenactment of the Rent Control Act 
of 1948: And be it further 

“Resolved, That the individual members in all the echelons of our organiza- 
tion and our national legislative director urge such action on their represen- 
tatives.” 

As to rent controls, the current situation is perfectly clear and simple. The 
shortage of rental housing is still with us. Landlords, generally, are making 
adequate profits. Provision is made, under rent control, to grant rent increases 
where they are found to be justified and such increases have been made in 
millions of cases since rent controls were instituted. Those who want to end 
rent control merely want to take advantage of the housing shortage to get not 
only the cake of normal profits but the ice cream of the extra profits which the 
housing shortage will enable them to exact. 

You have had much testimony regarding the hardships inflicted on our 
servicemen by the inordinately high rents which they have been called upon to 
pay for miserable housing facilities. It is difficult to measure the harmful 
effects which this has on morale. Even worse is the feeling of the men in the 
service at the fighting front in Korea when they learn that their fathers and 
mothers or their wives and children are made defenseless against increased rents 
by the failure to continue rent control effectively administered. 

What is true of rent controls, is in parallel fashion, true of the price and 
production controls provided for in the National Production Act and the amend- 
ments you are considering. We want to preserve our free and competitive enter- 
prise. To protect that, we are engaged in a great military preparedness effort 
which will require, shortly, twice as great a percentage of our national produc- 
tion as we have had during the past year. Yet, there appear to be some who 
think we can carry that preparedness effort through without any controls. They 
ignore the rising prices and the inflationary pressures which have come during 
the past 12 months. How much more must we suffer in order that these 
opponents of controls may see the light? 

We subscribe to the importance of using indirect controls, such as the control 
of credits by the Federal Reserve Syetem, regulation W and regulation X. with 
such relaxation of the latter as will permit housing and encourage sufficient 
construction in critical areas. We believe in taxation to carry out a pay-as-you- 
go program, to the utmost limit that is possible. But all of these will not give 
the consumer the price protection which is needed to meet a market situation 
where competition is limited by the shortage of the goods, commodities, and serv- 
ices created by the military preparedness requirements. Without controls, you 
-annot have the strength on our economic front which our military leaders have 
emphasized is so vitally important to the success of our military effort. 

I realize that to frame the necessary legislation and to administer it, is an 
enormously complicated and difficult task. It is pure defeatism to say that it 
cannot or should not be done. I am confident that your committee will not suc- 
cumb to such defeatism and that you will, as soon as possible, recommend a 
measure for controls which will really control. 


STATEMENT WooL ASSOCIATES OF THE NEW YorK Corton EXCHANGE, INC., 
E. Braprorp KEITH, PRESIDENT 


The wool associates of the New York Cotton Exchange, Inc., wishes to go on 
record as being unalterably opposed to subtitle B, Commodity Speculation of 
S. 1397, and urges that it be stricken from the bill. 
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he administration, for the past 4 years, has attempted to obtain broad powers 
to fix margins with respect to speculative purchases and sales of commodities for 
future delivery, which in the present instance is the purpose of ordering down 
the price of wool and wool top. 

However, on March 29, 1947, the Secretary of Agriculture, in a letter to 
the President pro tempore of the Senate and Speaker of the House, mentioned that 
that decrease in price of agricultural products was a result of overspeculation. 
Apparently it was thought that speculation is a major force in price trends. 

A futures market merely reflects the situation of its particular industry. With 
world-wide coverage by radio, telegraph, and telephone, if a futures market gets 
out of line with the industry, the industry quickly knows about it and takes 
steps to correct it. 

A speculator in a futures market merely takes up the slack in either timing or 
diflerence of opinion of the trade, which protects the market considerably by 
cutting down the wide fluctuation. 

We contend, and the contention has been subscribed to by Mr. J. M. Mehl, ad- 
ministrator of the Commodity Exchange Authority, that trading, speculative or 
otherwise, on commodity exchanges does not govern the rise and fall of com- 
modity prices, except for very brief periods of time, but that this rise and fall 
is governed by the law of supply and demand. 

Before the House Banking and Currency Committee on May 14, 1951, Secretary 
of Agriculture Charles F. Brannan also stated unequivocally that he knew of 
no immediate situation in any commodity traded in on the exchanges where 
an increase of margins was necessary to curb prices. 

This same subject was before this committee last year and subsequent to 
the hearings at that time the committee struck the provision from the bill. 
The matter was also debated in the House and the section authorizing Gov- 
ernment fixing of margins in futures trading was stricken from the House bill 
on a roll-call vote. 

As a matter of fact in recent years.the only congressional committee to 
approve giving the Government the authority to fix margins for futures trading 
was the House Banking and Currency Committee, last year, and, as stated 
above, the House rejected this provision on a roll-call vote. 

The importance of the hedging facilities of this exchange is a fact beyond 
dispute. This is attested to in the Statement of Considerations of regulation 
20, Office of Price Stabilization, in which it is stated, “The exchange provides 
the only central market place upon which buyers and sellers of wool and wool 
tops may hedge commercial purchases and sales of these commodities.” With- 
out speculative patronage of the futures markets the efficiency of the hedging 
machinery would be lost. The elimination of speculation from the wool and 
tops futures markets would mean that someone wanting to hedge these com- 
modities would never be certain that someone else was in the market to enable 
that hedging transaction to be completed quickly and efficiently. The markets 
would be much more subject to wide fluctuations under such circumstances 
than it would be if offers to buy or sell were speedily absorbed. It is our 
opinion that the loss of efficient hedging facilities would create disasterous 
repercussions throughout the wool trade. For without an available broad and 
liquid futures market, where price risks could be transferred to those willing 
to accept them, the wool dealers and top makers would be loathe to increase 
the volume of their business. Large production and free movement of the staple 
through trade channels, we believe, are permanent answers to the inflation 
forces threatening our defense effort. Any measure curtailing the volume of 
speculation therefore, would hinder and not help in meeting the increasing 
needs of our military establishments. 

This exchange although relatively new in the Nation’s business is serving 
a vital need of the trade. Since the issuance of the wool and wool-tops ceilings 
for future contracts by the Office of Price Stabilization and the reopening of the 
exchange on April 9, 1951, to date, 13,645,000 pounds of wool tops and 22,422,000 
clean pounds of wool were traded in the market. During this time the price 
of wool tops declined approximately 20 percent and the price of wool declined 
about 22 percent. In keeping with these marked declines in prices the Office of 
Price Stabilization issued amendment No. 1 to regulation 20 placing price ceilings 
of 389.5 cents per pound on wool tops and 322.0 cents per pound on wool reflect- 
ing a 9-percent reduction frrom the original ceiling prices. 

In view of the above, it is hard to understand the administration’s request for 
establishing controls on margins. What purpose would they serve? As ceiling 





2758 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


prices preclude higher pricing of commodities it is apparent that margin con- 
trols would be superfluous with respect to keeping prices down. And as far as 
aiding in the orderly merchandising of these important commodities, futures 
markets void of speculation could not effectively serve the trade and would only 
result in a diminution of the volume of wool and wool top handled. This decreas- 
ing in the supply factor in the law of supply and demand would tend to increase 
inflation. 

Department of Agriculture statistics show that the sheep population in the 
country has declined 41 percent in the past decade. Because of it, domestic pro- 
duction met only 26 percent of America’s wool requirements in 1950. While our 
wool production was declining the per capita consumption of apparel wool was 
steadily rising from an average of 2.2 pounds in the 5-year period, 1935-39 to 3.3 
pounds in the 5-year period into 1950, an increase of 53 percent. The deficiency 
in production was met by increased imports. If we are to continue the mainte- 
nance of large imports we must provide the wool trade with efficient hedging 
machinery where it may obtain price insurance while the wool is in transoceanic 
movement. With full recognition of the situation of this country resulting from 
the instable international situation and the importance of legislation giving the 
Government power to deal with the crisis, we strongly feel that subtitle B will 
do more harm than good. 

In conclusion, we want to reiterate that the proposed authority to regulate 
margins for trading on futures exchanges is not needed, will not control prices, 
and could easily result in the reduction of wool and wool-top supplies within this 
country which are so vital to the defense effort. 


UNITED STATES SENATE, 
COMMITTEE ON RULES AND ADMISISTRATION, 
June 15, 1951. 
Hon. BuRNET R. MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 


Drak SENATOR: I am appealing to you and, through you, to the members of the 
Senate Banking and Currency Committee in behalf of adequate rent provisions 
in the extension of the Defense Production Act now pending before your com- 
mittee. 

I am persuaded to write to you because of the many communications and the 
material which has come to my office on this subject. Representing the State of 
Missouri as I do, I am particularly concerned over the situation which has de- 
veloped in our State. 

The need for rent control, of course, stems from the fact of the housing short- 
age. Asa result of our vastly expanded defense efforts to meet the international 
crisis, it has been necessary to impose priorities and allocation controls on cer- 
tain strategic building materials and to restrict housing construction in the 
Nation to 850,000 units this year. Because of our national defense needs, many 
of the families of my State, as is true all over the country, are required to con- 
tinue living. in inadequate and, in some cases, dangerous housing facilities. I 
am speaking for the State of Missouri alone, however, when I point out that the 
1950 census of housing showed that out of a total of 1,283,000 dwelling units in 
our State, as many as 433,000 or 35 percent were dilapidated or without running 
water. Approximately half of these are located in our cities and towns. Yet, 
159,000 of these units are occupied by renters who must be given some protection 
from exorbitant rent increases on inadequate housing. Substantial overcrowd- 
ing also exists in Missouri, with 79,000 homes containing more than 1.5 persons 
per room. 

That a housing shortage does exist and that it is critical is attested to by the 
fact that as recently as March of this year, the mayor of St. Louis and a group 
of outstanding business and civic leaders sponsored the National Housing Policy 
Conference. It was attended by industrial, financial, labor, business, housing, 
religious, and civic leaders from 35 States representing virtually all the principal 
communities of the United States, who met together in an effort to recommend 
a housing policy in the light of our national defense economy. 

I am sure that the members of your committee are familiar with the recom- 
mendations of the National Housing Policy Conference. I would like, however, 
to reiterate very briefly just a few of the major points in this recommendation. 
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“1. We are in a war economy which seriously aggravates the housing situation. 
In order to meet the needs of housing, we support the proposed Housing Act of 
1951 as a means of sustaining the defense effort. 

“2. In addition, we affirm the objectives of the Housing Act of 1949—a decent 
home in a wholesome environment for every American family—as conducive 
to the defense effort. 

“3. Defense housing is an integral part of national defense. 

“4. In the light of the vulnerability of American cities in this age of civil 
defense, the elimination of substandard structures will greatly assist civil 
defense authorities in their efforts to protect citizens.” 

As a result of the housing shortage, there has been an extraordinary increase 
in rents in some areas of my State. As merely one example, in Kansas City the 
rent index for April 1951 had reached the high point of 144, while the national 
figure remained at 134.7. 

Reports have come to me from all over the State indicating the critical condi- 
tions existing in various localities. Just last week, Mayor Joseph M. Darst, St. 
Louis, wrote to me: 

“At this time there is an acute shortage of housing in St. Louis. The steady 
build-up of the Nation’s defense program, bringing additional industrial workers 
to the St. Louis area, will worsen an already critical situation. It is my sincere 
belief that the continuation of rent controls is an absolute necessity in the St. 
Louis area until sufficient and adequate housing can be constructed to equalize 
the supply with the demand. Without such an equalization, low-income families 
and others forced to look for housing through no choice of their own, will be 
required to pay rental rates far beyond their abilities.” 

Still another report from the St. Louis area comes from Mr. R. B. Hansen, 
manager of properties at McDonnell Aircraft Corp., which is engaged in 
defense production. He said that frequent resignations occurred because of the 
inability of employees to find housing at rentals they could afford. He pointed out 
that his firm had increased its employment by 1,000 over a 4-month period last 
year and had expected to add 3,400 more employees within the following 18 
months. 

From Kansas City, Mr. B. N. Walter, director of industrial relations for the 
Bendix Aviation Corp., stated: 

“During the first year of our operations, certain key personnel were brought 
into the area by us. Our records indicate that these people experienced a waiting 
period of from 60 to 180 days before finding suitable housing for themselves and 
their families. The present labor market in this area will not adequately cover 
our anticipated needs. It is felt that we will experience considerable difficulty 
in assisting new employees who have been recruited from outside the area in 
obtaining adequate housing. The problem becomes especially acute due to the 
fact that available rental facilities are in the $100 bracket and our average base 
hourly rate amounts to $1,504, making it impossible for these employees to con- 
sider these facilities.” 

From St. Charles, Mo., comes the report: 

“Here in St. Charles, we feel that with expansion at Weldon Springs by the 
Atomic Energy Commission and other defense projects contemplated for this 
area, there is still great need for housing and we ask that you support any pro- 
gram that will alleviate the shortage which is still acute here.” 

Men from Missouri in the armed services at camps throughout the United States 
report to me that they are being charged exorbitant rentals. Full protection 
is not available to servicemen and their families due to the fact that the 
present law completely exempts from control certain types of accommodations, 
including motor courts, trailer courts, and hotels, as well as new construction 
and conversions completed since February 1, 1947. A recent survey of the rents 
being paid by military personnel at Fort Leonard Wood showed 130 servicemen 
paying an excess of $28,000 a year more in rent than they would have to if the 
law provided authority to give them protection against exorbitant rents. 

In Columbia, Mo., an independent citizens’ organization wrote to me: 

“In one neighborhood there are six houses which rented for $10 a month under 
rent control. These houses have no plumbing and one outdoor toilet facility 
serves six families. Since rent control was lifted, the rent has now been raised 
to $18 a month, an increase of 80 percent. No improvements have been made or 
promised.” 
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It seems obvious to me, therefore. that in a period when we are restricting 
new housing construction even though millions of families are unable to secure 
adequate housing, the Congress has a grave responsibility for providing. effec- 
tive legislation to place a restraint on the rents which can be charged in the 
face of the already existing shortage. Although I have dealt here primarily 
with the situation in Missouri, it is my earnest and sincere hope that your ¢com- 
mittee will recognize the urgent necessity for a more adequate rent control pro- 
gram which is so vitally necessary throughout the country as well as in my 
own State. 

Sincerely yours, 
Trios. C. HENNINGS, Jr. 


ProposaL To SUBSTITUTE A CURRENT PERIOD IN THE DEFENSE PRODUCTION ACT OF 
1950 in PLace OF THE PeRtop May 24-JunrE 24, 1950 


I, INTRODUCTION 


During the hearings of the Senate Committee on Banking and Currency on 
May 15, 1951, Senator Maybank requested the comments of the Office of Price 
Stabilization on a proposal to replace the May 24—-June 24, 1950, period, pre- 
sumably wherever it appears in the Defense Production Act, with a current 
period, perhaps February-March 1951. 

Insofar as is presently relevant in connection with price control for goods and 
services, two references are made in title IV of the Defense Production Act to the 
May 24—June 24, 1950, period. It is referred to in section 402 (c), in which 
general standards for establishment of ceiling prices are set forth. We shall 
comment in part II below with respect to the proposed change as it affects this 
section, The May 24—June 24, 1950, period occurs again in section 402 (d) (3), 
with respect to minimum ceiling levels for agricultural commodities. We shall 
comment on this in part Lil. 


II, SECTION 402 (C)—-GENERAL PRICING STANDARDS 


Section 402 (c) includes the following provision: 

“So far as practicable, in exercising the authority conferred in this section, 
the President shall ascertain and give due consideration to comparable prices, 
rentals, commissions, margins, rates, fees, charges, and allowances * * * 
which he finds to be representative of those prevailing during the period from 
May 24, 1950, to June 24, 1950, inclusive, or, in case none prevailed during this 
period or if those prevailing during this period were not generally representative 
because of abnormal or seasonal market conditions or other cause, then those 
prevailing on the nearest date on which, in the judgment of the President, they 
are generally representative. * * * In determining and adjusting ceilings 
on prices with respect to materials and services, he shall give due consideration 
to such relevant factors as he may determine to be of general applicability in 
respect of such material or service, including the following: Speculative fluctu 
ations, general increases or decreases in cost of production, distribution, and 
transportation, and general increases or decreases in profits earned by sellers of 
the material or by persons performing the services, subsequent to June 24, 
no. = f @ 

It will be noted from the foregoing that the act does not direct the President 
to establish ceiling prices at the levels prevailing between May 24 and June 24, 
1950 (or nearest representative period), but rather directs him to give due 
consideration to such prices, and in addition, to consider subsequent changes in 
costs and profits. We believe, therefore, that Congress intended, and properly 
so, that in establishing ceiling prices, primary attention should be given to the 
relationships between prices and costs which existed prior to the outbreak of 
hostilities in Korea. These price and cost relationships were worked out by 
normal competitive forces during a period of relative stability. 

Subsequent to the Korean outbreak, prices were governed in large part not by 
ordinary market considerations of supply and demand, of costs and necessary 
revenues, but rather by speculative factors, shortages, and fears of shortages 
by the anticipations in the minds of many sellers that controls might be imposed 


* 
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and the desire to attain a favorable price base under such controls; and by 
similar abnormal influences. From Korea until the issuance of our general ceiling 
price regulation on January 24, 1951, price relationships became increasingly 
distorted. The table below gives a few examples of the wide variation in price 
movements which occurred between January 1950 and January 1951. 


BLS wholesale price sub- Percent | BLS wholesale price sub- Percent 
groups: increase groups—Continued increase 
Dairy products Anthracite coal 4.0 
Eggs Petroleum and products____ 4.8 
Fruits and vegetables Nonferrous metals 26. 6 
Hides and skins Structural steel 6.6 
Shoes ~' "8 
Cotton goods GO ane tet ee 79.1 
Rubber, crude 


o> bo 


AAAI 


It should be emphasized that these sharp disparities in price movements bore 
no necessary relationship to changes in costs or to the effects of normal economic 
forces. In many cases, rather, they simply reflected differences in the extent to 
which individual sellers displayed a sense of public responsibility in their pric- 
ing policies. Experience during December and January with voluntary price 
controls may have aggravated these distortions, as many businessmen continued 
to increase prices in an effort to anticipate the impostion of price controls and to 
establish a favorable price basis under such controls, while other concerns 
sought to support the stabilization program. 

Even where price increases were kept in line with rising costs, there were 
still differences in the extent to which some sellers based their prices upon costs 
already incurred while others raised prices to reflect anticipated cost increases ; 
some businesses priced upon the basis of materials in inventory while others 
took account of replacement costs. Moreover, in some industries which have 
short production and distribution cycles, changes in raw-materials cost are 
reflected rapidly through to the retail prices of the end-product; in others, 
where the cycle is longer, this process of adjustment takes many months. 

The issuance of the general ceiling price regulation of January 25, 1951, did 
nothing to minimize these distortions, in fact, it temporaily froze them into our 
price system. As a result the price structure prevailing during February-March 
1951, was inequitable and distorted in many ways. For some commodities prices 
were below actual replacement costs; for others they provided an exhorbitant 
level of profits. Prices established for competing sellers of the same commodity 
were frequently far out of line with each other. 

During the past few months, consequently, OPS has made every effort to 
restore a‘reasonably balanced price structure, largely by reference to the May 
24-June 24 period. Our general manufacturers’ regulation (CPR-22) and others 
in the same series, follow closely the language of the act, quoted above. They 
establish ceilings by taking the prices of April 1-June 24, 1950 (or of the nearest 
representative pre-Korean period) and adding thereto appropriate adjustments 
for changes in costs occurring since that time. Similarly, in almost all of the 
“tailored” regulations which we have issued, we have attempted to establish 
prices or margins properly related to the pre-Korean price-and-cost structure, 
in many cases actually employing a May 24-June 24, 1950 (or closely similar) 
base period. 

In general, these regulations are not expected to result in any substantial 
change of the average price level from that which prevailed during February— 
March 1951 under the general freeze. Rather, these regulations were intended to 
restore normal relationships between different prices and between prices and 
costs. The restoration of such relationships was imperative not only for rea- 
sons of equity, but also in order to permit the economy to function effectively and 
to insure maximum production for the defense program and the maintenance of 
the highest possible standard of living. 

A change in the language of the act to substitute a current period for the May 
24-June 24 period would indicate that Congress had determined the standard 
we have used to be inappropriate. Although such a change in language would 
not appear to require OPS in all cases to scrap existing regulations, it would 
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appear to mean that Congress was instructing OPS to pay less attention to the 
price relationships which reflected the normal competitive situation preceding 
the Korean outbreak and to give more weight to the price levels and relationships 
which were frozen by the GCPR. We have interpreted the intent of the present 
act to be that, except in unusual circumstances, ceilings should not be established 
at levels lower than those of May 24—June 24, 1950. A similar interpretation of 
the intent of the proposed change would mean that it would not be possible, except 
under unusual circumstances, to roll back prices that had advanced excessively 
after Korea. 

Nevertheless, it would still be incumbent upon us to establish relationships 
between prices of different commodities and between prices and costs under which 
the economy could function and produce efficiently. 

For the reasons just pointed out, this would require a major readjustment of 
prices and costs at all levels of production and distribution. The law would 
direct OPS to give primary weight to the prices frozen under the GCPR, but at 
the same time sheer economic necessity as well as equity would force OPS to 
move toward restoring the price-cost relationships which existed before Korea. 
The only way in which this could be done would be to permit substantial increases 
in the prices of those commodities which had advanced at a normal rate be- 
tween June 24, 1950, and February-March 1951, and to allow even larger in- 
creases in the prices of those commodities which had lagged behind the general 
rise, in order to bring them into line with those prices which had advanced most 
rapidly and least justifiably. 

We should end up, therefore, with a price structure at a considerable higher 
level than that now prevailing. This would, of course, raise both the cost of 
the defense program, and living costs; increase the drain upon the Treasury, 
and touch off a new series of demands for wage increases. 

In view of this situation, we believe that it would be most unfortunate to 
amend the act as proposed. To do so would undermine public confidence in the 
stability of prices: create a new period of unsettlement while prices—and of 
course wages—were readjusting to the newer and higher levels; hamper defense 
production during this period of unsettlement; and, postpone by many months 
the period at which stability could be achieved. We see nothing that would 
be gained by this procedure; a great deal would be lost. 


Ill. SECTION 402 (D) (3)—--MINIMUM PRICES FOR AGRICULTURAL COMMODITIES 


The proposal to amend section 402 (d) (3) by substituting a current period 
for May 24—June 24, 1950 period would alter our authority with respect to the 
level of ceilings for agricultural commodities. In this case, as opposed to the 
preceding one, prices of the May 24—June 24, 1950 period are established as an 
absolute minimum requirement. Consequently, the proposed change would mean 
that no agricultural product could be placed under ceiling at a level below either 
(a) the effective perity level, or (b) the highest price received during the eur- 
rent period selected. Although this change would affect but few agricultural 
commodities inasmuch as the majority of them by number were below parity 
as of February-March 1951, certain important commodities would be affected. 
The tables below summarize the effect on agricultural commodities of the pro- 
posed change. It will be noted that while the legal minia for some products 
would be higher than they are under existing legislation, the minima for certain 
other products would actually be reduced. 
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Tas_Le I.—Agricultural commodities for which substitution of highest February— 
March, 1951, prices for highest May 24-—Jume 24, 1950, prices would raise present 
legal minimum prices 


Approximate 
legal minimum 
price based 
on highest 
February 
March price 2 


Present legal 
Agricultural commodity affected ! minimum price | 
(May 15, 1951) 


os a ties ae =— 7 pound 3 $0. 3385 $0. 
Rice : ei : . ~ hundredweight 5. ! 5.8: 
Wool. _-_- brs tfativmn luli a pound 567 l. 
Cottonseed __._- 7: ak ; ton_- 3 73.6 103 
Soybeans eB bushel 3. 06 3 
Dried figs eae mea ; ton_. 3 27: 282 
Dried raisins-. -- ; : : : do_. 22: 260 
Prunes: 
Fresh consumption - - - : s : do ‘ 124 
Canning. .....-- ‘ ; do j 
del ented tue a : do 
Beef cattle __- S eueabe . hundredweight 
Hogs... --- re do 
Lambs... -- do 
Sheep a " y do 
Veal calves Zi ; do 
Alsike clover hewkae sel . ‘ bushel 
Crimson clover. ee : hundredweight 
Sudan grass : do 
White clover___- ; ‘ . do 
Cotton, American-Egyptian_. . pound 
Crude pine gum a as Mee CU 


1 Highest February-March 1951 price is higher than present legal minimum price. 

? Based on season average prices for Feb. 15 and Mar. 15, as published in Agricultural Prices, Bureau of 
Agricultural Economics. The higher of the 2 monthly averages was used. In most cases, a somewhat 
higher level would be the highest level reached. Account has not been taken of seasonal adjustments that 
might be required in the case of some of these commodities. These might be in either direction. 

3 May 15 effective parity price 

4 Highest May 24-June 24 price or adjusted price per sec. 402 (d) (3), Defense Production Act. 


TABLE IIT.—Agricultural commodities for which substitution of highest February— 
March, 1951 prices for highes ay 24—-J une 24, 1950, prices would lower presen 
March, 1951 4 for highest May 24-J 24, 1950, 1 ld l l t 
legal minimum prices 


Approximate 
= . legal minimum 
Present legal price based 
on highest 
February 
March price ? 


Agricultural commodity affected ! minimum price 
May 15, 1951 


Mohair. de pounds 

Sweet cherries tons 

Peaches, fresh consumption : do 3. 12 
Plums, fresh consumption ‘. : 4 do : 00 
Crested wheat grass_. d sin do 5. 20 
Red clover. . ; a bushels. 10 
Redtop. -- Rs hundredweight 70 
Common ryegrass a ; aoe do Os 
Sweet clover... ; bushels $12.30 
Timothy. do 

Vetch, common and Willamette hundred weight 38.95 
Maple sugar- . - pounds 788 
Beets, fresh consumption ‘ ; bushels 83 

Green peas, fresh consumption _-- do 3. 46 

Tomatoes, fresh consumption. -- _- ree head do 6. 99 

Watermelons, fresh consumption pee ee 2 elt (tC 515. 00 


1 Highest February-March price is below May 24-June 24 price but above the parity price 

2 Based on season average prices for Feb. 15 and Mar. 15, as published in Agricultural Prices, Bureau of 
Agricultural Economics. (See footnote ? to table L.) 

3 Highest May 24—June 24 price or adjusted price per sec. 402 (d) (3), Defense Production Act. 

4 May 15 effective parity price. ~ 

8’ Higher of Feb. 15-Mar. 15 average ri es published in Agricultural Prices, Bureau of Agricultural 
Economics. (See footnote 2 to table L.) 
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It will be noted from table I that for a number of extremely important farm 
commodities, the proposed change would establish legal minimum prices sub- 
stantially higher than the present ones. It should, of course, be recognized that 
in many cases, this would be of little importance because economic or other 
factors would not otherwise permit the price prevailing in February—March 1951 
to be reduced. Nevertheless, the impact in a few cases might be serious and 
might extend beyond the commodities listed because of the necessity to maintain 
price relationships that are appropriate from a production standpoint. 

We are, of course, principally concerned with the effect of the proposed 
amendment on meat prices. A February—March 1951 price level for cattle would 
require retail beef prices even higher than those frozen by the general ceiling 
price regulation. This might, in addition, require further increases in dairy 
prices to prevent loss of milk supply. This is merely an example of the way 
in which a rise in one price frequently requires increases in other prices, and 
an illustration of the importance of appropriate price relationships. 


IV. CONCLUSION 


In summary, we believe that the proposed change in the language of the act 
would be most unfortunate. Undoubtedly the suggestion was prompted by the 
view that the May 24—June 24, 1950, period was increasingly remote in time and 
that the average price level established by controls would not realistically 
approach the May 24—June 24 level. When it becomes understood that, except 
with respect to certain agricultural commodities, the May 24—June 24, 1950, 
standard relates not to the absolute level of prices, but more importantly to the 
relationships among prices, it is clear that there is no need to change this period. 
May 24-June 24, 1950, is the last period in which prices and price relationships 
were established in a free market, uninfluenced by abnormal factors. We believe 
that it is economically sound and practically necessary that the price structure 
achieved through a stabilization program should be a price structure which so 
far as possible reflects these normal price relationships. 

We, therefore, could not respond to a change of the legal base period by 
merely raising those individual prices which might be below the new standard. 
Instead, we should probably be forced to maintain the relationships that have 
been established in recent months or are in process of establishment now on the 
basis of the pre-Korean period now stipulated in the law, because these price 
relationships form the only workable pattern. To do this with some key prices 
raised as the result of a new base period, would make it necessary to lift the 
entire price level to a higher plane. It is for these reasons that we recommend 
that the proposed amendment not be made. 





JUNE 13, 1951. 
Mr. JosepH P. McMurray. 
Staff Director, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Mr. McMurray: In your letter of June 8, 1951, you stated that Senator 
Underwood, of Kentucky, opposed the 20 cent per hundredweight differential 
which our cattle regulation (CPR 23) places on cattle sold at terminal markets. 
You further stated that Senator Underwood has proposed an amendment to the 
Defense Production Act of 1950 which would require the same price at livestock 
auctions as at terminal markets. You ask for a statement of our reasons for the 
20 cents differential. 

The 20 cents differential applicable on purchases of cattle at terminal markets 
was provided in CPR 23 because of the higher costs of the average producer who 
sells at terminal markets compared with costs of selling through local markets. 
These higher costs to a producer arise from the following reasons: 

(1) Terminal market charges to cover yardage and commission are normally 
in excess of charges at local markets. Such higher charges must be borne by the 
producer. 

(2) Terminal markets customarily draw livestock from a much wider area 
than do local markets. For example, the average district from which terminal 
markets .draw livestock is probably well in excess of 100 miles, whereas 
the local markets are likely to obtain their livestock from auctions within a 
30-mile radius of a market. This means that the average producer who sells to a 
terminal market must pay higher freight charges than if he sold to a local market. 

(3) The extra distance involved in shipping to a terminal market means that 
there will be more tissue shrinkage than if the cattle were sent to a local market. 
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It is our belief that the three items covered above fully justify -a 20 cents dif- 
ferential between terminal markets and country auctions or other local market 
points. In providing this differential there was no intent to induce a larger pro- 
portion of the cattle to go to terminal markets than has custoniarily been the 
practice. 

On the other hand, it was our belief that in the absence of a differential there 
would be a disruption in the normal marketing of livestock with the terminal 
markets obtaining a smaller proportion than they have obtained in the past 
year or two. It is our intention to watch the marketing of livestock closely and 
if there is any indication that terminal markets are receiving more than their 
proper proportion of the cattle, we will make a change in the differential. I fee) 
that we would have to have about 2 months’ experience, however, in order to 
have enough data to show what effects the 20 cents differential may be having. 

Sincerely yours, 
ARVAL L. ERIKSON, 
Assistant Director, Food and Restaurant Division. 


AN Economic JUSTIFICATION OF THE SLAUGHTER CONTROL PROGRAM 
GENERAL STATEMENT 


The slaughter control program (involving registration and quotas) is basic 
to a fair distribution and price stabilization program for meats. And if we 
conclude that a fair distribution and price stabilization program for meat is 
central to the national price stabilization effort, we see at once the key position 
of slaughter control. We base these generalizations on the contribution that 
slaughter control makes at three levels of economic activity. First, quotas assure 
all slaughterers of an equitable supply of live animals (that proportion of the 
total supply killed by each slaughterer in 1950). Second, registration acts to 
keep fly-by-night operators out of the industry, hence acts (a) to keep meat 
flowing in legitimate channels, and (b) to maintain a sanitary meat supply. 

Third, quotas serve to complement and support price control by limiting the 
total demand of slaughterers to that supply available at going or ceiling prices. 


WHAT THE PROGRAM DOES 


The use of quotas in the current situation of expanding demand and relatively 
fixed supply assures each slaughterer of an equitable and continuous supply of 
live animals. From the point of view of the packing industry this is highly desir- 
able. Packers are not forced to scramble in the market for supplies with the 
consequence that one packer gets too much 1 week and too little the next. 
Individual slaughterers may, within the normal pattern of livestock marketing, 
enjoy an even operation rather than a feast-or-famine affair. 

But the allocation of available supplies through the use of quotas, has a more 
important role to play in meat distribution. The slaughterer (or meat packer) 
holds a key position in the distribution system. We might liken this system to 
an hourglass lying on its side, slaughtering establishments operating at the 
waist of the hourglass. We have live animals funneling into a relative few 
slaughtering establishments from many producers on one side and meat being 
dispersed to thousands of consumers on the other. Now if each slaughterer 
attains in 1951 that proportion of animals coming to market that he obtained in 
1950, we know that the strategic point in the distribution system is holding firm; 
know that an equitable distribution of meat to all people in all areas can be 
achieved. An equitabie allocation of animals at the slaughtering level cannot 
assure equitable distribution at the wholesale, retail, and consumer levels. But 
we do not have a chance of achieving a fair and equitable distribution at these 
later levels, unless we achieve a fair and equitable distribution at the initial 
point of meat dispersion—the commercial slaughterer. 

Registration of all slaughterers and limitation of entry into the industry pro- 
vides the principal means of directing animals and later meat through legitimate 
channels. During World War II many, many small slaughtering outfits jumped 
into the industry to take advantage of the war-induced demand for meat. This 
“behind-the-farm” type of development became a principal source of supply for 
black-market operators. But perhaps more important, the operations of new, 
small slaughterers increased supplies of meat available in surplus areas and 
reduced the supplies of meat available for consumers in deficit areas and for the 
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Army. In short, the entry into the slaughtering business of many small slaugh- 
terers close to the source of supply created a major lead in the distribution system 
during World War II. 

By registering all slaughterers, and permitting only registered slaughterers to 
kill animals and produce meat, the entry of firms may be restricted to those cases 
where new and additional operations are prerequisite to the national-defense 
effort. And since it is generally recognized that considerable excess slaughtering 
‘apacity exists in the industry (among established firms, large and small) there 
should be only a few cases where the establishment of new slaughtering opera- 
tions may be justified. Registration then becomes a principal means of directing 
animals and meat through established channels and the elimination of a meat 
leak at the local level. Registration provides the first and essential compression 
in a control program designed to keep meat flowing in established channels. 

The quota control program is designed primarily to achieve an equitable distri- 
bution of meat. But it complements and supports the price control program in 
an important way. Where the quota control program is working perfectly, the 
total quotas outstanding for any period should be just large enough to permit the 
purchase of all the animals (by species) coming to market at the ceiling price. 
Thus the total demand of slaughterers is limited through the issuance of quotas 
(total quotas) to that amount where the livestock coming to market will clear 
the market at the stated ceiling price. There is no intent to reduce or drive 
prices down through the use of slaughter quotas. But quotas designed to dis- 
tribute existing supplies fairly, can and will act to hold the price line on live 
animals, for the demand of all slaughterers is in effect limited to that amount 
which will clear the market of livestock at the established ceiling prices. 


WHAT THE PROGRAM DOES NOT DO 


The quota system is designed primarily to allocate those live animals coming 
to market among slaughterers in an equitable fashion; not to restrict the flow 
of slaughtered livestock to market. The fact that a percentage quota figure, 
say 90 percent for cattle, is set at 90 percent does not mean that the number of 
cattle seeking to come to market in the current period is being restricted by 
10 percent. The 90-percent figure means that officials in OPS estimate that 
market offerings in the current period will be 90 percent of the base period. 
Thus, the quota for any slaughterer in the current period is 90 percent of his 
kill in the base period—his fair share of current marketings. 

We see how livestock receipts vary from year to year by comparable months 
in tables 1 and 2. Generally speaking, the volume of cattle or hogs marketed 
in'a given year (say April 1950) as a percentage of the marketings in a com- 
parable month of the previous year (April 1949) is over 100 as livestock is being 
liquidated in the cycle, and below 100 when livestock numbers are increasing. 
But numerous specific factors may enter the picture to cause the marketings 
in a given month to vary from the marketing of the same month in a previous 
year: expectation of war, expectation of peace, a serious drought, and so on. 
In any event, we see that the volume of livestock marketings by species in one 
month as a percentage of marketings in the same month of previous year can 
and does vary (tables 1 and 2). Now if quotas had been in effect over the period 
covered in tables 1 and 2, the appropriate percentage estimate by species for 
any current month, would be the percentage shown in those tables (assuming, of 
course, that the slaughter base is the previous year in every case). These per- 
centages indicate the volume of livestock by species, which did come to market 
during those months expressed as percentages of the previous year. 


Taste I.—Commercial slaughter of cattle in 1 year as a percent of the preceding 
year, United States, 1948—51 


Month 1948 | 1949 | 1950 1951 


January-.....-.- ea ste ‘ 7 93 | 105 
February : a eS Se i sien dill iinet 86 | 96 95 
March. - a a7 | 

re 

May. 

June._.. 

July _. 

August... 

September . - 

October 

November - . 

December 
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TABLE I1.—Commercial slaughter of hogs in one year as a percent of the preced- 
ing year, United States, 1948—51 


Month 1948 1949 1950 1951 





SES a ‘ a | XS 109 112 
February ; sdinedteeds ie tees 5 


95 | 103 
March. -.-. ee eet ss Se dia eee eee 111 114 
I ses , : i 97 110 


May. -.. 116 
June 112 
July 106 
August_. 106 
September 106 
October a 104 
November - . 102 
December -.- 


The intent of slaughter quotas is not to restrict, but is to allocate equitably. 
The percentage factors provided slaughterers each month in advance represent 
the informed expectation of OPS officials of livestock receipts for that month as 
a percent of the 1950 base; and if correctly estimated, total quotas outstanding 
will just clear the market of livestock at ceiling prices. 

If the quota program were working perfectly, the above statement would hold 
without exception. But we know that total quota bases have become inflated— 
that is, total quota bases for all slaughterers for 1950 exceed the actual volume 
of slaughter in 1950. This has come about in two ways: (1) by overstatements 
of kill during 1950 by some slaughterers and (2) the upward adjustment of quota 
bases by OPS in those cases where plant and facilities have been expanded. It 
is estimated that total quota bases may exceed total slaughter for 1950 by as 
much as 5 percent. This means that percentage allocations in any current 
period, say, July 1951, must be reduced to squeeze the “water” out of the quota 
system—to make total quotas in July equal to marketings in that period. 

We see how this works in the following example: Assume that 100 animals 
were slaughtered in X month of 1950, 85 animals are expected to come to market 
in X month of 1951; if we had no inflation of quota bases, the quota for X month 
would be 85 percent (85-100). But if total quota bases are inflated, say, to 105 
animals (this, of course, is a paper inflation), and current marketings are 
unchanged at 85 animals, the current quota is 81 percent (85-105). 

In sum, where quota bases become inflated, quota percentages for a current 
period must be reduced—must be reduced to make the total quota outstanding 
equal to livestock receipts. This reduction in quota percentages does not reduce 
the number of livestock coming to market. On the other hand, if the total quota 
outstanding exceeds the receipts in a given period, individual quotas become 
little more than hunting licenses; the individual slaughterer is no longer assured 
of his fair share of the market. He must compete in seller’s market for sup- 
plies. Thus, in operating the quota program, any inflation in quota bases must 
be offset by a reduction in the current quota percentages. 


SOME PROBLEMS OF SLAUGHTER CONTROL 


Obviously, many and difficult problems will be encountered in a program which 
seeks through direct controls to distribute livestock and meat in some fair and 
equitable fashion. Under such a program, a pattern of distribution will very 
likely be called for which does not represent the most remunerative operation. 
In such situafion profit no longer serves as a directive or guide in the distribu- 
tion of meat; on the contrary, profit becomes a barrier over which we must hurdle 
and do hurdle with the assistance of direct controls. 

One of the first problems we encounter is the continuing problem of review and 
adjusting quotas of individual slaughterers as special and extenuating cireum- 
stances make the original quota base, in this case 1950, unequitable. Perhaps 
a particular firm was just getting into business or the plant was undergoing 
alterations, or there was some peculiar situation in the area, any one of which 
would reduce the quota base of the firm (the volume of slaughter by species by 
months in 1950) and hence, vestrict in an unequitable way its current quota and 
volume of slaughter. In instances such as these some adjustment would no 
doubt be requested and granted. But the establishment of specific criteria for 
making adjustments and the work-load involved in processing adjustments create 
continuing problems. 





2768 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


One of the more difficult problems in achieving an effective quota program 
is that of estimating the volume of livestock marketings in the period ahead 
(a month ahead in this case). Many, many factors bear on the question of how 
many cattle, calves, sheep, and hogs will be marketed in the forthcoming period; 
current prices, expected prices, war or peace, and so on. An estimate of receipts 
for an advance period, expressed as a percentage of a comparable period in 1950, 
that is too low may be raised. But an estimate that turns out to be too high, 
cannot be reduced; for such an action would force some slaughterers out of 
compliance, cause law-abiding slaughterers to exceed their quotas. 

Thus, we gain an appreciation of the problem of making accurate estimates of 
marketings on which quotas are provided. If total quotas exceed marketings, 
the goal of fair distribution becomes impaired. The situation is similar to that 
with no quotas, more animals are demanded than exist. On the other hand, too 
little total quota will dam up livestock and reduce live animal prices. Fortu- 
nately this tight situation may be corrected with a general increase in quotas, 
but not so with the overly loose situation. 

Finally, in the control and suppression of black-market operations which spring 
up when direct controls are imposed, we encounter a continuing problem of com- 
pliance. The quota bases submitted by slaughterers must be reviewed and 
checked, their current operations must be checked against their legal quotas, and 
nonregistered slaughterers must be ferreted out. Reviewing, checking, and 
policing thus become a continuing part of the program in order to weed out the 
few violators that seem always to be with us. 

But any line of action which seeks to achieve an objective encounters prob- 
lems. The problem of encountering problems is not something new or unique. 
The real question involved is the following: Do we as a Nation really want to 
distribute our meat supplies equitably and at stable prices? If we do, the fore- 
going problems will not prove insurmountable. And the slaughter-control pro- 
gram provides the first and crucial step toward that over-all goal. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., June 13, 1951. 
Hon. BuRNET R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Senate. 


Dear SENATOR MAYBANK: This is in further reply to your letter of June 5. 

In the Chicago Daily News article referred to, the author, Mr. Edwin A. Lahey, 
estimates that profits made by speculators in wheat, corn, cotton, and soybeans 
during the first 6 months of the Korean War amounted to $74,500,000. He says 
that his estimates were arrived at by averaging the open contracts for each of 
the four commodities for the first 6 months of the Korean conflict and deducting 
from these averages the amounts “attributable to the legitimate market process 
of hedging.” The remainder was multiplied by the price increase for the 6- 
month period. By this method he estimates profits in wheat at $11,000,000, 
corn $13,000,000, cotton $14,000,000, and soybeans $36,500,000. 

Mr. Lahey says, “In the case of wheat, corn, cotton, and soybeans, the above 
conservative estimate is made possible because the Department of Agriculture 
keeps a public record. It shows not only the open-contract position in the daily 
trading, but also the percentage of speculative and hedge trading.” 

The Department of Agriculture compiles and releases daily figures on the 
volume of trading and open contracts in the various commodity futures. It has 
information currently from large traders, i. e., those in reporting status, showing 
what portions of their long and short positions are hedges. This information is 
not made public on a daily basis. On special occasions the Commodity Exchange 
Authority makes calls for the positions of all accounts in a specified commodity, 
which positions are classified as hedging or speculative. Such figures have been 
released in the past and provide information regarding the market positions 
of all classes of traders at the date of the call. We are unable to identify the 
data which Mr. Lahey used for determining the proportion of the open contracts 
attributable to hedging. None of the above-described data would in themselves 
furnish information as to profits derived by speculators, 

The information concerning individual traders described in the second para- 
graph of your letter could be obtained, we believe, by a special call upon all 
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brokerage firms registered as futures commission merchants under the Com- 
modity Exchange Act. We do not believe this would present any serious diffi- 
culties for the Department. However, it would impose a tremendous burden 
of work on the brokerage firms that would be called upon to comb their records 
and reports for each customer the amount of speculative profits made in wheat, 
corn, cotton, and soybeans during the period from June 26, 1950, to May 31, 1951. 
In many cases it would be necessary for them to reconstruct the trades in such 
manner as to determine the amount of margins involved in profit trades during 
the time such trades were open. 

We shall be glad to try to obtain the information for your committee if you 
so desire, but we think you would like to know that in our opinion it would impose 
a considerable burden on the brokerage firms; it might take several months to 
obtain the information, and, while the results would be interesting, we doubt 
whether they would be worth the cost in time and effort involved. 

We note also that the period from June 26, 1950, to May 31, 1950, covered in 
your request is considerably longer than the first 6 months of the Korean War 
included in Mr. Lahey’s estimates. It is very doubtful as to whether the data 
obtained would provide an answer to the question of whether Mr. Lahey’s 
estimates are too high or too low, and after studying the matter we are not 
disposed to regard the amount of profits made by-speculators as a reliable yard- 
stick to measure the effect of speculation on prices. 

The volume and character of the trading and the extent and rapidity of price 
fluctuations, as well as the proportion of the open contracts being assumed by 
speculative longs in a rising market or by speculative shorts in a declining 
market, are very important factors in determining whether speculation is a 
main factor in price movements as of any given time. What speculators, as 
such, may he able to take out of a market by way of profits may or may not be 
related to the question of price effect. 

We are acquainted with the allegations of representatives of the commodity 
exchanges that speculation has no effect on prices because for every purchase 
there must be a sale. It has seemed to us that this oversimplification was too 
obvious to either confuse or mislead anyone. It is impossible to imagine a 
contract of sale of any kind without there being a buyer as well as a seller. This 
is not a fact peculiar to trade in futures. It hardly seems necessary to suggest 
that this is not a completely neutralizing operation in its effect on prices. Surely 
the exchanges do. not wish to promote the idea that trading in futures is a form 
of betting on the course of prices and as such has no effect on price. It would be 
true, of course, of the old-time bucket shops, but we do not believe this is either 
a sound or worthy argument to advance in behalf of the recognized commodity 
exchanges. 

In defending themselves against the allegation that they were mere gambling 
places the commodity exchanges have taken great pains to point out that the 
trading is in the form of an auction where buyers and sellers meet. It seemed 
obvious that, like any other auction, prices will advance as a result of this trad- 
ing if the buyers are more anxious to buy than the sellers are to sell. Conversely, 
of course, prices will decline when selling pressure predominates. Records 
accumulated over many years show that the buying force manifests itself more 
strongly when supplies are short and demand is heavy. On the other side of the 
picture, short selling is most likely to appear when basic conditions seem to favor 
a lower price trend. In other words, futures trading has a tendency to accel- 
erate or accentuate the price trends which are based on more fundamental 
supply-and-demand factors. 

We believe it is clearly evident that excessive speculative buying, taking on 
the character of a mass movement, can force prices to artificially high levels, 
usually at times when it does the producer no good, and that, likewise, speculative 
short selling can force prices to artificially low levels, usually at times when the 
markets are either laboring under hedging pressures from the country or follow- 
ing a boom-and-bust situation taken advantage of by speculative short sellers. 

Excessive speculation reflected in large volume of trading and erratie price 
swings is well illustrated in the appended chart of the 1950 July soybean future. 
The wide speculative interest was also shown by two market surveys in Mareh 
and June 1950, when over three-fourths of the long positions and over 60 percent 
of the short positions were speculative. Numerous complaints were received 
from the trade, mainly soybean processors, to the effect that the soybean futures 
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market was completely under the control of speculators and was serving no 
useful purpose to legitimate hedgers. These facts are brought out in the enclosed 
publication of the Department, Speculation in Soybeans. 

The effect of excessive speculation in soybeans was also seen by a comparison 
of cash and futures prices. Cash prices rose approximately 85 cents with the 
July future rising about 95 cents during the spring and early summer of 1950. 
But very shortly after trading stopped in the July future, the last old-crop 
soybean future, cash prices began to decline. By September the average price 
at Illinois country shipping points had dropped 65 cents from the July figure, 
although supplies were even scarcer until the new crop in October. 

Another illustration of a past situation in which we believe excessive specu- 
lation was a destructive and disturbing price factor was the advance and break 
in cotton prices in 1946. The facts concerning this period are given in another 
publication of the Department, The Collapse in Cotton Prices, a copy of which 
is enclosed. 

We await your further advice as to whether we should go ahead and try to 
obtain the data relating to speculative profits and margins, requested in your 
letter of June 5. 

Sincerely, 
CHARLES F. BRANNAN, Secretary. 


OFFICE OF THE HOUSING EXPEDITER, 
Washington, D. C., June 6, 1951. 
Mr. Josep” P. McMurray, 
Staff Director, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

DeAR Mr. McMurray: This is with further reference to your letter of May 28, 
1951, with which you enclosed advertisements appearing in the Houston Chronicle 
and the Los Angeles Times ef May 138, 1951, and requested us to review and 
comment on these ads, 

A careful examination and check of all the ads were made during the period 
May 31 to June 4,1951. The results of this check are summarized in the attached 
two tables. Table 1 shows the status of the advertised units at the time they 
were checked. Table 2 shows a comparison of the present rents asked or charged 
with the last maximum rents under rent control. 

The Residential Research Committee of Los Angeles has recently issued a 
report on vacancies which may be of interest to the Banking and Currency Com- 
mittee. The Residential Research Committee, which is a nonprofit community 
organization for the development and distribution to members of factual infor- 
mation on conditions affecting housing, mortgage lending, construction and 
related aspects of real estate in Los Angeles County, regularly makes its own 
field surveys of housing in Los Angeles. In its latest report, dated May 11, 1951, 
the following statement appears on page 12: 

“Vacancies dropped sharply during the quarter, both in single and multiple 
units. Average vacancy in single units was 0.88 percent, compared with 1.98 
percent in the fourth quarter of 1950. The highest vacancy rate fell in the 
$41-$60 rental group, 1.08 percent. 

“Average vacancy in unfurnished multiple units was 1.90 percent with the 
highest rate in the modern units, 2.99 percent. 

“The highest single-house-vacancy rates were found in southeast Los Angeles, 
1.71 percent and the next highest in the Pico-Santa Barbara and Southwest Los 
Angeles areas. It should be noted, however, that rates im all areas were smaller 
than in the preceding quarter.” 

I am returning the advertisements for your files. 

Sincerely yours, 
TIGHE EF. Woops, Housing Exrpediter. 

Enclosures. 
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TABLE 1.—Status of units advertised for rent in Houston Chronicle and Los 
Angeles Times of May 13, 1951, when checked May 31—June 4, 1951 








Los 


Houston | Angeles 


Tota: ads checked 
Total units found in ads__-__-_--- 


1. Already rented_____--- ; eee “a . 

. Duplicate ads or ads to build waiting lists with no vacancies available _ - 

3. Other than regular nonseasonal family units (such as sleeping rooms, commercial 
units, trailers, transient or short-term occupancy, units to be shared, and units 
requiring personal services in exchange for rent) 

. Not ready or available for immediate rental (such as new construction or renova- 
tion not yet ready for occupancy, for sale only or sold, or owner holding for own 
use) _-- J 

. Advertiser refused to give information ___- 

5. Unable to contact advertiser or to obtain information (such as no answer to re- 
peated telephone calls, telephone discontinued or wrong number given in ad, 
owner out of town, street address only given in ad and insufficient time for 
personal visit to unit) 

7. Vacant and still offered for rent 


TABLE 2.—Comparison of present rents asked or charged with last maximum 
rents under rent control 


Houston | Los Angeles 


1. Number of units which could be identified as previously subject to rent con- 
trol with no substantial change in space or services since decontrol 201 210 
2. Last average maximum rent under rent control 
3. Present average rent asked or charged 
. Percentage increase in rents since decontrol 
. Units with increases in rents since decontrol: 
(a) Number of units with increased rents 186 193 
(>) Their last average maximum rent under rent control g $38. 79 $55. 67 
(c) Their present average rent asked or charged , $62. 10 $81.04 
(d) Percentage increase in their rents since decontrol percent 60. 1 45.6 
5. Units with decreases in rents since decontrol: 
(a) Number of units with decreased rents , ‘ 7 
(6) Their last average maximum rent under rent control $45.5 $95 
(c) Their present average rent asked or charged $85. 23 
(d) Percentage decrease in their rents since decontrol percent ‘ 10 
7. Units with unchanged rents: 
(a) Number of units with no rent change. - aie ale rea $ 
(6) Their average rent 


$61. 17 $80. 99 
percent 54. 0 38.9 


$39. 71 $58. 32 
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STATEMENT OF Forp Moror Co. RECOMMENDING AMENDMENTS 
THE DEFENSE PRODUCTION AcT 


Congress specifically provided that the price, wage, credit, und material 
control provisions of the Defense Production Act of 1950 should expire on June 30, 
1950, so that there would be opportunity to appraise their effectiveness in the 
light of several months of experience in operation. 

As we approach June 30, we are still fighting in Korea and facing the threat 
of further Communist aggression, as was the case in September 1950. The rea- 
sons for the act have not changed. The goal remains the same. We must arm 
ourselves against the possibility of all-out war, and at the same time expand 
our civilian economy to meet the immediate threat of inflation and assure un- 
broken progress toward higher standards of living for all. To this end, Defense 
Mobilizer Charles Wilson has outlined a program for America which he estimates 
will result in our being armed and free from direct controls over our civilian 
economy within 2 years, barring all-out war. 
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Ford Motor Co. fully supports this program and believes it can be achieved. 

To that end it seems clear that in a period of accelerated production of defense 
materials, of increased purchasing power, and of growing shortages of consumer 
goods, controls over prices, wages, and critical materials should not yet be 
terminated. 

This is in spite of our strong feeling that Congress can best contribute to a 
stable economy during this emergency period by keeping the Federal budget 
as low as possible, by adoption of adequate restraints on credit, and by a strong 
tax policy. It is in spite of the fact that even the best control legislation must 
result inevitably in some inequities where it affects so diverse an economy. The 
problem is to keep such inequities to the absolute minimum. 

It is in spite of the fact, also, that a little control leads inevitably to a great 
deal of control. The people of America do not like controls. They know very 
well that the strength of American industry rests primarily upon its competitive 
freedom. This was recognized by Congress in section II of the Defense Pro- 
duction Act, the language of which clearly states that it was the intention of 
Congress that the provisions of the act be enforced in a manner to prevent 
“undue strains and dislocations upon wages, prices, and production or distribu- 
tion of materials for civilian use, within the framework, as far as practicable, of 
the American system of competitive enterprise.” 

Despite this statement of congressional intent, operational experience has, we 
think, clearly demonstrated two weaknesses. The first is the development 
of serious inequities in the methods by which controls are applied to various 
segments of industry. The second is a tendency toward unwarranted administra- 
tive zeal in extending controls beyond areas essential to the present emergency. 

In our opinion either of these, if perpetuated, can hamstring the defense effort 
itself as well as jeopardize the civilian economy for the future. 

Nothing must stand in the way of defense production. But we are not 
in all-out war, and the present emergency may last for many years. A stripping 
of the civilian economy such as the American people accepted so readily in 
World War II might very well in the present situation destroy the possibility 
of long-term victory. 

This means, as we see it, need for constant guarding and fostering the forces 
which will continue to make America productively strong. Among them are 
the incentives which the possibility of profit holds out to creative ingenuity 
and effort; freedom for fair and open competition, with sufficient leeway for 
the competitive drive to operate; a strong sense of justice and equal opportunity 
for all. 

We respectfully submit herewith proposed amendments to those sections 
of the Defense Production Act dealing with price and wage controls and with 
priorities and allocations of materials (exhibits A and B). These amendments 
are designed to have the following effects : 

(1) They wili centinue to provide a steady flow of materials to the military 
and to defense-supporting industries ; 

(2) They will continue authority to stabilize prices and wages ; 

(3) They will preserve to the maximum practical extent the operation of 
normal economic forces in our civilian economy ; and 

(4) They will minimize the opportunity for discrimination between differ- 
ent persons and groups and provide equality of sacrifice in the defense effort. 


I. PRICE AND WAGE CONTROLS 


Our proposed amendments of the Defense Production Act as they affect price 
and wage controls would, we think, provide the following safeguards: 

1. They would prevent what we regard as a dangerous tendency to control 
prices by controlling profits. 

On April 21, 1951, Mr. Erie Johnston wrote Mr. Michael DiSalle a directive 
setting forth long-range policies for price controls under the present act. It 
states that so long as the dollar profits of an industry are above 85 percent 
of the industry’s average best 3 years during the period 1946—49, increases above 
established ceiling prices shall not be permitted (exhibit C). 

We regard this as clearly fostering a system of price control based upon 
profit control. 

It gives to OPS arbitrary power to determine that certain industries which 
prospered pre-Korea under conditions of a free economy should now be denied 
the same opportunity for profit, while other industries which did not fare so 
well during that period should now be permitted to make larger profits. 


pro 
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We believe that profit control is a function of Congress exercised through its 
power to tax. Delegation of this power—through faulty legislation or other- 
wise—must inevitably, we think, destroy the spirit and incentive upon which 
rests the hope of the American people for greatly expanded production. 

2. They would prohibit price discrimination by requiring OPS to establish 
ceiling prices generally—or with respect to general areas, such as manufacturing, 
wholesaling, retailing, importing, and exporting. 

OPS has itself recognized the feasibility of establishing ceiling prices for 
broad general areas. For example, it has adopted ceiling regulations covering 
such segments of the economy as retailers (CPR No. 7), and importers (CPR No. 
31). 

However, while OPS has frequently adopted broad orders of the type proposed 
in our amendment, it has at the same time singled out individual industries for 
special treatment. This has often led to unfortunate discrimination. For ex- 
ample, OPS issued broad regulations covering virtually all manuafcturers 
(CPR Nos. 22 and 30)—with the notable exception of those in the passenger-car 
industry. The prices of passenger cars were left frozen at December 1, 1950, 
levels (except for a 3.5 percent increase on March 1, 1951), while manufacturers 
generally were permitted to pass through substantial incerases in materials costs 
from Korean levels to December 31, 1950, and labor costs to March 15, 1951. 

3. They would require OPS to raise ceiling prices to reflect increases in labor 
and material costs. 

The Economic Stabilization Agency has construed the mandate of the act 
requiring “stabilization” of wages as not to mean the “freezing” of wages. The 
practical effect of this construction is increasingly apparent. Industry is re 
quired to absorb rising labor and material costs. Other segments of the economy 
remain substantially uncontrolled. In our own case, for example, price increases 
of only 3.5 percent have been allowed on passenger cars since pre-Korea, while 
labor costs have risen 15 percent and material costs have increased 12 percent. 


II, MATERIAL CONTROLS 


A major purpose of the priorities and allocations provisions of the act is to 
make available materials and facilities for the defense program. This can, of 
course, be done only by pulling such materials and facilities out of the normal 
flow of civilian production. 

The problem is to achieve such an orderly withdrawal without subjecting the 
entire civilian economy to a strait-jacket of control. Unless this can be achieved, 
progress in civilian production will be slowed to a walk, with resulting unemploy- 
ment and great waste of productive capacity. 

Amendments to the material control provisions of the Defense Production Act 
suggested herein are designed to achieve the following: 

1. They provide for priority allocations to satisfy direct military needs. 

In recognition of the paramount needs of national defense, provision is made 
for full authority to allocate materials and facilities for direct military purposes. 

2. They provide a floor under the use of materials available for civilian pur- 
poses which allows the normal pattern of availability to operate. 

Briefly, this is accomplished by— 

(a) Translating the supply of each kind of material available for civilian 
use after military needs are met into a percentage of a total base-period use 
of this material. This is called the civilian-use percentage. 

(b) Stipulating that the use of any such material by any person cannot be 
limited below this percentage of his base-period use except through a limita- 
tion of an additional 15 percent. 

The flexibility of this additional 15 percent will, we think, enable NPA to 
augment adequately the supply of materials for defense-supporting or essential 
civilian activities. There is no ceiling on the quantity of materials which may 
be assigned such activities, so long as percentages available to other civilian 
activities are not reduced below the civilian-use percentage less 15 percent. 

Unfortunately, adequate statistical data on base-period usage and defense- 
supporting needs have not been released by NPA. The committee may find it ad- 
visable to fix some different percentage, but it is our feeling that it would be 
difficult to justify a figure much in excess of 15 percent. 

The amount of steel provided by such a 15-percent cut would, of course, depend 
on how large a group is subject to this limitation. Mr. Chapple, of United States 
Steel Corp., has estimated that programs receiving Government-directed steel 
tonnage in April 1951 (including the military) received steel in June 1950 at an 
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annual rate of 18 million tons. Military tonnage during June 1950 undoubtedly 
accounted for no more than 1 million tons, leaving 17 million tons for the civilian 
group. A similar figure of 17 million tons for defense-supporting industries is re 
ported by the Wall Street Journal of June 6, 1951, as the NPA figure for the year 
1950. 

Assuming that 17 million tons is ‘approximately correct for the defense-sup- 
porting group in the first half of 1950 (the base period designated in the amend- 
ment), a current 15-percent cut in steel to all other civilian uses would allow a 
40-percent increase in steel for defense-supporting industries. 

When it is considered that with few exceptions the industries which have been 
called defense-supporting were operating at the highest levels in history during 
the first 6 months of 1950, it seems clear that the 15-percent allowance should 
be adequate. : 

It will be noted, further, that the proposed amendments require that when an 
order allows any civilian industry a larger percentage use of material than the 
civilian-use percentage, a statement of considerations shall be issued setting 
forth the facts behind the determination and the reasons for it. Thus is arbitrary 
action forestalled. What is of equal importance, there can be maintained a policy 
of free and open public information which can do much to mitigate the stigma of 
controls so foreign to the spirit of the American people even in emergencies. 

3. They limit allocation authority over civilian production. 

Administrative authority to allocate materials is restricted to those industries 
sufficiently essential to be entitled to extra percentages beyond the civilian-use 
percentage. Controls on the remaining civilian industries would be only in the 
form of percentage limitations upon use. 

Such restriction on material allocation is clearly needed. 

Commencing July 1, NPA proposes to allocate steel, copper, and aluminum 
with respect to a substantial proportion of all civilian production. The full 
extent to which NPA plans to regulate civilian production by direct allocation 
of materials under its controlled-materials plan is not yet clear. 

However, all producers of approximately 4,000 products listed on the CMP 
class B product list were required to file reports by May 31, 1951, showing the 
steel, copper, and aluminum required to make products or spare parts enumerated 
on this list. This list is most comprehensive and includes practically every type 
of civilian product, with the exception of a limited number of durable-goods 
items and certain miscellaneous products. The broad scope of the CMP control 
program can be seen from the fact that producers of products such as hairpins, 
hatpins, crochet needles, manicure scissors, pocketknives, wheelbarrows, thumb 
tacks, and even parts for dolls and toy automobiles are included. 

It is immediately apparent from examining NPA’s list of items eligible for 
the controlled-materials plan that there is no sharp distinction between essential 
and nonessential civilian products. As the plan gets into operation, it is certain 
to expand until it covers the entire economy—unless Congress inserts safeguards 
in the act. 

The following is quoted from an NPA release of May 18, 1951: 

“Mr. Fleischmann explained that under the controlled-materials plan which 
goes into effect in the third quarter of this year, there will be no allocations to 
the consumers durable-goods industries. 

“If these industries or other segments of the economy find it impossible to 
operate in an open-end CMP,’ Mr. Fleischmann said, ‘we will establish a 100- 
percent CMP’” (NPA release 711). 

It must constantly be kept in mind, we think, that we are not now engaged in 
a full-scale war or in a mobilization effort approaching the total mobilization 
which characterized the 1942-45 period. Mr. Charles E. Wilson, in his report 
of April 1, 1951, to the President, stated, “As we now foresee it, the defense 
program, at its height, will not require more than 20 percent of the gross national 
product.” At the peak of World War II, he points out, 45 percent of the gross 
national product was allocated to national defense. 

Mr. Wilson’s report further indicates that military requirements for steel, the 
most basic of the critical materials, will only approach 20 percent of total steel 
production by the end of 1951, and that the maximum impact of the defense 
program on raw materials will have been reached in early 1952. There should, 
therefore, be available substantial quantities of basic steel for civilian production. 

During the first 6 months of 1950, finished steel was being produced at the 
rate of 69,000,000 tons per year, of which 68,000,000 tons were available for 
civilian production. With the expansion in steel capacity which has taken place, 
production is now at the rate of 80,000,000 tons of finished steel per year, and 
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is scheduled to exceed 85,000,000 tons by the end of next year. At the height 
of the defense program it is estimated that direct military needs will not exceed 
17,000,000 tons of steel a year. After providing for direct military requirements, 
there should not at any time be less than 65,000,000 tons of steel, or over 95 per- 
cent of peak pre-Korean steel usage, available for civilian production. 

With such quantities of steel available, it is certainly not necessary, we think, 
for NPA to allocate steel for civilian production. While other materials, even 
after expansion of production facilities, will no doubt be in shorter supply than 
steel, the situation is not, in our opinion, such as to warrant the allocation of 
such materials for civilian production on a planned basis. 


Exhibit A 


PROPOSED AMENDMENTS TO PRICE AND WAGE CONTROL PROVISIONS OF DEFENSE 
PRODUCTION ACT (TITLE IV AND TITLE VII) 


It is proposed that a definition of the word “price” be added to the list of 
definitions in section 702 of the act, as follows: 

“Sec. 702. (f) The word “price” shal include, without limitation thereto, 
payment, charge, allowance, rental, commission, margin, rate, or fee paid or 
received on the sale or delivery, or the purchase or receipt, by or to any person, 
of any material or service, but shall not include wages, salaries, and other 
compensation as defined in subsection (e) hereof.” 

It is proposed that subsections (b) and (c) of section 402 be revised to read 
as follows: 

Sec. 402. (b) (1) The President is authorized to issue regulations and orders 
establishing ceilings on prices paid or received on the sale or delivery, or the 
purchase or receipt, by or to any person, of any material or services. If such 
action is taken it shall be taken either generally with respect to all business and 
industry, or it shall be taken generally with respect to any of the following 
business classifications: Mining, manufacturing, wholesaling, retailing, impor- 
tation of goods, exportation of goods, agricultural production, and such other 
general business activities not included in the foregoing as the President may 
deem advisable. If price ceilings are placed upon any of the afore-mentioned 
business classifications their provisions shall be, so far as practicable, of general 
and uniform application throughout such business classification and without 
discrimination as to any particular person or industry engaged in such business 
classification. Any ceiling price regulations or orders heretofore issued shall 
be amended or modified by the President to the extent necessary to conform to 
the provisions of this subsection (b) (1). 

*“(2) Whenever price ceilings shall be imposed with respect to any such busi- 
ness Classification, the President shall as of the same date stabilize rates of 
Wages, salaries, and other compensation in such business classification. 

“(3) In establishing price ceilings, either generally or with respect to any such 
business classification (or in permitting the continuance in effect of any price 
ceilings heretofore established), the President shall permit each person affected 
thereby to increase his prices to the full extent of the increases in rates of wages, 
salaries, and other compensation incurred by him and the increases in prices 
paid by him for materials or services (after deduction for any decreases in such 
rates or prices) from June 24, 1950, to the date of the ceiling order or the effec- 
tive date of this amendment, whichever is later. If thereafter the President 
shall permit, conditionally or unconditionally, any increase in rates of wages, 
salaries, and other compensation, or in the prices of materials or services used by 
any person, in any such business classifications, he shall permit an increase in the 
price ceilings applicable to any such person to reflect the full additional amount 
of the increases in rates of wages, salaries, and other compensation incurred 
by him and the increases in prices paid by him for materials or services (after 
deduction for any decreases in such rates or prices), effective not later than three 
months after such increases shall have been first incurred or paid by him: 
Provided, however, That the President shall not be required to permit an 
adjustment in ceiling prices for any person on account of any and all increases 
more often than once in any calendar quarter. 

**(4) No ceiling price and no denial of relief from any ceiling price shall be 
based upon any standard with respect to the profits of any person, any business, 
or any classification of business or industry. 

“(c) Any regulation or order under this title shall be accompanied by a state- 
ment of considerations involved in the issuance of such regulation or order, 
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The President, in establishing and adjusting ceilings with respect to materials 
and services, and in stabilizing and adjusting wages, salaries, and other com- 
pensation, shall make such adjustments as he deems necessary to prevent or 
relieve hardships.” 

The other subsections of section 402 and the remaining pricing sections of the 
act would not be changed. 


Ecrhibit B 


PROPOSED AMENDMENTS TO PRIORITIES AND ALLOCATIONS PROVISIONS OF DEFENSE 
PRODUCTION ACT (TITLE I) 


It is proposed that section 101 be revised to read as follows: 

“SECTION 101. (a) The President is hereby authorized (1) to require that per- 
formance under contracts or orders directly connected with the production of 
materials for the military services, the Atomic Energy Commission, and the 
Maritime Commission, or with the construction or manufacture of facilities, 
whether publicly or privately owned, directly used in such production, including 
contracts or orders for materials for stockpiling purposes (all of the foregoing 
contracts and orders being hereinafter referred to as ‘mliitary contracts’), shall 
take priority over performance under any other contract or order, and, for 
the purpose of assuring such priority, to require acceptance and performance 
of such military contracts in preference to other contracts or orders by any 
person he finds to be capable of their performance, and (2) to allocate materials 
and facilities to and among such military contracts in such manner, upon such 
conditions and to such extent as he shall deem necessary or appropriate for that 
purpose. 

“(b) (1) The materials and facilities remaining, after the President has 
diverted materials and facilities to military use as provided in subsection (9) 
hereof, shall be for civilian use. 

“(2) Whenever the President shall invoke the power (or prior to the effective 
date of this amendment shall have invoked the power) to divert any kind of 
material to military use for any period he shall determine the percentage which 
the material of such kind remaining for civilain use during such period bears to 
the total of such kind of material used during the base period as hereinafter 
defined. Such percentage for each kind of material shall be known as the 
‘civilian-use percentage.’ 7 

“(3) The receipt or use of any kind of civilian material shall not be limited 
by the President in any manner which will prevent any person from receiving or 
using an amount of that kind of material at least equal to his use thereof 
curing the base period multiplied by a percentage figure equal to the civilian-use 
percentage therefor minus 15 percentage points. 

“(4) The use percentages of materials which may be assigned to different 
persons or industries in any regulation or order promulgated by the President 
in accordance with section 101 (b) (38) hereof shall be determined by the 
President with due regard for the varying necessity and importance of particu- 
lar products and services to the public welfare. If any such order or regulation 
shall allow any person or industry a larger use percentage than the civilian-use 
percentage, such regulation or order shall be accompanied by a statement of 
considerations setting forth concretely the facts and reasons, with any relevant 
statistical data, for such determination, including a statement as to why such 
person or industry is considered to be engaged in defense-supporting or essential 
civilian production. The only controls upon materials available to the remainder 
of civilian industry shall be in the form of orders limiting the use percentages 
applicable to persons engaged therein within the limitations set forth in section 
101 (b) (3); and any person subject to any such order may use the materials 
or facilities available to him in such production as he deems advisable within 
the specified percentage limitations. Except as provided in section 101 (b) 
(3), the various-use percentages shall be determined by the President upon as 
nondiscriminatory a basis as practicable as between different classes of industry 
and within any particular class:thereof. 

“(5)Subject to the provisions of section 101 (b) (3), the President shall 
have power to provide priorities for, or upon a specific finding of necessity to 
allocate, materials to any person or industry determined to be entitled to a use 
percentage higher than the civilian-use percentage. 

“(6) As used herein, the words “base period” shall mean the first six months 
of 1950: Provided, That if such period would be inequitable or unfair to any 
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person because of abnormally low production, production of a new product, or 
any other reason, the President shall make an appropriate increase in the base- 
period usage of such person to be recognized for purposes of this section: And 
provided further, That if a person changes his practice so as to manufacture a 
component part purchased by him during the base period, or to purchase a com- 
ponent part manufactured by him during the base period, appropriate adjust- 
ment, upward or downward, shall be made in the base-period usage of such per- 
son and of the supplier involved to be recognized for purposes of this section. 

“(c¢) The President is authorized to provide for relief against undue hardship 
or inequities arising under section 101 of this title.” 

Sections 102 and 103 of the act would not be changed. 


Exhibit C 
Mr. MicHaet V. DISALie, 
Director, Office of Price Stabilization, 
Washington, D. C. 

Dear Mr. DISALLe: With the impending completion of the interim phrase 
of price-control operations, it becomes necessary, as we have agreed, to estab- 
lish the longer-range policies under which price controls henceforth will be 
administered by the Office of Price Stabilization. 
here summarized : 

The basic policy shall be to allow no price increases above the levels set by in- 
terim regulations except to the minimum extent required by law, or for ex- 
ceptional reasons of public policy. 

This basic policy will require the development of standards which set forth, 
as specifically as possible, (a) the conditions under which the law requires that 
prices of an industry or of a commodity be increased, and (bb) the conditions 
under which prices may be increased over and above the minimum legal require- 
ments. 

The basic standard reflecting the minimum requirement of law (apart from 
certain farm and food commodities) shall be as follows: 

(1) The level of price ceilings for an industry shall normally be considered 
“generally fair and equitable” under the Defense Production Act if the 
dollar profits of the industry amount to 85 percent of the average for the 
industry’s best 3 years during the period 1946-49, inclusive. The profits 
should be figured before Federal income and excess-profits taxes and after 
normal depreciation only, with adjustments made for 
net worth. 


These long-range policies are 


any changes in 


(2) Any increase in manufacturing or processing prices may not be passed 
along at distributive levels except to the extent necessary (a) to meet the 
above earnings standard; or (b) to prevent dislocations in the relationship 
between costs and ceiling prices; or (c) to avoid serious hardships or 
inequities or to preserve enforceability. Any such increases shall not, in 
general, exceed the actual dollar-and-cents rise in costs. 

It is understood that the Office of Price Stabilization will develop in greater 
detail the methods for applying the above standard, and also the standards for 
permissive increases justified by exceptional reasons of public policy. 

The latter will include the standards for assuring essential supplies, for adjust- 
ing an individual product of a multiproduct industry, and for adjusting the price 
of individual sellers to avoid hardships or inequity. 

Furthermore, the Office of Price Stabilization should proceed as rapidly as 
possible with the policy of developing industry regulations setting dollars-and- 
cents ceilings to the maximum extent feasible. 

Sincerely yours, 


Eric JoHNsTON, Administrator. 
AprIL 21, 1951, 


ECONOMIC STABILIZATION AGENCY, 


Washington, D. C., June 13, 1951. 
Hon. BLatr Moopy, 


Senate Office Building, Washington, D. C. 
DeaR SENATOR Moopy: In response to your request for comments on the pro- 
posed amendments to the Defense Production Act submitted by the Ford Motor 
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Co., I have examined them carefully and am convinced that their effect would 
not be to strengthen stabilization but to destroy stabilization. 

These amendments are advanced in the name of removing alleged discrimina- 
tions in the price-control program. If there are real discriminations in this pro- 
gram, they can be—and they will be—removed by regulation. 

But the effect of the proposed amendments would be much deeper and broader. 

The effect would be to cut the heart out of any fair and sound stabilization 
program. 

There would then be real discrimination—against the consumers of America, 
and against all elements of our economy. 

Under these amendments, there might be a price-control program in name, 
but it would be, in fact, a program of administered and guaranteed inflation. 

The amendments would do this by destroying the major pillars on which any 
effective price-control program, must rest: (1) reasonable absorption, and 
(2) enforceability. 

The proposals fall into three categories : 

1. They would require an automatic pass-through of all labor and materials 
cost increases. 

This is built-in inflation. 

The amendments would require that all increases in wages, salaries, and mate- 
rials prices since June 24, 1950, must automatically be passed on through higher 
prices. 

Every increase in cost would lead to higher prices. These price increases 
would raise the parity index and the consumers’ price index, requiring continuous 
escalation in food prices and in wages. The approval of the pass-through idea 
would be a starting gun setting off prices and wages on another inflationary 
race. 

2. They would prohibit the use of any standard based on earnings in determin- 
ing the need for price increases. 

This is obviously intended to nullify our long-range basic policy to require a 
reasonable amount of cost absorption by industries in excess profits before they 
are permitted to raise their prices. 

An industry which is making exorbitant profits is obviously in a position to 
absorb a reasonable amount of cost increases, especially in a time of national 
emergency. 

This principle has been attacked as “profits control.” It most emphatically is 
not. It is intended exclusively as a yardstick for determining when price 
increases are necessary for an entire industry. 

The industry earnings standard does not destroy incentive to efficiency and 
expanded production. The producer, in fact, has the incentive to cut costs 
because, by doing so, he can increase his profits. 

The amendments not only prohibit the use of earnings as a basis for determin- 
ing industry-wide price adjustments, but for individual company adjustments 
as well. Without measuring earnings, how could an administrative agency deter- 
mine the existence of actual hardship which required correction? 

3. Finally, the amendments would require that regulations be issued only for 
broad categories of businesses, such as manufacturing, retailing, mining, whole- 
saling, rather than for specific industries or products. 

The net effect would be to kill off our whole program of developing specific 
and uniform dollars-and-cents ceiling prices for different commodities, particu- 
larly those market-basket and household items important to the American 
family’s cost of living. 

Each firm in every industry would, instead, determine its own ceiling prices 
under very general standards. Consequently, the consumer could never be sure 
of the legal price, because ceiling prices for the same product would vary 
widely from store to store. 

Under such a loose system, there could not be effective enforcement of price 
stabilization. 

These amendments do not propose to kill price control outright. But they 
would so paralyze price control that it would be made virtually useless as a 
means for protecting the American people against the disaster of inflation. 

Sincerely yours, 
Eric JOHNSTON, Administrator. 
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JUNE 13, 1951. 
Hon. BLatrr Moopy, 
Senate Office Building, Washington, D. C. 


Deak SENATOR Moopy: In your letter dated June 11, 1951, you requested my 
comments on certain recommendations for amendment of the Defense Production 
Act of 1950, submitted on the same day to the Honorable Burnet R. Maybank, 
chairman of the Senate Banking and Currency Committee, by the Ford Motor 
Co., I assume that you desire my comments only with respect to that portion of 
the recommendations which relates to the priorty and allocation powers granted 
by title I of the act. 

A thorough appraisal of all aspects of the Ford Motor Co.’s proposals has not 
been possible within the time available, but even the brief study which we have 
been able to make convinces me that they are neither desirable nor workable. 

1. In the first place, the measures proposed appear to be based upon an analysis 
which omits several important factors. . Without going into staistical detail, it 
is apparent from the figures which the company gives in its statement that in 
computing steel requirements it has not taken into account the needs for the 
stockpile, for foreign requirements, for components destined for military end- 
products, nor even the material required for the expansion of basic production 
facilities and the equipment needed to bring the facilities to a state of operation 
(the very expansion which is endorsed on the first page of the statement). When 
these other requirements are added to the direct military end-products, the 
impact upon the economy is considerably greater than the company’s figures 
would indicate. Moreover, an impact expressed in terms of over-all steel ton- 
nage, Without regard to the impact on the facilities needed to produce particular 
shapes and forms (such as bar, plate, and structural shapes), is not realistic. 
The existence of a reasonable supply of one or more of the basic shapes and 
forms of steel is not inconsistent with severe shortages in the supply of other 
shapes and forms. The impression created by the company’s figures is in marked 
contrast to the demand-supply situation for the third quarter of this year 
recently developed by the Defense Production Administration, which indicated 
that steel requirements for the quarter exceed the anticipated supply by at least 
a third. 

2. The company’s concrete proposals proceed on the theory that it is feasible, 
in directing the flow of any material, to distribute that portion which remains 
after satisfaction of direct military requirements by prohibiting its use in a 
quantity greater than a given percentage of the user’s consumption during the 
first 6 months of 1950. The company recommends as a minimum percentage a 
figure to be obtained by dividing the amount of the material currently available 
for civilian use by its total use during the first 6 months of 1950 and subtracting 
therefrom 15 percent. 

Regulations which employ the device here advanced, of restricting the use of 
a material to a percentage of its use during a given historical period, are com- 
monly known as cut-back orders. The company’s proposals seem to contemplate 
the issuance of cut-back orders for all materials which are in short supply, at 
the same time confining by a statutory formula the percentage of cut-back which 
may be prescribed. 

In its statement the company refers primarily to steel and secondarily to 
copper and aluminum. It overlooks the fact that the cut-back order is totally 
unsuited to the control of many other materials. In the chemical field, for 
example, the complicated relationships among the many chemicals and combina- 
tions of chemicals make it quite impracticable in most cases to achieve sound 
results by imposing a general percentage limitation on. use. 

The cut-back order is especially defective in channeling those materials which 
are scarcest of all. For example, cobalt has been in such short supply that it 
has been under complete allocation since late in 1950. This material finds its 
way into many products, predominant among which are the high-temperature 
steel alloys used in jet engines, certain types of tool steel, oil-well drilling tools, 
paint driers, electronic tubes, and enamelware. It is also used as a catalyst in 
nylon production. No cut-back order can begin to solve the problems that are 
presented by the distribution of a material which has such a variety of uses, 
some military, some civilian, some both, when it is in particularly short supply. 
Nickel, tin, columbium, molybdenum, and a number of other materials present the 
same problem in varying degrees. 
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3. The cut-back order is totally unsuited to the problems presented by the con- 
struction industry. A manufacturer can operate on a fraction of his produc- 
tion during a given base period, if the fraction is not too small, but a building 
has to be entirely completed if it is to serve its purpose. Moreover, the building 
contractor's historical use of materials seldom bears any relation to his current 
requirements. The very nature of the construction industry has compelled the 
NPA, until the controlled materials plan becomes operative, to direct the use of 
structural steel by requiring the postponement of less essential construction and 
granting assistance to the more essential, particularly the facilities required for 
the production expansion program. 

4. The cut-back order is of value, particularly in the early stages of a mobili- 
zation program, in restricting the use in civilian production of the basic metals, 
and thus compensating in a rough way for the drain imposed on the economy by 
military procurement. As the program advances, however, and the drain be- 
comes greater, it becomes necessary to supplant the cut-back order wholly of 
partially with some more precise technique. A mechanism is needed which will 
channel the available supply to the right plants at the right time and in the 
minimum but balanced quantities necessary to achieve production goals. It is 
for this reason that the NPA has adopted the controlled materials plan, which 
represents an affirmative approach to production as distinguished from the nega- 
tive device of the cut-back order. The salient differences between these two 
approaches may be summarized as follows: 

(a) The negative approach fails to provide for the development of basic 
statistical information in terms of particular shapes and forms. Without 
such information no precision is possible. 

(b) Any attempt to achieve even moderate precision by the use of cut- 
back orders throughout the civilian economy would require the issuance of 
hundreds of orders, the grant of thousands of individual adjustments in 
order to prevent inequities and the constant revision of estimates and cut- 
back percentages in order to make allowance for the adjustments and excep- 
tions. The resulting system, if workable at all, would involve much heavier 
administrative burdens than the controlled materials plan. The experi- 
ence of the War Production Board bears this out. 

(ec) The cut-back order provides no basis for dealing with the special 
problems of small business. Whenever demand exceeds supply the small 
business is at a disadvantage, because it lacks the high degree of organiza- 
tion and the preferred position with suppliers which the larger enterprises 
are likely to have. Under the controlled materials plan this important 
consideration can be given due weight. Under a system of cut-back orders 
it has to be ignored. 

(d@) Perhaps the key to the differences between the Ford Motor Co.’s 
proposal and the position taken by the NPA in material-control policy lies 
in the following statement, appearing on page 10 of the company’s state- 
ment: “It is immediately apparent from examining NPA’s list of items 
eligible for the controlled material plan that there is no sharp distinction 
between ‘essential’ and ‘nonessential’ civilian products.” 

It is indeed the position of the NPA that no sharp distinction can be made 
between the essentiality of products without reference to the quantity to be 
produced. Thus the twenty-thousandth tank produced this month (if this 
could be done) would be of less essentiality to the Nation than the first 
railroad car, a valve to maintain New York City’s water system, or even 
the first passenger automobile. If essentiality of product is to be combined 
with the establishment of output levels, a positive scheduling device estab- 
lishing the level of production of each class of product must be considered. 
The controlled materials plan is essentially such a device. 

5. Finally, the recommendations of the Ford Motor Co., even if they could be 
considered sound under today’s conditions, completely overlook the possibility of 
a further deterioration of the international situation, which would compel the 
adoption of a system like the controlled materials plan to channel and schedule 
the Nation’s production in order to meet sharply increased military demands. 
If such a situation should arise, the months required to make controlled ma- 
terials plan fully operative could be crucial. 

Sincerely yours, 

MANLY FLEISCHMANN, Administrator. 
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OFFICE OF PRICE STABILIZATION, 


Washington, D. C., June 14, 1951. 
Hon. Biarr Moopy, 


The United States Senate, 
Washington, D. C. 

My Dear SENATOR Moopy: In accordance with your request, attached is a 
memorandum prepared by the Office of Price Stabilization commenting on the 
suggestion by the Ford Mctor Co. to amend title IV of the Defense Production 
Act of 1950. 

Sincerely yours, 
MicHAeEL V. DISALLE. 
PROPOSED AMENDMENTS OF Forp Moror Co. to Tir_es IV anp VII 
1. Major elements of Ford’s proposal. 

Ford Motor Co. proposes a number of changes. The principal ones are the 
following: 

(a) The ESA and OPS would be required to use only general ceiling regula- 
tions for large classifications of industries. 

(b) These ceilings would be required to permit every person to increase his 
prices by the amount of the full extent of the increases in labor rates and mate- 
rials prices since June 24, 1950. 

(c) No ceiling price or adjustment could be granted or withheld upon the 
basis of the profits of any person, business, or classification of industry. 

2. General objections to Ford proposal 

Ford's proposal would jettison the various standards now set forth in section 
402 (b) and (c) of the Defense Production Act of 1950. 

These standards require that ceiling regulations be generally fair and equi- 
table; provide that the President shall give due consideration to a number of cost, 
price, profit, and other factors; and provide for price increases when necessary 
to achieve production. They both permit reasonable administrative flexibility, 
but also provide adequate protection against any unreasonable or discriminatory 
action. 

Ford’s proposal would scrap these standards and set up a new system which 

(1) Would prevent any effective efforts to stabilize prices, and instead 
would practically require Government-administered inflation. 

(2) Would put a strait-jacket on OPS, and remove administrative flex- 
ibility to tailor different regulations to different industries. 

(3) Would mean regulations more difficult for an industry to apply ; more 
difficult to administer ; and more difficult to enforce. 


3. Objections to Ford’s cost-plus pricing standard 


Under the amendments proposed by the Ford Motor Co., the Director is required 
to establish a cost-plus system of price control for all sellers, under which each 
seller is allowed to increase the price which he charged on June 24, 1950, by the 
full amount of every subsequent or future increase in his cost of materials or 
labor. This form of price control (a) would be completely inflationary, (b) 
would promote the grossest form of inefliciency and waste, and (c) would result 
in awkward and unenforceable ceiling regulations. 

(a) Price control conducted on the principles outlined above would merely 
constitute administered inflation, hardly to be preferred over uncontrolled infla- 
tion. Under this scheme of pricing goods and services, the spiral character of 
inflation would be given statutory blessing and encouragement. Every rise in 
costs would lead to an equivalent rise in prices. This rise in prices would 
increase the parity index of farmers and the cost of living of wage earners. It 
would obviously be impossible to deny full escalation to wage earners and 
farmers with this principle of price control. Thus wages and farm prices would 
rise and these cost increases would be automatically reflected again in industrial 
prices. There would be little to be gained from continuing price controls on this 
basis. 

(0) The proposed scheme would permit any seller to incur any kind of cost, 
with confidence that he could raise his ceiling price to reflect the amount of 
that cost. There would be no incentive whatsoever for employers to resist 
wage demands. Sellers could seek materials at greater distances, thus incurring 
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wasteful transportation, without fear of penalty. Manufacturers could freely 
subcontract their operations to suppliers, no matter how inefficient, and their 
profit margins would be unimpaired. The most reckless use of resources would 
be encouraged. 

(c) Inasmuch as ceiling prices would be required to reflect to each seller his 
own full increase in cost, uniform dollars-and-cents ceilings would be impossible, 
at any level, from raw-material supplier to retailer. As a practical matter, each 
seller would have to compute his own ceiling. OPS could not physically under- 
take the job of computing, on a quarterly basis, the hundreds of millions of ceiling 
prices for each product of each seller. Such prices would be impossible for buyers 
or OPS to police. Enforcement might as well be abandoned. 


4. Soundness of present standards, providing for consideration of earnings among 
other factors 


The present congressional standards, whieh provide for consideration of profits 
among other factors, are sound. 

(a) Some standard is necessary if the Government is ever to break the cost- 
of-living spiral of 


prices— 
parity— 
cost-of-living 
—wages 
—costs 
—prices. 


An important consideration in determining whether price increases are neces- 
sary is the profits picture. That is only one element. For example, in some 
cases a price increase may be necessary in order to bring out critical production. 
In the absence of necessity for production, then the question is whether a price 
increase is necessary to compensate for cost increases because otherwise earn- 
ings are inadequate. If they are inadequate, then the ceilings are not “generally 
fair and equitable.” 

Obviously, an industry earning plainly exhorbitant profits is in a position to 
absorb cost increases and so help break the spiral. 

The basic purposes of the act contemplate breaking the spiral where earnings 
are sufficient to permit absorption. As the emergency court of appeals said: 

“Where such price increases do have to be made (by the Administrator) at a 
particular level in the price structure it does not follow that corresponding in- 
creases must be made at all other levels. 

“On the contrary, such corresponding increases may be wholly inconsistent 
with the purposes of the act, since one of its primary purposes is to protect the 

vast army of salary and wage earners from having to bear the brunt of all 
such increases. Consequently, when such price increases are permitted it is the 
duty of the Administrator so far as possible to require them to be absorbed at 
some appropriate intermediate step in the process of production and distribution 
at which there may be an existing margin of profit reasonably sufficient to absorb 
them.” Philade Iphia Coke Co. v. Bowles, 139 F. (2d) 349. 

(b) The next question is—What is the “margin of profit reasonably sufficient 
to absorb” increased costs, and still maintain “generally fair and equitable” 
ceilings. 

The OPA used the excess-profits tax base at that time (1986-39 base). That 
was upheld in Gillespie-Rogers-Pyatt Co. v. Bowles, 144 F. (2d) 361 (1944). 

ESA uses the excess-profits tax base now in effect: 85 percent of the best 3 
years, 1946-49. Average return on net worth before taxes in the industry is 
compared with this 1946—49 level. 

That is a general earnings standard, not an invariable one. Some industries 
may require a more liberal standard—if a growth industry; or an industry de- 
pressed in the base period, ete. And in some cases this standard could produce 
abnormally high earnings. 

But generally speaking the excess profits tax standard is sound, and for the 

same reason Congress used it in the tax bill. It is an indication of normal rep- 
resentative peacetime earnings. 

Since the American economy was generally healthy during these years, mainte- 
nance of those earnings levels will not impair production or the defense effort 
and will be generally just and equitable. An anti-inflation program cannot 
succeed if industries are entitled to ceiling prices yielding profits born out of 
the emergency, which are more than normal. 
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As the court pointed out, in discussing the 1942 act, Congress intended “to 
permit business a yield or profit sufficient for its sustenance in a state of efficiency 
and for reasonable development and expansion * * * and these objectives 
will usually be attained by permitting profits which the industry was willing to 
accept prior to defense activities.” Madison Pork v. Bowles, 140 F. (2d) 316, 
324 (Em. Ct. App. 1948). 

e. This earnings standard is not profits control. It is rather one of the “pric- 
ing guides to be used in determining when increases in maximum prices must 
be made (and) are fairly calculated to carry out the mandate and purposes of 
the act.” Gillespie-Rogers Pyatt Co. v. Bowles, 144 F. (2d) 361 (Em. Ct. App. 
1944). 

This standard is not being used as a matter of controlling exorbitant profits. 
That can be done by the tax law. It is being used as a standard to break the 
inflationary spiral. And this year’s price spiral can’t be broken by next year’s 
tax bill. 

Profits control would tend to destroy incentives to efficiency. But use of the 
industry earnings standard obviously rewards the producer who is efficient or 
becomes more efficient: that producer has the incentive to cut his own costs and 
increase his own profits where the industry ceiling level is maintained in the 
face of some cost increases incurred or threatened. 

d. Removing profits as a lawful guide for individual adjustments would 
plainly be unsound. How otherwise can one tell whether there’s a hardship 
situation? 


5. Objections to proposal requiring general regulation on basis of major industry 
classification 

The proposal that regulations must apply generally with respect to such broad 
classifications as mining, manufacturing, wholesaling, retailing, importing, 
exporting, agricultural production, ete., is completely unworkable. 

(a) Obviously the only way in which this could be accomplished would be 
through broad regulations of the freeze or formula type. The GCPR is such 
a broad regulation and is impractical as a continuing basis for control. Even 
if Ford’s other proposed amendments did not require a cost-plus type of control, 
this would nevertheless be the only way in which the present proposal could be 
implemented. The disadvantages of this form of control are summarized under 
heading 3, above. 

(b) Even if OPS and the Ford Motor Co. desired to use such broad regula- 
tions, American business does not. If there is one universal theme running 
through our hundreds of formal industry advisory committee meetings and 
informal meetings with business groups it is this: “Give us a tailored regulation 
that fits our needs and problems.” Hardware retailers, food retailers, apparel 
retailers, all want regulations geared to their problems and practices. Filling 
stations and coal dealers demand another type, and so on ad infinitum. If this 
is true at retail, where operations are basically the same, how much more true 
is it for a classification such as manufacturing. We have a broad interim 
regulation for apparel manufacturers. This would sound like a fairly homo- 
geneous group. Yet the head of our apparel, branch listens to constant requests 
from each of the many types of apparel manufacturers for a regulation that more 
closely suits their own problems. 

The search for consistency and uniform treatment must follow another 
approach, a more flexible and practical approach which recognizes the individual 
problems of each group, but is guided by general standards of what constitutes 
fairness and equity. 

Moreover, this proposal would lead to bizarre results in the case of price 
increases granted because necessary to achieve production increases of strategic 
items, like the price increases found necessary to increase production of the 
vital and strategic tungsten. That would apparently require a uniform increase 
in all industries in the mining classification. This would be wildly inflationary. 


6. Present standards in law both provide administrative flexibility and prohibit 
unjustified discriminations 

The Ford proposal has the language of prohibiting discrimination. That 
obviously is desirable. But not every difference is a dicrimination. The ques- 
tion is whether the Government is pursuing a reasonable basis in making differen- 
tiations. If not, the ceiling regulation would be held invalid under the law as 
it stands, as not being generally fair and equitable. 

In short, the present language of the act provides adequate protection against 
discriminations which cannot be justified and at the same time provides reason- 
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able flexibility for appropriate differences in regulations. It does not produce 
the strait-jacket of the Ford proposal. 

The protection already provided in the present act is clear from the decisions 
construing similar language in the 1942 act. As the emergency court of ap- 
peals ruled in a leading case: 

“Unless the apparent discrimination is required to effectuate one of the 
purposes of the act, a regulation must be held to be arbitrary and capricious if 
its provisions are such that all persons who are similarly situated are not dealt 
with upon an equal basis by greater burdens laid upon one than are laid upon 
others in the same calling and condition.” Booth Fisheries Corp. v. Bowles, 153 
F. (2d) 449. 

The court scrutinized with care all cases of alleged discrimination. The court 
held several provisions of regulations invalid on this ground in the Booth 
Fisheries case, and in, for example, Flett v. Bowles, 142 F. (2d) 559 (1944) (waste 
paper) ; Hawaii Brewing Corp. v. Bowles, 148 F. (2d) 846 (1945) (beer in 
Hawaii); Bayuk Cigars v. Porter, 154 F. (2d) 508 (1946) (tobacco) ; Resor v. 
Fleming, 160 F. (2d) 378 (1917). 

On the other hand, mere differences in regulations for different industries is 
not necessarily unfair but rather may constitute sensible and equitable handling 
of the different problems. As the court observed : 

“The existence of several hundred maximum-price regulations, each designed 
to fit the problems and practices of a particular industry, makes obvious the 
importance of applying dissimilar controls to the differing problems which sur- 
round differing commodities. There is nothing unfair in the recognition of 
these differences; on the contrary, an inflexible rule which ignored them would 
prove to be inequitable in a large number of instances.” Buckeye Parking Corp. v. 
Bowles, 141 F. (2d) 692 (Em. Ct. App.). 

For example, the automobile industry is under regulation CPR 1, rather than 
CPR 22. The OPS is now engaged in studying the impact of CPR 1 to deter- 
mine whether or to what extent a price increase in addition to the 344-percent 
interim increase granted in March 1951 is fair and equitable. 

But, as the Buckeye case indicates, there is no reasonable requirement that 
all industries be under the same exact formula. 

The automobile industry was not plagued with the happenstance inequities of 
the general freeze regulation, and was, therefore, not covered by the general 
manufacturers’ regulation (CPR 22) which was issued in large part to correct 
those inequities. Other manufactured products were also left out of CPR 22 for 
justified reasons. 

The products governed by tailored regulations will all be subjected to the same 
general standards of price control, though there may be differences in the form 
and techniques of the regulations, including the interim regulations. 

These standards are sound and tested, effective and fair. They should not be 
scrapped for a strait-jacket approach which would not only raise Ford’s ceiling, 
which may be justified, but at the same time would scuttle effective price control. 


State 
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